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INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF HABIBABAD OPERATION AND MANAGEMENT
ENGINEERING COMPANY (PRIVATE) LIMITED

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS

Opinion

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

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

Information Other than the Financial Statements and Auditor's Report Thereon

Management is responsible for the other information. The other information comprises the

information included in the director’s report, but does not include the financlal statements and our

auditor's report thereon.
e -
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Our opinion on the financlal 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 the Companies Act, 2017 (XIX of 2017) and for such internal control as the
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, the management is responsible for assessing the Company's
ability to continue as a going concern, disclosing, as applicable, matters related to going concemn
and using the going concern basis of accounting unless the management either intends to liquidate
the Company or to cease operations, or has no realistic alternative but to do so.

Board of directors are responsible for overseeing the Company’s financial reporting process.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reascnable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
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:

+ 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.

« 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 contral.
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+ FEvaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

« Conclude on the appropriateness of the 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. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor's report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify our opinion. Qur conclusions are
based on the audit evidence obtained up to the date of our auditor's 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 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 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 the Zakat and Ushr Ordinance, 1980 (XVIII of
1980).

The engagement partner on the audit resulting in this independent auditor’s report is Amin Ali.

e 20

Lahore - o CROWE HUSSAIN CHAUDHURY & CO.
Dated: “ .- . Chartered Accountants {
Ll L
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HABIBABAD OPERATION AND MANAGEMENT ENGINEERING COMPANY
(PRIVATE) LIMITED

STATEMENT OF FINANCIAL POSITION AS AT JUNE 30, 2021

2021 2020
Note Rupees Rupees
ASSETS
Non Current Assets
Property and equipment 4 256,339,628 347,990,184
Intangible assets 5 33,643,620 44,750,920
289,983,248 392,741,104
Current Assets
Advances, prepayments and other receivables ] 20,410,358 91,502,319
Cash and bank balances 7 979,505,968 646,248,190
999,916,326 737,750,509
1,289,899 574 1,130.491,613
EQUITY AND LIABILITIES
Share Capital and Reserves
Authorized share capital:
2,500,000 (2020: 2,500,000} ordinary
shares of Rs, 100 each 250,000,000 250,000,000
Issued, subscribed and paid up capital:
1,751,000 (2020: 1,751,000) ordinary shares of
Rs. 100 each fully paid in cash 8 175,100,000 175,100,000
Accumulated loss {164,371,290) {104,327,829)
10,728,710 70,772,171
Mon Current Liabilities
Deferred tax liability 9 -
Current Liabilities
Trade and other payables 10 1,277,922 659 1,058,626,302
Provision for taxation 11 1,248,205 1,093,140
1,279,170,864 1,059,719,442
Contingencies and Commitments 12 - -
1,289,899,574 1,130,491,613

The annexed notes from 1 to 24 form an integral part of these financlal statements.

Caic-

CHIEF EXECUTIVE OFFICER

AT

DIRECTOR
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HABIBABAD OPERATION AND MANAGEMENT ENGINEERING
COMPANY (PRIVATE) LIMITED

STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED JUNE 30, 2021

2021 2020
Note Rupees Rupees

Revenue 13 162,133,803 72,876,004
Direct cost 14 {244,585,797) {172,561,267)
Gross Loss (82,455,994) (99,685,263)
Administrative expenses 15 (19,791,196) {21,098,755)
Finance cost - bank charges (4,121) {3,782)

{19,795,317) (21,102,537}
Operating Loss {102,251,311) {120,787 ,800)
Other income 16 43,456,055 52,372,385
Loss before Taxation (58,795,256) {68,415,415)
Taxation 17 (1,248,205) (1,093,140}

Net Loss for the Year

The annexed notes from 1 to 24 form an integral part of these financial statements,

e

CHIEF EXECUTIVE OFFICER

M

(60,043,461) (69,508,555

DIRECTOR
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HABIBABAD OPERATION AND MANAGEMENT ENGINEERING
COMPANY (PRIVATE) LIMITED

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

2021 2020
Rupees Rupees
Net Loss for the Year (60,043,461) (69,508,555}
Other Comprefensive Loss
Items that will not be reclassified to profit or loss = =
Itemns that may be reclassified subsequently to profit or loss -
Total Comprehensive Loss for the Year (60,043,461) (69,508,555)
The annexed notes from 1 to 24 form an integral part of these financial statements.
"
CHIEF EXECUTIVE OFFICER DIRECTOR

A
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HABIBABAD OPERATION AND MANAGEMENT ENGINEERING
COMPANY (PRIVATE) LIMITED

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

Particulars Share Capital |Accumulated Loss Total
Rupees Rupees Rupees

Balance as at June 30, 2019 175,100,000 (34,819,274) 140,280,726
Met loss for the year - (69,508,555) (69,508,555)
Other comprehensive loss for the year - -
Total comprehensive loss for the year - {69,508,555) {69,508,555)
Balance as at June 30, 2020 175,100,000 {104,327,829) 70,772,171
Met loss for the year (50,043,461) (60,043,461)
Other comprehensive income for the year - -
Total comprehensive loss for the year (60,043,461) (60,043,461)
Balance as at June 30, 2021 175,100,000 {164,371,290) 10,728,710

The annexed notes from 1 to 24 form an integral part of these financial statements.

Che-

CHIEF EXECUTIVE OFFICER

A

DIRECTOR




COMPANY (PRIVATE) LIMITED

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2021
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HABIBABAD OPERATION AND MANAGEMENT ENGINEERING

2021 2020
Note Rupees Rupees
CASH FLOWS FROM OPERATING ACTIVITIES
Loss before taxation (58,795,256) (68,415,415)
Adjustment for:
Depreciation 91,886,012 91,908,432
- Amortization 11,107,300 11,107,300
- Post employment benefits - 660,696
- Finance cost 4,121 3,782
102,998,333 103,680,210
Operating Profit before Working Capital Changes 44,203,077 35,264,795
{Increase) / Decrease In current assets
- Advance, prepayments and other receivables 71,091,961 (79,530,909)
Increase [ (Decrease) in current liabilities:
- Trade and other payables 219,296,357 534,321,348
290,388,318 454,790,439
Cash Generated from operations 334,591,395 490,055,234
Finance cost paid (4,121) (3,782)
Post employment benefit paid - (1,112,739)
Income tax paid {1,093,140) (3,397,593)
{1,097,261) (4,514,114)
Net Cash Generated from Operating Activities 333,494,134 485,541,120
CASH FLOWS FROM INVESTING ACTIVITIES
Property and equipment purchased (236,356) (182,021)
Net Cash Used in Investing Activities (236,356) (182,021)
CASH FLOWS FROM FINANCING ACTIVITIES = =
Net Increase in Cash and Cash Equivalents 333,257,778 485,359,099
Cash and cash equivalents at the beginning of the year 646,248,190 160,689,091
Cash and Cash Equivalents at the End of the Year 7 979,505,968 646,248,190
The annexed notes from 1 to 24 form an integral part of these financial statements.
oAk
CHIEF EXECUTIVE OFFICER DIRECTOR

S
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HABIBABAD OPERATION AND MANAGEMENT ENGINEERING COMPANY
(PRIVATE) LIMITED

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2021

Mote 1
The Company and Its Operations

Habibabad Operation and Management Engineering Company (Private) Limited (the Company) was incorporated on September 9,
2013 as a private limited company under the repealed Companies Ordinance, 1984 {now the Companies Act, 2017}, The Company
is a public sector company and a subsidiary of Frontier Works Organization (working under Ministry of Defensa).

The principal activity of the Company s to develop, design, engineer, finance, construct, commisslon, manage, operate, maintain,
insure and, on the transfer date, transfer a new four (4) lane flyover bridge at Habibabad (Wah Radha Ram) on National Highway
N-5, and during the concession period, collect, receive and earn the toll revenue and other revenues generated from the said
project, all on a build, operate and transfer basis (BOT basis) pursuant to the concession agreement executed between National
Highway Authority and the Company on April 23, 2014,

At the end of the concession agreement, on April 23, 2024, the project will be handed over to NHA after completion of conditions
stated In the sald agreement within stipulated timelines as decided in agreement.
The registered office of the Company Is sltuated at Gate no. 12, National Hockey Stadium, Gulberg-111, Lahore.

MNote 2
Basis of Preparation

2.1 Statement of compliance

These financial statements have been prepared in accordance with the accounting and reporting standards as applicable
in Pakistan, The accounting and reparting standards applicable in Pakistan comprise of:

= International Financlal Reporting Standard (IFRS standards) 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 provislons of and directives issued under the Companies Act, 2017 differ from the IFRS standards, the provislons
of and directives issued under the Companies Act, 2017 have been followed.

The Securities and Exchange Commission of Pakistan in pursuance of SRO No. 24 dated January 16, 2012 has given
relaxation for the implementation of IFRIC 12 "Service Concession Arrangements” due to the practical difficulties being
faced by companies in Pakistan,

2.2 Basis of measurement

These financial statements have been prepared under the historical cost convention except post employment benefits
obligatiens that are recorded on present value basis.

2.3 Presentation and functional currency

These financial statements are prepared and presented in Pak Rupees which is the Company's functional and presentation
currency. Figures have been rounded off to the nearest rupee.

2,4 Use of estimates and judgments

The preparation of financlal statements in conformity with IFRSs requires management to make judgments, estimates and
assumptions that affect the application of policies and reported amounts of assets, liabilities, income and expenses, These
estimates and related assumptions 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 judgments about carrying values of
assets and liabillties that are net readily apparent from other sources. Actual results may differ from these estimates.

These estimates and related assumptions are reviewed on an on going basis. Accounting estimates are revised In the
period in which such revisions are made. Significant management estimates in these financial statements relate primarily
ko
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Note 2, Basis of Preparalion- Contd...

Note 2.4 Use of Estimates and Judgments- Contd...

2.5

2.5.1

2.52

253

- Usaful lives, residual values, depreclation methad and fair value of property, plant and equipment — Note 4 and 16
- Useful lives, residual values and amortization method of intanglble assets — Note S and 16

- Estimation of contingent liabilities - Note 13

= Current Income tax expense and provision for current tax - Note 11 and 34

Changes in accounting standards, interpretations and pronouncements

Standards, interpretations and amendments to approved accounting standards that are effective in the
current year

There are certain standards, amendments and interpretations to the accounting and reporting standards which are
mandatory for accounting perleds beginning on or after July 1, 2020, These are considered not to be relevant ar to have
any significant effect on the Company's operations (although they may affect the accounting for future transactions and
events) and are, therefore, not detailed in these financlal statements.

Standards, interpretation and amendments to approved accounting standards that are not yet effective

There are certain standards, amendments and interpretations to the accounting and reporting standards which are
mandatory for companles having accounting periods beginning on or after July 1, 2021 but are consldered not to be
relevant or to have any significant effect on the Company's eperations and are, therefore, not detailed in these financial
statements, except for the following:

Effective Date
hansael or Interpnetation {Period beginning on or after)
185 1 Presentation of Financial Statements [Amendments] January 1, 2022 & January 1, 2023
IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors January 1, 2023
[Amendments]
IAS 12 Income Taxes [Amendments] January 1, 2023
IAS 16 Property, Plant and Equipment [Amendments] January 1, 2022
IAS 37 Provisions, Contingent Liabilities and Contingent Assets [Amendments] January 1, 2022
Annual Improvements to IFRS Standards 2018-2020 January 1, 2022

The Company has assessed that the impact of these amendments is not expected to be significant.
Application of waiver from requirement of IFRIC 12 "Service Concession Arrangements”

The Company has availed exemption from requirements of IFRIC 12 as granted by the Securities and Exchange
Commission of Pakistan (SECP), while preparing these financial statements in accordance with S.R.0 24{1/2012, dated
16 January 2012,

IFRIC 12 applies to public-to-private service Concession arrangements If the grantor controls or regulates what services
the operator must provide with the infrastructure, to whom it must provide them, and at what price; the grantor controls
through ownership, beneficial entitlerment or otherwise any significant residual interest in the infrastructure at the end of
the term of the arrangement.

i,
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Mote 3

Significant Accounting Policies

The significant accounting policies adopted in the preparation of these financial statements are set out below. These policies have
been consistently applled to all the perlods presented except otherwise stated.

3.1

3.2

3.3

3.5

Property and Equipment
Owned
Property and equipment are stated at cost less accumulated depreciation and identified impairmeant loss, if any.

Depreciation is charged to statement of profit or loss account on straight line methoed so as to write off the cost of an
asset over its estimated useful life at the rates given in Note 4. Depreciation on additions is charged from the month In
which an asset is put to use while no depreciation is charged for the month in which an asset is disposed aff.

Subsequent costs are included in the asset's carrying amount or recognized as a separate asset, as appropriate, only
when it |s probable that future economic benefits associated with the itern will flow to the Company and the cost of the
Iterm can be measured reliably. All other repalrs and maintenance costs are charged to the statement of profit or loss
account during the period in which they are incumed,

An item of property and equipment is derecognized upon disposal or when no future economic benefits are expected from
Its use. Any gain or loss arising on derecognition of the asset (calculated as the difference between the net disposal
proceeds and carrying amount of the asset) Is included in the statement of profit or loss account.

The carrying amounts of the Company’s assets are reviewed at each reporting date to determine whether there is any
indication of impairment. If such indication exists, the recoverable amount of such asset is estimated. An impairment loss
is recognized wherever the carrying amount of the assat exceeds its recoverable amount. The recoverable amount is the
higher of an assets' fair value less costs to sell and value in use, Impairment losses are recognized In the statement of
profit or loss account. A previously recognized impalrment loss Is reversed only if there has been a change in the
estimates used to determine the asset's recoverable amount since the last iImpairment loss was recognized. IF that is the
case, the carrying amount of the asset is Increased to its recoverable amount. That increased amount cannot exceed the
carrying amount that would have been determined, net of depreclation, had no impairment loss been recognized for the
asset n prior years, Such reversal Is recognized in the statement of profit or loss account.

Capital work in progress

These are stated at cost less accumulated Impairment losses, IF any, All expenditure connected with specific assets
incurred during installation and construction period are carried under this head. These are transferred to specific assets as
and when these assets are available for use,

Intangible asset

An intangible asset is recognized as an asset If It is probable that future economic benefits attributable to the asset will
flow to the Company and the cost of such asset can be measured reliably, Cost of intangible assets includes purchase cost
and directly attributable expenses incidental to bring the intangible to its intended use,

Costs that are directly associated with identifiable Intangitle and have probable economic benefits beyond one year, are
recognized as an intangible asset. However, costs associated with the maintenance of intangible are recognized as an
expensa. All intanglbles are measured initlally at cost and subsequently stated at cost less accumulated amortization and
identified impairment losses, If any, Amortization is charged to statement of profit or loss account using the stralght line
methad at the rates glven in Note 5, 50 as to write off the cost of an intangible over its estimated useful life.

Cash and Cash Equivalents

Cash and cash equivalents are carrled at cost. For the purpose of cash flow statement, cash and cash equivalents
comprise cash in hand and cash at banks.

Provisions

Provisions are recognized in the statement of financlal position when the Company has a present legal or constructive
obligation as a result of past events and it is probable that an outflow of economic resources shall be required to settie
the obligation and the amount has been reliably estimated. Provisions are reviewed at each reporting date and adjusted
to reflect the current best estimate.

Cahc-
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3.7
J.7.1

3.7.2

Trade and other payables

Liabllitles for trade and other amounts payable are carried at amortized cost which approximate the fair value of the
cansideration to be paid in future for goods and services recelved, whether or not billed to the Company.

Taxation
Current

Current Income tax assets and liabllities for the current and prior periods are measured at the amount expected to be
recovered from or paid to the taxation authorities, using the tax rates and tax laws that have been enacted or
substantively enacted by the end of the reporting date,

The charge for current tax is higher of corporate tax {higher of tax based on taxable income and minimum tax) and
alternative corporate tax,

Corporate tax is based on taxable income for the year determined In accordance with the prevailing laws of taxation. The
charge for current tax is calculated using prevalling tax rates or tax rates expected to apply to the profit for the year if
enacted after taking into account tax credits, rebates and exemptions, If any. The charge for current tax also includes
adjustments, where considered necessary, to provision for tax made in previous years arising from assessments framed
during the year for such years. However, in case of loss for the year, Income tax expense is recognized as minimum tax
liability on tumover of the Company in accordance with the provisions of the Income Tax Crdinance, 2001,

Alternative corporate tax (s calculated at 17% of accounting profit, after taking Into account the required adjustments,

Current tax for current and prior periods, to the extent unpaid, is recognized as a liability. IF the amount already paid in
respect of current and prior perlods exceeds the amount due for those periods, the excess is recognized as an asset.

The Company offsets current tax assets and current tax liabilities if, and only if, the entity has a legally enforceable right
to set off the recognized amounts and intends elther to settle on a net basis, or to realize the asset and settle the liability
simultaneously.

Management periodically evaluates positions taken in the tax returns with respect to situations in which applicable tax
regulations are subject to interpretation and establishes provisions where appropriate,

Deferred

Deferred tax is accounted for using the balance sheet liability method in respect of all temperary timing differences
arising from the difference between the carrying amount of the assets and liabilitles in the financial statements and the
correspanding tax bases used In the computation of taxable profit. However, deferred tax is not accounted far if it arises
from initlal recognition of an asset or liability in a transaction other than a business combination that at the time of
transaction neither affects accounting nor taxable profit or loss.

Deferred tax liabllities are recagnized for all major taxable temporary differences.

Deferred tax assets are recognized for all major deductible temporary differences to the extent that it s probable that
taxable profit will be available against which deductible temporary differences, unused tax losses and tax credits can be
utilized.

The carrying amount of deferred tax asset is reviewed at each reporting date and reduced to the extent that it is no
longer probable that sufficient taxable profits will be available to allow all or part of the deferred tax asset to be utilized.

Unrecognized deferred tax assets are reassessed at each reporting date and are recognized to the extent of probable
future taxable profit available that will allow deferred tax asset to be recovered.

Deferred tax Is calculated at rates that are expected to apply to the period when the differences reverse and is based on
the tax rates and tax laws that have been enacted or have been notifled for subsequent enactment by the reporting date.

When different tax rates apply to different levels of taxable income, deferred tax assets and liabilities are measured using
the average rates that are expected to apply to the taxable profit (tax loss) of the periods in which temporary differences
are expected to reverse,

The Company offsets deferred tax assets and deferred tax liabilities if and only if it has a legally enforceable right to set
off current tax assets and current tax liabilities and the deferred tax assets and deferred tax liabilities relate to income
taxes levied by the same tawation authority on either the same taxable entity or different taxable entitles which intend
either to settle current tax liabilities and assets on a net basis, or to realize the assets and sette the liabilities
simultaneously, in each future period in which significant amounts of deferred tax liabilities or assets are expected to be
settled or recovered.

oM,
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Note 3, Summary of Significant Accounting Policies - Contd..

3.8

39

3.10

3.11

3.12

Revenue recognition

Revenue is recognised at a point in time, when (or as) the Company satisfies performance obligations by providing
services (toll collection services). Any services that are distinct are separately recognized, and any discounts or rebates on
the contract price are generally allocated to the separate elements.

Revenue Is to be recognised In accordance with aforementioned principles of IFRS 15 by applying the following steps;

i} Identify the contract with the party

i} Identify the performance obligation in the contract

iii) Determing the transaction price of the contract

iv) Allocate the transaction price to each of the separate performance obligations in the contract
v) Recognize the revenue when (or as) the Company satisfies a performance obligation

Furthermore, directly attributable expenses are adjusted against the revenue of the Company, recognised as per the
above mentioned principles.

Profit on bank deposits is recorded on accrual basis.

Borrowing cost

Borrowing costs ara recognized as an expense [n the period In which these are incurred except to the extent of borrowing
costs that are directly attributable te the acquisition, construction or production of a qualifying asset. Such barrowing
costs are capitalized as part of the cost of that asset up to the date of its commissioning.

Contingent liabilities

Contingent liability is disclosed when there i5 a possible obllgation that arlses from past events and whose existence will

be confirmed only by the occurrence or non cccurrence of one or more uncertain future events not whelly within the
control of the Company.

A contingent liability is also disclosed when there is present obligation that arises from past events but It is not probable
that an outflow of resources embodying economic benefits will be required to settle the obligation or the amount of the
obligation cannot be measured with sufficlent reliabiliby.

Related party transactions

Related parties comprise the parent Company, associated companies / undertakings, directors of the Company and their
close relatives and key management personnel of the Company. The Company In the normal course of business carries
out transactions with various related parties. Amounts due from and due to related parties are shown under respective
notes to these financial statements,

Financial instruments

& financial instrument Is any contract that gives rise to a financial asset of one entity and a financial liability or equity
instrument of another entity.

3.12.1 Financial assets

a)

All financial assets are recognized at the time when the Company becomes a party to the contractual provisions of the
instrument.

Classification

Financial assets are classified In either of the three categories: at amortized cost, at fair value through other
comprehensive income and at fair value through profit or loss, Currently, the Company classifies its financial assets at
amortized cost. This classification Is based on the Company's business model for managing the financial assets and the
contractual cash flow characteristics of the financial asset. The management determines the classification of its financial
assets at the time of initial recognition,
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Note 3, Summary of Significant Accounting Policies - Contd..

b)

c}

d)

e)

Note 3.12.1, Financial assels - Contd..
Initial recognition and measurement

All financial assets are initially measured at fair value plus transaction costs that are directly attributable to its acquisition
except for trade recelvable. Trade recelvables are Initlally measured at the transaction price.
Subseguent measurement

Financial assets measured at amortized cost are subsequently measured using the effective interest rate method. The
amortized cost is reduced by impairment losses, If any.

Derecognition

Financlal assets are derecognized when the contractual rights to receive cash flows from the assets have expired. The
difference between the carrying amount and the consideration recelved is recognized in profit or loss account,

Impalrment of financial assets

The Company recognizes an allowance for expected credit losses (ECLs) for all financial assets which are measured at
amortised cost. ECLs are based on the difference between the contractual cash flows due in accordance with the contract
and all the cash flows that the Company expects to receive, discounted at an approximation of the original effective
interest rate.

ECLs are recognized in two stages. For credit expasures for which there has not been a significant increase in credit risk
since initial recognition, ECLs are provided for credit losses that result from default events that are possible within the
next 12-months {a 12-maonth ECL), For those credit exposures for which there has been a significant increase In credit risk
since initial recognition, a loss allowance is required for credit losses expected over the remaining life of the exposure,
irrespective of the timing of the default (a lifetime ECL).

3.12.2 Financial liabilities

a) Initial recognition and measurement

Financial liabilities are Initially classified at amortized cost. Such liabillties are recognized at the time when the Company
becomes a party to the contractual provisions of the instrument and include trade and other payables, loans or
borrowings and accrued mark up etc.

b} Subsequent measurement

The Company measures [ts financial liabilities subsequently at amortized cost using the effective interest rate (EIR}
methad. Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or costs
that are an integral part of the EIR. The EIR amortization is Included as finance costs in the staterment of profit or loss
account. Difference between carrying amount and consideration paid is recognized in the statement of profit or loss
account when the liabilities are derecognized.

3.12.3 Off-setting of financial assets and financial liabilities

A financial asset and a financial liability is offset and the net amount is reported in the statement of financial position if
the Company has a legally enforceable right to offset the recognized amounts and intends either to settle on a net
basis or to realize the asset and settle the liability simultaneously.

ke
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Nobe &
Advances, Prepayments and Other Receivables
2021 2020
Rupees Rupees
Advance to Frontier Works Oroganization (PWO) - 76,856,563
Advance income tax 18,237,055 13,202,776
Advanca to employees B, 000 -
Prepayments 1,582,861 1,442,980
Accrued profit on savings account 582,442 -
410,358 01,504,315
{] £l i ¢}
Note 7
Cash and Bank Balances
2021 Zﬂ;l]
HNote Rupees Rupees
Cash in hand 2,758 5,005
Cash at banks - In savings accounts 7.1 978,503,210 646,239,185
979,505,968 46,748,190

7.1 These carry mark-up at rates ranglng from &.1% to 6.5% (2020: 6.55% to 11.50%) per annum.
7.2  The above figures of cash and bank balances reconcile to the amaunt of cash and cash equivalents shown In the statement of cash flows.,

Nobe 8
Issued, Subscribed and Paid up Capital

2021 2020 2021 2020
Mo, af Sharas Rupees Rupees
1,751,000 1,751,000 Qrdinary shares of Rs, 100 each fully pald In cash 175,100,000 175,100,000

8.1 Mo shares were issued ar cancelled during the year (2020: Mil),

8.2 As at the reperting date, Frantier Works Organization held 1,750,996 (2020: 1,750,926) shares of the Company.

8.3 There are no agreements with shareholders for any specific voting rights, board selection, rights of first refusal and block voting etc,

8.4 Al ordinary shares rank equally with regard to residual assets of the Company, Ordinary sharehoiders are entitied to recelve all distributions

Including dividends and other entitiements in the form of banus and right shares as and wien declared by the Company. Voling and cther rights
are in proportion to the sharehoiding.

Hote 9
Deferred Tax Liability
2021 2020
Maote Rup=ses Rupses

{Deductible) / Taxable temporary differences on:
- Accelerated tax depreciation {24,562,315) {8,565,851)
- Minimum tax {12,564,759) -
- Unused tax losses {19,752 639) (14,300,802},

{56,879,713) {22,866,663)
Less: Deferred tax asset not recognized 9.1 6,879,713 22,866,663

9.1 During the year deferred tax asset related to unused tax losses, accelerated tax depreciation and minimum tax of Rs, 56.872 milllon has not been
recognized in these financlal statements as the temperary differences are not expected to reverse In foreseeable future; taxable profits may not
be avaitable against which the tempeorary differences can be utilized. Further deferred tax asset on minimum taxes available for carry forward
under the Incame Tax Ordinance, 2001 ("ITO") has not been recognized and these minimum taxes will explre as follows:

Accounting year to which Accounting year in which

Amount of minimum tax

minimum tax relates minimum tax will expire
Rupees
2018 8,074,026 2024
2019 3,397,593 2025
2020 1,093,140 2026

9.2 The amount of unused income tax losses carried forward, as per assessed Income tax returns, is Rs. 63,112 million (2020: Rs. 49.313 million).
These represent depreciation and amortization losses which can be carried forward to indefinite number of years.
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MNote 10
Trade and Other Payables
2021 2020

Nate Rupees Rupees
Accrued llabilides 288,628 583,468
Emplayee provident fund payable 581,644 204,756
Withhalding tax payable 23,815 59,815
Due to related parties 10.1 1,277,028,572 1,057 778,223

1,277,937 659 1,056,626,302

10.1 This represents the amount payable to National Highway Authority (NHA). The amounts payable to NHA have been calculated on year wise basis
using the percentages defined In the concession agreement, as given below:

Yaar Revenue / Fixed ;:Em;’n
Amount agreement
Rupees Rupees
2015 198,158,333 196,158,333
2015 303,976,280 4,866,725
2016 531,729,430 42,260,770
2017 579,276,870 137,903,346
2018 645,922,095 265,118,346
2018 630,228,850 360,434,668
2020 607,300,020 534,424,027
2021 691,302 420 608,346,130
2,151,512,345
Total paid (B74,459,373)
Clasing balance 1,277,052,972
MNate 11
Provision for Taxation
2021 2020
Rupees Rupees
Opening balance 1,003,140 3,397,593
Provision for the year 1,248,205 1,093 140
2,341,345 4,490,733
Adjustment / payments made during the year {1,083, 1407 (3,397, 553)

1 24Ei205 1:D93‘14€|

11.1 The pravision for current year tax represents tax on taxable income at the rate of 1.5% as minimurn tumaover tas,

Mote 12
Contingencies and Commitments

12,1 Contingencies
There are no material contingendies cutstanding as at the reporting date {2020:Mill),

122 Commitments
The Company entered into an Operational, Management and Maintenance {OM&M) contract with Frontier Works Organization on August 8th,
2014. By virtue of this agreement, the Company will be required to pay direct costs related to Operations, Management and Maintenance (OM&M)

a5 per specifled percentage of tell revenue or fixed amount as menticned In agreement whichever |s higher. The detall of minlimum commitment
Is mentioned in following table:

2022 2023 2024 Total
Rupees Rupees Rupees Rupees

Toll Revenue

Prajected toll revenue 1,113,000,000 1,16%,000,000 1,405,000,000 3,687, 000,000

Projected collection loss {22,260 000) {23 380, 000% (28,100,000) (73,740,000%

Tatal 1,090,740,000 1,145,620,000 1,376,900,000 3,613,260,000

Percentage of Toll Revenue 9.25% 9.25% 9.25% 9.25%

Minimum payable by the Company

100,893,350 105,969,850 127,363,250 334,226,550
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Mote 13
Ravenua
2021 2020
Note Rupees Rupees
GrOss revenue 691,069,275 607,300,030
Less: Share of National Highway Authority (NHA) 131 (528,935,472} (534,424,026}
162,133,803 72876004

et e S e L

13.1 National Highway Authority (NHA) IS entitled to 2 cerfain percentage of revenue generated form the flyover as defined In the Concession
Agreement as detalled In note 10.1.

Mate 14
Direct Cost
2021 2020
Nete Rupees Rupees
QOperatlen, management and maintenance cost 14.1 & 14.2 135,040,679 69,771,770
Insurance expensa 1,058,602 1,251,511
Repalrs and maintenance 5,952,530 -
Depreciation 4.1 90,430,606 90,430,686
Amartization 51 11,107,300 11,107,300
244 589,797 172,561,267

14.1 This reprasents operation, management and maintenance (OMABM) cost as per OMBEM contract between the Company and Frontler Works
Organlzation {(PWO), dated August & 2014 for provision of operations, management, maintenance, administration and other services as
described under the agreement. FPWO shall be entitied to a monthly compensation, which shall be the fixed amount as per cantract or percentage
of toll revenue whichever is higher.

14.2 This Includes additional management fee of Rs, 50.00 milllen that has been charged by Frontler Works Organization (FWO) during the year.

Note 15
Administrative Expenses

2021 2020

MNate Rupees Rupaes

Salaries, wages and benefits 15.1 11,395,571 12,663,923
Travelling and conveyance 353,080 422,300
Repairs and maintenance 1,711,194 1,492,750
Insurance 833,625 957,231
Uiilities 209,442 220,999
Communication 31,704 57,969
Printing and stationery 232,041 135,293
Rent, rates and taxes 968,610 915,129
Entertainment 484,824 402,940
Legal and professional charges 1,222,523 1,141,125
Auditors' remuneration 175,000 150,000
Consultancy services 295,760 581,640
Miscellaneaus 380,576 479,670
Depreciation 4.1 1,456,226 1,477,746

19,701,196 21,098,755

15.1 This includes Rs, 305,464 (2020: Rs. B65,492) in respect af post employment benefits,

Note 16
Cther Income

2021 2020

MNote Rupees Rupees

Profit on bank accounts 16.1 42,013,136 51,204,132
Miscellaneaus incorme 1,206,919 1,168,253
Balances written back 236,000 -

43,456,055 52,372,385

16.1 This represents prafit on Term Deposit Receipts and porfit on balances kept by the Company In deposit accounts with banks,

Note 17
Taxation
2021 2020
MNobe Rupees Rupees
Charge for the year 17.1 1,248 205 1,003,140

17.1 Charged far the year has been based on minlmum tax @ 1.5% on tumover of the Company.

k.
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Mote 18
Transaction with Related Parties

Related partles conslst of sharehelders, directors and key management personnel of the Company. Transactions with related partles are as under:

Transactions during the vear 2021 2020
Rupees Rupess
Aggregate %
Related party Relationship of Nature of transaction
Shareholding
MNational Highway Authority Principal Share of revenue 528,935,472 534,424,026
Frontier Werks Organization Parent 99.,99% Direct cost 135,040,679 69,771,770
Company Advance paid - 76,856,563

Outstanding balance as at the year end

Matianal Highway Authority Principal Share of revenue payable 1,277,028,572 1,057,778,223

Frontier Works Organization Parent Recelvable - 76,856,563
Company

Mote 1%

Financial Risk Management

Thie Board of Directors have the overall respansibiity for the establishment and aversight of the Company's risk management framework. The Board is
also responsible for developing and manitoring the Company’s risk management policies. The Company has exposure to the following risks from its use of
financlal Instruments:

- Credit risk
= Liquidity risk
- Market risk

Risk management is carried out by the management of the Company. The management provides principles and guidelines for overall risk management, as
wefl a5 policies covering specific areas.

The Company's risk management policies are established to identify and analyze the risks faced by the Company, bo set appropriate risk limits and
controls, and to meniter risks and adherence to limits, Risk management policies and systems are reviewed regularly to react to changes in market
conditions and the Company's activities.

19.1 Credit Risk

Credit risk represents the risk that one party to a financlal Instrument will cause a financial deficlt for the ather party by failing to discharge an
chligation. Credit risk arises from deposits with banks, and other receivables.

2021 2020
Rupees Rupees
Bank balances 979,503,210 645,239,185

The Company believes that it Is not exposed to credit risk as advances are due from related party which will be adjusted against certain
percentage of revenue [ fixed amount payable to that related party in future as per agreement with the related party.

The credit quality of bank balances that are neither past due nor Impaired can be assessed by reference to external credit ratings or to histarical
Information abowt counterparty default rate:

Rating Rating
Long term Agency 2021 2020
Rupees Rupees
MCB Bank Limited AAA PACRA 978,307,692 641,908,612
Hablb Bank Limited AMR ICR-VIS 1,195 518 4,330,573
979,503,210 646,239,185
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Note I8, Financial Risk Managarment- Continwed..

15.2

19,3

Liquidity Risk

Liquidity risk represants the risk that the Company shall encounter difficulties In meeting obligations assoclated with financial lladlitdes. Predent
liquidity risk management Implies maintalning sufficient cash and cash equivalents and the availability of funding through an adequate amouwnt of
committed credit facilitios. The management manitars the forecasts of the Company's cash and cash equivalents on the basls of expected cash
fiow. This Is generally carried out in accordance with the practice and limits sat by the Company. The company holds Rs. 979,50 milllon {2020:
Rs. 646,29 milllan) In fts bank accounts as on the reparting date. The table below analyses the Company’s financlal iabllities into relevant maturity
groupings based on the remaining period as at the reporting date to the contractual maturity date. The amounts disclosed In the tabie are the
contractual undiscounted cash Mows as the impact of discounting is not significant.

Contractual maturities of financial llabilities as at June 30, 2021

i’r::d';g Within Lyear |  1-2 Years 2-5Years | Aboves years
Rupess
Trade and other payables L277.317.200 1277 317300 = i z
Contractual maturities of financial liabilities as at June 30, 2020
iin:m:t“ Within 1 year 1-2 Years 2-5 Years Above 5 years
Trade and other payables 1.058.361.69]1 1,058 361,69) - - -

Market risk

Market risk Is the risk that changes In market prices, swch as foreign exchange rates, interest rates and equity prices will affect the Company’s
income or the value of its holdings of financial instruments. The chjective of market risk management |5 to manage and control market risk
exposures within acceptable parareters, while optimizing the return.

{a} Currency risk

Currency risk is the risk that the falr value or future cash flows of a financlal Instrument will Ructuate because of changes in foreign exchange
rates, Currency risk arises mainly from futere commerdal transactions or recelvables and payables that exist due to transactions In forelgn
curmencies,. The Company Is not exposed to currency risk.

(b} Interest rate rlsk

[nterest rate risk is the risk that the fair value or future cash flows of a financlal instrument will fluctuate because of changes in market Interest
ratos, The Company is exposed to interast rate risk to the extent of deposits with banks only as reported below:

2021 2020
Financial assets Rupess Rupees
Bank balances - savings accounts - local currency 079,503,210 646,239,185

Cash flow sensitivity analysis for fixed rate instruments

A change of 100 basls peints In nterest rates at the reporting date would have {decreased) [ increased profits for the year by Rs.9.79 milllon
{2020: Rs. 6.46 million).

{c} Price Risk

Price rsk represents the risk that the fair value or future cash flows of a financial Instrument will fluctuate because of changes In market prices
{other than those arising from Interest rate risk or curmency risk), whether those changes are caused by factors specific to the individual financial
instrument ar Its Issuer, or factors affecting all similar financial Instrument traded in the market. The Company is not expesed to commadity and
equity price risk.

d) Falr value of financial Instruments

Falr value ks an amount for which an asset could be exchanged, or a liabllity settled, between knowledgeable willing parties In an arm's length
transaction. Consequently, differences may arise between the carrying value and the fair value estimates, As at June 30, 2021 the net falr value of
all financlal assets and financlal liabilities are estimated to approximate their carrying values.

The falr values of all financlal assets and llabdlifes are not considered to be significantly different from thelr carmying values. The Company
classifies the financlal instruments measured in the statement of Mnancial positlon at fair valee In accordance with the following fair value
measurement hlerarchy:

Leval 1 Quoted
Leval 2 Valuation techniques (market observable)
Level 3 Valuation techniques (non market observable}
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Note 18, Rnancial Risk Management- Conlinued...
19.4 Financial instruments by categories

Financial assets as at June 30, 2021

At fair value
At fair value
At amortized through other
mm;rngl::'ram Cost comprahensive Tatal
income
e RUPEES-—-=-=—— -
Advances, prepayments and other recelvables 5 2,165,303 - 2,165,303
Cash and bank balances - 979,505,968 = 979,505 968
981,671,271 - 281,671,271
Firancial assets as at June 30, 2020
At fair value
At fair value
At amortized through other
through profit Total
criokE Cost comprehensive
income
Rupees
Advances, prepayments and other recelvables 5 76,856,553 = 76,856,563
Cash and bank balances . 646,248,190 = 646,248,190
723,104,753 = 723,104,753
Firancial Nabilities as at June 30
Amortized Cost
2021 2020
Rupees
Trade and other payables 1277.317.200 L.058 361,691
19.4.1 There are no other categories of financial assets and financial labilities as at reporting date (2020: Nil).
Mot 20
Remuneration of Chief Executive Officers, Directors and Executives
2021 [ 2020
Chief Executive
—————— Rupggs._._._,__
Remunaration 2,934,365 2,854,166
Gratuity - 365,425
Provident fund 95,200 33,200
Bonus 130,000 495,000
Qther Allowances 50,800 23,280
3,210,365 3,771,071
HNumber of persans 1 1

20,1 An executive |s defined as an employee, other than chief executive and directors, whose baslc salary exceeds 1.2 million In a financial year, There
is no exacutive in the campany.

20.2 Mo remuneration or meeting fee has been pald to any director of the Company.
20,3 The Company has provided a vehicle to chief executive for personal use.

Noke 21
Capital Risk Management

White managing capital, the objectives of the Company are to ensure that it continues to meet the going concem assumptlon, enhances shansholders’
wealth and meets stakeholders' expectations. The Company ensures its sustalnable growth viz, malntaining optimal capital structure and keeping Its
finance cost low.

In line with the Industry norms, the Company monitors capltal on the basls of the gearing ratio. This ratlo Is calculated as total borrowings divided by total
capital employed, Total capital is calculated as equity, as shown in the statement of financial position, plus total bormowings.

However as on the reporting date, tha Campany |5 not geared (2020: Not geared),
Culc,
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MNaote 22
Number of Employees
2021 2020
Numbers Numbers
MNumber of contractuzl employees as at June 30, ] 1t
Average number of employees during the year 9 10
Note 23

Authorization of Financlal Statements

MO

- ;
These financial statements were approved and authorlzed for Isﬁuancéféﬁ by the Board of Directors of the Company.

| =

Note 24
General

Corresponding figuros are re-arranged | reclassified, wherever necessary, to facllitate comparison. Mo material re-arrangements | reclassifcations have
been made in these financial statements.

e

CHIEF EXECUTIVE OFFICER DIRECTOR



