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INDEPENDENT AUDITORS’ REPORT
TO THE MEMBERS OF
MOTORWAY OPERATIONS AND REHABILITATION ENGINEERING PRIVATE LIMITED

Opinion

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

In our opinion and to the best of our information and according to the explanations given to us, the
statement of financial position, the statement of profit or loss, the statement of comprehensive income, the
statement of changes in equity, the statement of cash flows together with the notes forming part thereof
conform with the accounting and reporting standards as applicable in Pakistan and give the information
required by the Companies Act, 2017 (XIX of 2017), in the manner so required and respectively give a true
and fair view of the state of the Company's affairs as at June 30, 2021 and of the profit, the other
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 Auditor’s Responsibiliues for
the Audit of the Financial Statements section of our report. We are independent of the Company in
accordance with the Internadonal Ethics Standards Board for Accountants’ Code of Ethics for Professional
Accountants as adopted by the Institute of Chartered Accountants of Pakistan and we have fulfilled our
other ethical responsibilides 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.
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 1s 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
conunue 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.

Board of directors is responsible for oversceing the Company’s financial reporting process.

Growe Hussain Chaudhury & Co. is a member of Crowe Global w LLP, aworidwide network of independent acoouniing and management consuling finms.
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Auditor’s Responsibilities for the Audit of the Financial Statements

(_)Uf 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 auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantec that an audit conducted in
accordance with ISAs as applicable in Pakistan will always detect 2 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 statement.

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:

e 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, mistepresentations, or the override of

internal control.
evant to the audit in order to design audit proccdurcs

e Obuain an understanding of internal control rel
for the purpose of expressing an opinion on the

that are appropriate in the circumstances, but not
effectiveness of the Company’s internal control.

e [Evaluate the appropriateness of accounting policies used and the reasonableness of accounting

estimates and related disclosures made by management.

ent’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
clude 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. Our 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

e Conclude on the appropriateness of managem

we con

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 uming

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 out 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, statement of profit or loss, statement of comprehensive income

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

books of account and returns;
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¢) Investment made, expenditure incurred and guarantees extended during the year werc for the
purpose of the Company’s business; and

d) No zakat was deductible at source under the Zakat and Usher Ordinance, 1980 (XVIII of 1980).

Other Matter

. . o . . " P G P imited for the
lhe Financial Statements of Motorway Operations and Rehabilitation Engineering l_m Zte I. .on on those
vear ended June 30, 2020 have been audited by another auditor who expresses unmodified opini

statements on January 14, 2021.

HAB ATION
The engagement partner on the audit of MOTORWAY OPERATIONS AND REI hiILI:e e
ENGINEERING PRIVATE LIMITED for the year ended June 30, 2021 resulang in this ndep
auditors’ report is C.A. Habib.

Nl

Place: Islamabad ‘&7 (CHARTERED ACCOUNTANS

Dated: {1 FEB 2022



MOTORWAY OPERATIONS AND REHABILITATION ENGINEERING (PRIVATE) LIMITED

. STATEMENT OF FINANCIAL POSITION
AS AT JUNE 30, 2021

NON - CURRENT ASSETS

Property, plant and equipment
Opceranng fixed assets
CCONCess10n asscts

CWIP concesston assets

]nt.lrl!_ul)k\

Long-term advances and other recevables

CURRENT ASSETS

Current porton of long-term advances and other recevables
\dvances

Other receivables

T'ax refunds due from the Government

sShort-term investments

(Cash and bank balances

TOTAL ASSETS

SHARE CAPITAL AND RESERVES

Authorized capital

110,473,300 Ordinary shares (2020:110,475,300) of Rs.100 each
Issued, subscribed and paid up capital

110,417,142 ordinary shares (2020: 110,417,142) of Rs.100 each
Revenue reserve

Accumulared profit

NON - CURRENT LIABILITIES

l.ong - term loan

Other long - term financial habilines
long - term secunty deposits
Deferred tax hiability - net

Other deferred habiliry

‘Toll pavable

CURRENT LIABILITIES

‘I'rade and other payables

Current portion of long - term loan

Current portion of other long - term financial habilities
Dividend payable

Interest on long - term loan

TOTAL EQUITY AND LIABILITIES

CONTINGENCIES AND COMMITMENTS

o

O

10
11
12
13
14

15

16

18

19
20

21
16
17

29

23

‘The annexed notes, from 1 to 36, form an integral part of these financial statements.

A

2021 2020
---------------- Pak Rupees------—------—-

3,563,336 4,954,308
14,767,337,982 18.073,802.904
a 1,248,138
14,770,901,318 18,080,005 410
9,761,380,425 10,513,034,617
206,884,725 195,891,628
9,968,265,150 10,710,926,245
24,739,166,468 28.790,931,655
359,135,163 338,988,326
748,900 814,573
515,424,899 4,567,764,851
28,372,694 34,161,436
2,879,601 2802746
199,350,658 4,992 284,050
1,105,911,915 9,936,815,982
25,845,078,383 38,727.747,637
11,047,530,000 11,047,530,000
11,041,714,200 11,041,714,200
2,352,909,797 1,211,625,236
13,394,623,997 12,253.339,436
4,937,086,018 14,006,938,388
1,957,130,620 1,627,209,968
170,108,450 131,983,950
621,916,778 219,200,823
741,820,716 741,820,716
- 452809375
8,428,062,582 17,179,963,220
216,408,754 242,608,682
1,234,271,504 3,864,600,000
1,900,000,000 3,800,000,000
536,625,236 500,189,653
135,086,309 887,046,646
4,022,391,803 9,294,444,981
25,845,078,383 38.,727,747.63"

CHIEF EXE

CHIEF FINMNCIAL OFFICER

SSBHRTECTOR
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MOTORWAY OPERATIONS AND REHABILITATION ENGINEERING (PRIVATE) LIMITED
STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED 30 JUNE 2021

2021 2020
Note =-===mmmmmeee Pak Rupees-----=v-=---=

INCOME
Revenue from toll 24 7,599,999,996 9,831,395,800
Service area Income 25 915,963,316 1,093,476,721

8,515,963,312 10,924,872,521
Direct costs 26 (4,241,435,958) (6,493,988,344)
Gross profit 4,274,527,354 4,430,884,177
Administrative expenses 27 (79,881,507) (136,459,824)
I'inance costs a8 (1,562,409,592) (3,389,134,398)
Other income 29 694,769,161 545,703,981

(947,521,939) (2,979,890,241)
Profit for the vear - before taxation 3,327,005,415 1,450,993,9306
Taxation 30 (974,095,618) (486,915,711)
Net profit for the vear - after taxation 2,352,909,797 964,078,225

‘The annexed notes, from 1 to 36, form an integral part of these financial statements.

CHIEF EXEC

I
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/

CHIEF FEYANCIAL OFFICER

~

DIRECTOR



MOTORWAY OPERATIONS AND REHABILITATION ENGINEERING (PRIVATE) LIMITED
STATEMENT OF OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2021

2021 2020
- eeemmeeeeeeee Pak Rupees-----==-===---
Profit for the vear 2,352,909,797 964,078,225
Other comprehensive income for the year e =
Total comprehensive income for the year 2,352,909,797 964,078,225

The annexed notes, from 1 to 36, form an integral part of these financial statements.

1\

&, CHIEF EXECYTWE CHIEF FINANCIAL OFFICER “BIRECTOR



MOTORWAY OPERATIONS AND REHABILITATION ENGINEERING (PRIVATE) LIMITED

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2021

Note
CASH FLOWS FROM OPERATING ACTIVITIES

I'rotu betore tanauon
Adjustment for non-cash and other items:
Deprecauon S&06
\mortization 7
Protit on bank deposits and short-term investments 29
\moruzauon of deposit money 29
i l'inance costs 28
|
|

Crratuaty cxpense

Working capital changes:

Decrease / (increase) in current assets
\dhances
Other recevables

Increase / (decrcase) in current liabilities

[ rade and other pavables

Net operating cash flows after working capital changes

Taxes pad
Decrease in long-term prepavment
Decrease in long-term advances and other receivables
Long-term secunty depostts recerved
Interest receved
Repavment of guarantee money 17
Finance costs paid

Net cash generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase ot operaung fixed assers 5
Investments made during the vear
Investments encashed during the vear
Purchasc of concession assets 6

Net cash (used in) / generated from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of long-term loan 16.2
Dividend pad
Obutained long-term loan from FWO 16.4
Cash used in financing activities

Net (decrease)/increase in cash and cash equivalents during the year
Cash and cash equivalents at beginning of the year
Cash and cash equivalents at end of the year 14

The annexed notes, fromy] 10 36, form an integral part of these financial statements.

4

L

2021 2020
------------ Rupees----aaneee--
3,327,005,415 1,430,993,936
3,309,166,592 3.308,613.764
753,654,192 753,654,167
(135,703,680) (339 487 404
(3,972,000) (2,645,381)
1,562,409,592 3,389,134,398
- 449,594
8,812,560,111 8,360,714,874
65,673 1,980,614,150
4,052,339,248 (2,406,107,330)
(26,199,928) 61,076.484
4,026,204,993 (364,416,696)
12,838,765,105 7.996,298,178
(1,018,400,296) (243.314,040)
(31,139,934) 54,532,157
42,096,500 30,100,464
135,704,383 588,690,523
(1,900,000,000) (1,900,000.000;
(1,950,007,665) (2,726,486.582)
8,117,018,094 3,799,820,694
(62,500) (4,976,770)
(76,855) (2,802,746)
- 87151417
= (16,401.355)
(139,355) 62,970,546
(17,905,980,000) (3,156,090,006)
(1,175,189,653)
6,171,357,522 }
(12,909,812,131) (3,156,090,006)
(4,792,933,392) 706,701,234
4,992,284,050 4,285,582.816
199,350,658 4,992,284,050

CHIEF EXEGU/TIVE

CHIEF FINANCIAL OFFICER

O

DIRECTOR
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MOTORWAY OPERATIONS AND REHABILITATION ENGINEERING (PRIVATE) LIMITED
STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 30 JUNE 2021

Balance at July 01, 2019

Profr tor the yvear

Other comprehensive mcome for the vear
Lomal comprehensive income tor the vear

Cash dividend tor the vear 2019

Balance at 3 June 2020

Balance at July 01, 2020

Profit for the vear

Other comprehensive income for the vear
Total comprehensive income for the year

Cash dividend for the vear 2020

Balance at 30 June 2021

I'he annexed notes, from 1 1o 36, form an integral part of these financial statements.

CHYEFEXEZUTIVE

CHIEF

Share capital Acc:::)l:iltatcd Total
------------------------ Pak Rupees
11,041,714,200 747,736,664 11,789,450,864
964,078,225 964,078,225
um,u?x,ézs 964,078,1;.25
(500,189,653) (500,189,653)
11,041, 714.200 1.211,625,236 12.253.339.436
11,041,714,200 1,211,625,236 12,253,339,436
. 2,352,909,797 2,352,909,797
: 2,352,909;;97 2,352,909;;97
. (1,211,625,236) (1,211,625,236)
11,041,714,200 2,352,909,797 13,394,623,997
W
2 a
ANCIAL OFFICER DIRECTOR




MOTORWAY OPERATIONS AND REHABILITATION ENGINEERING (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2021

1

1

1.2

THE COMPANY AND ITS OPERATIONS

Motorway Operanons and Rehabiitanon Engineening (Private) limited (the Company) was incorporated as
prvate hmuted company on 11 Apal 2014 under the Companies Ordinance, 1984 (replaced by the Companies
\ct, 2017 wath ettect from 30 May 2017). The Company 1s panapally formed for the purpose of overlay and
modernizaton of Lahore-lslamabad Motorway, heren referred as M-2, on a built, operate and transfer basts,
pursuant to Concession \greement dated 23 Apnl 2014, entered into between Nauonal [ighway Authonity
NELY) and the Company (The Project) for a penod of 20 years.

Ihe Company further entered mto Engineenng, Procurement, and Construction (1:PC) contract with Fronuer
Works Organzanon (WO — the Parent Company) dated 11 December 2014 for completon of the Project. As
per the provisions of EPC contract, the Project 1s being executed by 'WO on behalf of the Company.

On 22 May 2014, the Company signed a Term Sheet with a Consortium of four banks to finance the
development, designing, engineenng and construction of the Project through a Syndicate Term Financing Facility
(STEHE) of Rs. 25,778 mulbon, represenung 706 of the total estimated project cost of Rs. 36,825 million, while
remamning 3% s to be inpected i the form of equity by FWO.

The regastered office of the Company s situated at HQ, 509, Kashmir Road, R.A Bazar, Rawalpindi.

STATEMENT OF COMPLIANCE

These financal statements have been prepared in accordance with the accounting and reporting standards as
apphcable in Pakistan. The accounung and reportng standards applicable in Pakistan comprise of:

Internanonal Financal Reporung Standards (IFRS Standards) issued by the International Accounting Standards
Board (LASB) as noufied under the Companies Act, 2017; and

Provisions of and direcuves 1ssued under the Companies Act, 2017.

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

The Company has availed the relaxaunon granted by the Securities and Exchange Commission of Pakistan
(SECP), from requirements of IFRIC 12 while preparing these financial statements. For the accounting policies,
adopted by the Company n respect of 1ts Service Concession Agreement with NIHA, refer to notes 4.3, 44 and

BASIS OF PREPARATION

These financial statements have been prepared under the histoncal cost convention, except for payable to
Nanonal Highway Authonty (NHA), provision for hand back cost and toll payable, which are measured at their
respective present values.

Significant accounting judgments and estimates

The preparation of financial statements in conformity with the approved accounting standards requires the
management to make judgments, estimates, and assumptions that affect the application of policies and the
reported amounts of assets and habiliies. The esumates and underlying assumptions are based on historical

cxpenence and other factors including reasonable expectations of furure events, which are believed to be
reasonable under the arcumsnances.



MOTORWAY OPERATIONS AND REHABILITATION ENGINEERING (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2021

(i)

(i)

(iii)

)

4.1

I'he esumates and underlying assumpuons are reviewed on an ongoing basis. Revisions to accounting estimates

are recognized 1n the pertod in which esumates are revised or in any future periods effected.
Property, plant and equipment and intangibles (Note 5, 6 and 7)

The Company reviews approprateness of the rate of depreciation/amortization, useful life and residual value
used in the calculation of depreciation of property, plant and equipment and amortization of intangibles. Further,
where applicable, an estimate of the recoverable amount is made for possible impairment on an annual basis. In
making these estimates, Company uses the technical resources available with the Company. Any change in thesc
estumates in the future, might affect the carrying amount of the respective item of property, plant and equipment

and intangibles, with a corresponding effect on the depreciation/amortization and impairment.

Deferred tax (Note 9)

Deferred tax assets are recognized for all unused tax losses and credits to the extent that it is probable that
taxable profit will be available against which such losses and credits can be utilized. Significant management
judgment 1s required to determine the amount of deferred tax asset that can be recognized, based upon the likely

uming and level of future taxable profits together with future tax planning and strategies.
Provision for hand back cost (Note 19)

Provision is recognized for the future submission of Transfer Bond, which the Company is required to make
under the Concession Agreement. Estimate of the amount of provision recognized are based on the Company’s
assumptions for condition of the M-2 at Concession Iind Date and price levels. Provision is based on the best
esumates, however, the actual outflow may differ from estimated cash outflows due to changes in technology,
future condition of M-2 and the fact that actual expenditure will take place many years in future. The carrying

amount of provision is reviewed annually and adjusted to account for such changes.
Impairment of other receivables (Note 11)

‘The Company reviews its other receivables at each reporting date to assess whether an allowance for expected
credit loss should be recorded in the statement of profit or loss. In partcular, judgment by management is
required in the estmation of the amount and timing of furure cash flows when determining the level of
allowance for expected credit loss required. Such estimates are based on assumptions about a number of factors,
including macro-cconomic indicators based on reasonable and supportable information available without any
significant cost and effort, and actual results may differ, resulting in future changes to the allowance for expected
credit loss.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

‘The significant accounting policies adopted in the preparation of these financial statements are set out below.
‘These policies have been consistently applied to aIl the years for which financial information is presented in these

financial statements, unless otherwise stated.
Functional and presentation currency

Items included in these financial statements arc measured using the currency of the primary economic
environment in which the Company operates. The financial statements of the Company are presented in Pak
Rupees, which is the Company’s functional currency. Figures in these financial statements have been rounded off
to the nearest Pak Rupee, unless otherwise stated.



MOTORWAY OPERATIONS AND REHABILITATION ENGINEERING (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2021

4.2

4.2.1

New and amended standards and interpretations

The following International Financial Reporting Standards (IFRS  Standards), interpretations and  the
amendments as notified under Companies Act, 2017 are effective for accounting periods beginning from the
dates specified below:

Amendment to IFRS 3 ‘Business Combinations’ (effective for annual periods beginning on or after 1 January
2022). Minor amendments were made to update references to the Conceptual l"rarr_mwork for IFinancial
Reporting and add an exception for the recognition of liabilities and contingent liabilities within the scope of IAS
37 ‘Provisions, Contingent Liabilities and Contingent Assets” and II'RIC 21 ‘Levies’. The amendment also
confirms that contingent assets should not be recognised at the acquisition date. The amendments are not likely
to have impact on Company’s financial statements.

Amendment to IFRS 4 ‘Insurance Contracts’. The fix expiry date for the exemption in IFRS 4 from applying
II'RS 9 for an entty choosing to apply the deferral approach is now 01 January 2023. The amendments are not
likely to have impact on Company’s financial statements.

Amendments to IAS 1 Presentation of Financial Statements’ - Classificaton of liabilities as current or non-
current (effective for the annual periods beginning on or after 1 January 2023). These amendments in the
standard have been added to further clarify when a liability is classified as current. The standard also amends the
aspect of classification of liability as non-current by requiring the assessment of the entity’s right at the end of the
reporting period to defer the settlement of Liability for at least twelve months after the reporting period. An entity
shall apply those amendments retrospectively in accordance with IAS 8. The Company is currently assessing the
impact on its financial statements.

Amendments to IAS 16 ‘Property, Plant and Equipment’ Proceeds before Intended Use (effective for annual
periods beginning on or after 1 January 2022). These amendments clarify that sales proceeds and cost of items
produced while bringing an item of property, plant and equipment to the location and condition necessary for it
to be capable of operating in the manner intended by management e.g. when testing etc., are recognized in profit
or loss in accordance with applicable Standards. The entity measures the cost of those items applying the
measurement requirements of IAS 2. The standard also removes the requirement of deducting the net sales
proceeds from cost of testing. An entity shall apply those amendments retrospectively, but only to items of
property, plant and equipment that are brought to the location and condition necessary for them to be capable of
operating in the manner intended by management on or after the beginning of the earliest period presented in
the financial statements in which the entity first applies the amendments. The amendments are not likely to have
impact on Company’s financial statements.

Amendments to IAS 37 Provisions, Contingent Liabilities and Contingent Assets’ Onerous Contracts — Cost of
Fulfilling a Contract (effective for annual periods beginning on or after 1 January 2022). It amends IAS 1 by
mainly adding paragraphs which clarifies what comprise the cost of fulfilling a contract, cost of fulfilling -a
contract is relevant when determining whether a contract is onerous. An entity is required to apply the
amendments to contracts for which it has not yet fulfilled all its obligations at the beginning of the annual
reporting period in which it first applies the amendments (the date of initial application). Restatement of
comparative information is not required, instcad the amendments require an entity to recognize the cumulative
effect of initially applying the amendments as an adjustment to the opening balance of retained earnings or other
component of equity, as appropriate, at the date of initial application. The amendments are not likely to have
impact on Companv’s financial statements.

Amendments to IFRS 9 ‘Financial Instruments, IAS 39 ‘Financial Instruments: Recognition and Measurement’,
IIFRS 7 ‘Financial Instruments: Disclosures’, IFRS 4 ‘Insurance Contracts’ and IFRS 16 ‘Leases’ Interest Rate



MOTORWAY OPERATIONS AND REHABILITATION ENGINEERING (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2021

Benchmark Reform — Phase 2 (applicable for annual financial periods beginning on or after 1 January 2021, with
carlier application permitted). The amendments introduce a practical expedient to account for modifications of
tinancial assets or financial liabilities if a change results directly from IBOR reform and occurs on an
‘cconomically equivalent” basis. In these cases, changes will be accounted for by updating the effective interest
rate. .\ similar practical expedient will apply under 1IFRS 16 for lessees when accounting for lease modifications
required by IBOR reform. The amendments also allow a series of exemptions from the regular, strict rules
around hedge accounting for hedging relationships directly affected by the interest rate benchmark reforms and
shall be applied retrospectively. 1ledging relationships previously discontinued solely because of changes resulting
from the reform will be reinstated if certain conditions are met. The amendments are not likely to have impact
on Company’s financial statements.

- Amendments to IFRS 16 Teases” COVID-19-Related Rent Concessions — the International Accounting
Standards Board (the Board) has issued amendments to IFRS 16 (the amendments) to provide practical relief for
lessees in accounting for rent concessions. The amendments were effective for periods beginning on or after 1
June 2020, with earlier application permitted. Under the standard’s previous requirements, lessees assess whether
rent concessions arce lease modifications and, if so, apply the specific guidance on accounting for lease
modifications. This generally involves remeasuring the lease liability using the revised lease payments and a
revised discount rate. In light of the effects of the COVID-19 pandemic, and the fact that many lessees were
applving the standard for the first tme in their financial statements, the Board provided an optonal practcal
expedient for lessces. Under the practical expedient, lessees were not required to assess whether eligible rent
concessions are lease modifications, and instead were permitted to account for them as if they were not lease
modifications. The amendment had no impact on Company’s financial statements.

The pracucal expedient introduced in the 2020 amendments only applied to rent concessions for which any
reducton in lease payments affected payments originally due on or before 30 June 2021. In light of persistence of
economic challenges posed by the COVID-19 pandemic, the Board has extended the practical expedient for
COVID-19 related rent concessions by one year i.c. permitting lessees to apply it to rent concessions for which
any reduction in lease payments affects only payments originally due on or before 30 June 2022. Rent
concessions are eligible for the practical expedient if they occur as a direct consequence of the COVID-19
pandemic and if all the following criteria are met:

- the change in lease payments results in revised consideration for the lease that 1s substantially the same as, or

less than, the consideration for the lease immediately preceding the change;
- there is no substantive change to the other terms and conditions of the lease.
The amendments are not likely to have impact on Company’s financial statements.

- Amendments to IAS 1 ‘Presentation of Financial Statements’ and IFRS Practice Statement 2-Disclosure of
Accounting Policies (effective for annual reporting periods beginning on or after 1 January 2023 with earlier
application permitted)—the Board has issued amendments on the application of materiality to disclosure of
accounting policies and to help companies provide useful accounting policy disclosures. The key amendments to
TAS 1 include:

- requiring companies to disclose their material accounting policies rather than their significant accounting
policies;

- clarifving that accounting policies related to immaterial transactions, other events or conditions are themselves
immaterial and as such need not be disclosed; and

- clanifying that not all accountng policies that relate to material transactions, other events or conditions are
themselves material to a company’s financial statements.
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4.2.2

The Board also amended TIFRS Practice Statement 2 o include guidance and two additional examples on the
application of materality to accounting policy disclosures. The Company is currently assessing the impact on
its financial statements.

Amendments to IAS 8 “Accounting Policies, Changes in Accounting Estimates and Errors™Definition of
Accounting Esumates — The amendments introduce a new definition for accounting estimates clarifying that they
are monetary amounts in the financial statements that are subject to measurement uncertainty. The amendments
also clanfy the relatonship between accounting policies and accounting estimates by specifying that a company
develops an accounting estimate to achieve the objective set out by an accounting policy. The amendments are
effective for periods beginning on or after 1 January 2023, and will apply prospectively to changes in accounting
esumates and changes in accounting policies occurring on or after the beginning of the first annual reporting
period in which the company applies the amendments. The Company is currently assessing the impact on its
financial statements.

Amendments to 1\S 12 ‘Income TaxesDeferred Tax related to Assets and Liabilities arising from a Single
Iransaction (effecuve for annual reporting periods beginning on or after 1 January 2023 with earlier application
permitted) — The amendments narrow the scope of the initial recognition exemption (IRE) so that it does not
apply to transactons that give rise to equal and offsetting temporary differences. As a result, companies will need
to recognise a deferred tax asset and a deferred tax liability for temporary differences arising on inital recognition
of a lease and a decommissioning provision. For leases and decommissioning liabilities, the associated deferred
tax assct and liabilities will need to be recognised from the beginning of the earliest comparative period
presented, with any cumulative effect recognised as an adjustment to retained earnings or other components of

equity at that date. The Company is currently assessing the impact on its financial statements.

The following annual improvements to IFRS standards 2018-2020 arc cffective for annual reporting periods

beginning on or after 1 January 2022.

IFRS 1 - The amendment permits a subsidiary that applies paragraph D16(a) of IFRS 1 to measure cumulative
translation differences using the amounts reported by its parent, based on the parent’s date of
transition to IFRSs.

IIFRS 9 —  'The amendment clarifies that 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, when it applies the ‘10 per cent’ test in paragraph B3.3.6 of IFRS 9 in assessing
whether to derecognize a financial liability.

IFRS 16 — The amendment partially amends Illustrative Example 13 accompanying IIFRS 16 by excluding the
illustration of reimbursement of leaschold improvements by the lessor. The objective of the
amendment is to resolve any potental confusion that might arise in lease incentives.

IAS 41 —  The amendment removes the requirement in paragraph 22 of IAS 41 for entities to exclude taxation
cash flows when measuring the fair value of a biological asset using a present value technique.

The above mentioned amendments are not likely to have an impact on Company’s financial statements.
Other than the aforesaid standards, interpretations and amendments, the International Accounting Standards
Board (TASB) has also issued the following standards which have not been notified locally by the Securities and

Exchange Commission of Pakistan (SECP) as at 30 June 2021:

- IFRS 1 - First Time Adoption of International Financial Reporting Standards
- IFRS 17 — Insurance Contracts
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4.2.3

4.3

4.3.1

43.2

"The following interpretations / IFRS issued by IASB have been waived off by SECP:

- IFRIC 12 - Service Concession Arrangements

- IFRS 2 - Share based payment in respect of Benazir Employees’ Stock Option Scheme.
Property, plant and equipment

Operating fixed assets

ltems of operating fixed assets are stated at cost less accumulated depreciation and accumulated impairment

losses, 1f any. Cost includes purchase price and all other expenses which are directly attributable for bringing the
asset to 1ts intended use, location and condition.

Depreciation 1s charged to income applying the straight-line method at the rates mentioned in note 5 to these
financial statements, whereby the cost of an asset is written off over its estimated useful life. Depreciation on

additons 1s charged from the month of acquisition with no charge of depreciation in the month of disposal.

An item of operaung fixed assets is derecognized upon disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss arising on de-recognition of the assets (calculated as the

difference between the net disposal proceeds and the carrying amount of the asset) is included in the profit or
loss, in the vear the asset is derecognised.

The cost of replacing part of an item of operating fixed assets is recognized in the carrying amount of the item, if
it 1s probable the future economic benefits embodied within the part will flow to the Company and its cost can
be measured reliably. The carrying amount of the replaced part is derecognized. The cost of the day-to-day
servicing of operating fixed assets are recognized in the profit or loss as incurred.

The assets” residual values, useful lives and depreciation methods are reviewed and adjusted if “appropriate, at
each financial year end. The effect of any adjustment to residual values, useful lives and methods is recognized
prospecuvely as a change 1n accounting estimate.

Concession assets

Concession assets are stated at cost less accumulated depreciation and accumulated impairment losses, if any.
Cost includes construction costs incurred on overlay and modernization of M-2 motorways, present value of the

initial esumate of the hand back cost and borrowing costs relating to funds specifically borrowed for overlay and
modernization of M-2.

Depreciation is charged to income applying the straight-line method at the rates mentioned in note 6 to these
financial statements, whereby the cost of an asset is written off over its estimated uscful life. Depreciation on
additons is charged from the month of acquisition with no charge of depreciation in the month of disposal.

An item of concession assets is derecognized upon disposal or when no future economic benefits are expected
from its use or disposal. Any gain or loss arising on de-recognition of the assets (calculated as the difference
berween the net disposal proceeds and the carrying amount of the asset) is included in the profit or loss, in the
vear the asset is derecognized.
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4.3.3

4.4

Application of waiver from requirement of IFRIC 12 "Service Concession Arrangement"

In accordance with SR.O 24(1)/2012, dated 16 January 2012, the Company has availed exemption, granted by
Securties and Lixchange Commission of Pakistan (SIXCP), from requirements of 1IFRIC 12 while preparing these
financial statements.

TFRIC 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; and
the grantor controls through ownership, beneficial entitlement or otherwise any significant residual interest in the
infrastructure at the end of the term of the arrangement.

Under the Company's Concession Agreement, IFRIC 12 would have required the Company not to recognize any
infrastructure as part of its property, plant and equipment. The Company would have to account for its cost on
overlay and modernization of M-2, disclosed in note 6 to the financial statements, as expenses in statement of
profit or loss by reference to the stage of completion. The Company would also have been required to
recognized revenue for these services at its fair value, normally calculated on the basis of cost and generally
applicable margin on similar services, against an intangible asset, representing a right to charge toll from users of

M-2 motorway. Borrowing attributable to arrangement would also have been capitalized as part of intangible
asset.

The Company, however, has applied the watver granted by SECP and is carrying its incurred cost of overlay and
modernization of M-2 (including the related borrowing cost) as concession assets. Further, the Company has not

bifurcated its revenue between consideration for overlay and modernization of M-2 and operation services for M-
5

Concession work-in-progress

Concession work-in-progress is stated at cost less accumulated impairment losses, if any. It consists of
expenditure incurred in respect of tangible assets in the course of their construction and installation. Transfers
are made to the relevant fixed assets category as and when assets are available for intended use.

Intangible

An intangible is recognized if it is probable that the future economic benefits that are attributable to the asset will
flow to the enterprise and that the cost of such an asset can also be measured reliably.

Intangible are measured on iniual recognition at cost, being the fair value of the consideration given. Following

initial recognition, intangibles are carried at cost less accumulated amortization and accumulated impairment, if
any.

The useful lives of intangibles are assessed as cither finite or indefinite. The Company does not have an
intangible asset with indefinite useful life. Intangibles with the finite useful life are amortized over their period of
economic useful life. The Company’s Intangible with finite useful life consist of Guaranteed Money (i.e. amount
paid/payable to NHA for grant of Concession and right to use the M-2) and software. Cost of Guaranteed

Money consist of cash paid by the Company and present value of amounts payable in future period, which is
being amortized over the concession period of 20 years.
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4.5

4.6

4.7

4.8

4.9

4.10

Changes 1n the expected useful life or the expected pattern of consumption of future economic benefits
embodied in the intangible asset, are accounted for by changing the recognized period or amortization method,
as appropriate, and treated as change in accounting estimates. The recognized expense on intangibles with finite
lives 1s recognized in the statement of profit or loss in the expense category, consistent with the function of the
intangible asset.

Advances and prepayments

These are recognized at cost, which 1s the fair value of the consideration given.
Deposits and other receivables

These are recognized at cost, which is the fair value of the consideration given. However, an assessment is made
at each reporting date to determine whether there is an indication that a financial asset or a group of financial
assets may be impaired. If such an indication exists, the estimated recoverable amount of that asset is determined
and impairment loss is recognized for the difference between the recoverable amount and the carrying value.

Cash and cash equivalents

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

Long-term financing

These are recognized initially at fair value, less the attributable transactions costs. After initial recognition, these
are subsequently measured at amortized cost using the Effective Interest Rate (EIR) method. Gains and losses
are recognized in the statement of profit or loss when the liabilities are derecognized.

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 in finance costs in the statement of profit
or loss.

Trade and other payables

Liabilities for trade and other amounts payable are carried at amortized cost, which approximates the fair value of
the consideration to be paid in future for goods and services received, whether or not billed to the Company.

Borrowing costs

Mark-up, interest and other direct charges on borrowings that are attributable to the acquisiion and/or
construction of qualifying assets, are capitalized as part of the cost of such assets. A qualifying asset is one that
necessarily takes a substantial period of time to get ready for its intended use. Capitalization of borrowing costs is
suspended in the period during which active development is delayed due to, other than temporary interruption.
All other mark-up, interest and related charges are charged to the statement of profit or loss.
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4.11

412

4.13

Provision for hand back cost

Provision for hand back cost has been recognized as the Company has a legal obligation to submit the Transfer
Bond to. NHA, six months prior to the Concession End Date or immediately upon but not later than thirty days
from the date of issuance of the Termination Notice. Provision for hand back cost is recognized at present value
of higher of 10% of the expected operations and maintenance cost for a period of 5 years preceding the transfer
date and Rs. 500 million. The cash flows have been discounted at a rate that reflects the risk specific to the hand
back cost.

Subsequent to initial recognition, an unwinding expense relating to the provision is recognized as a finance cost,
and the capitalized cost will be expensed as depreciation, over the useful life of overlay and modernization cost
of M-2.

While the provision is based on the best estimate of future costs and the pay-out period, there is uncertainty
regarding both the amount and timing of incurrence of these costs. Any subsequent change in the present value
of the estimated expenditure due to changes in the gross O&M cost or discount rates, is dealt with prospecuvely,
and reflected as an adjustment to the provision and a corresponding adjustment to the concession asset. Cost for
unwinding of provision for hand back cost 1s recognized in the statement of profit or loss.

General provisions

General provisions are recognized when the Company has a present legal or constructive obligation as a result of
a past event, it 1s probable that an outflow of resources embodying economic benefits will be required to settle
the obligation and a reliable estimate can be made of the amount of such obligation.

Taxation
Income tax expense comprises current and deferred tax.
Current

Provision for current taxation is based on taxable income at the current rates of taxation after taking into account
tax credits and tax rebates available, if any. ‘The tax charge as calculated above is compared with turnover tax
under Section 113 of the Income Tax Ordinance, 2001, and Alternate Corporate Tax and the higher of the three
amounts is provided for in the financial statements.

Deferred

Deferred tax is accounted for using the balance sheet liability method in respect of all temporary differences,
arising from differences between the carrying amount of assets and liabilities in the financial statements, and the
corresponding tax bases used in the computation of taxable profit. Deferred tax liabilities are recognized for all
raxable temporary differences and deferred tax assets are recognized for all deductible temporary differences,
unused tax losses and tax credits to the extent that it is probable that taxable profits will be available against
which these can be uulized.

The carrying amount of deferred tax assets 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 assets to
be utilized.
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4.14

(a)

(b)

()

4.15

Deferred income 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 Lability is settled, based on tax rates (and tax laws) that have been enacted or
substantively enacted at the reporting date.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and
assets, and they relate to income taxes levied by the same tax authority on the same taxable entity, or on different

tax entities, and they intend to settle current tax liabilities and assets on a net basis, or the tax assets and liabilities
will be realized simultaneously.

Income recognition

Revenue from toll

Revenue from toll is recognised when control of the services is transferred to the customer at an amount that
reflects the consideraton to which the Company expects to be entitled in exchange for those services.

The Company has outsourced the process of collecting tolls from motor vehicles travelling on M-2 to FWO. The
toll collected by FWO on toll plazas of M-2 is recognized as a revenue at the point in time when control of the
services is transferred to the customer, generally on completion of the voyage by the customer.

Performance obligations

The performance obligation is to provide a pathway for travelling at M-2 and is satisfied at point in time. The toll

collected on a partcular day, except for vehicles affixed with M-tag by FWO, is deposited by FWO in the
Company’s bank account on next day.

In case of toll collection through M-tag, the commuters deposit the advance toll (to be consumed for muldple
motorways, including M-2) with the FWO and the Company recognizes the revenue based on the monthly toll

utlization reports. The performance obligation is satisfied at point in time. Payment from FWO is generally due
within 30 days upon completion of a particular month.

Service area income

Leases in which the Company does not transfer substantially all the risks and rewards of ownership of an asset
are classified as operating leases. Rental income arising is accounted for on a straight line basis over the lease
terms and is included in income in the statement of profit or loss due to its operating nature.

Profit on bank deposits and investments
Return on bank balances is recognized using the effective interest rate method.

Financial instruments

A 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.
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@

(i1)

Financial assets
Classification and initial recognition

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost, fair value
through other comprehensive income (OCI), and fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset’s contractual cash flow
characteristics and the Company’s business model for managing them. With the exception of trade receivables
that do not contain a significant financing component or for which the Company has applied the practical
expedient, the Company initially measures a financial asset at its fair value plus, in the case of a financial asset not
at fair value through profit or loss, transaction costs. Trade receivables that do not contain a significant financing

component or for which the Company has applied the practical expedient are measured at the transaction price
determined under IFRS 15.

In order for a financial asset to be classified and measured at amortised cost or fair value through OCI, it to give
rise to cash flows that are ‘solely payments of principal and interest (SPPI)’ on the principal amount outstanding.
This assessment is referred to as the SPPI test and is performed at an instrument level.

Subsequent measurement
Financial assets at amortised cost
The Company measures financial assets at amortised cost if both of the following conditions are met:

The financial asset is held within a business model with the objective to hold financial assets in order to collect
contractual cash flows; and

The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

Financial assets at amortised cost are subsequently measured using the effective interest (EIR) method and are
subject to impairment. Gains and losses are recognised in profit or loss when the asset is derecognised, modified
or impaired.

The Company's financial assets at amortised cost includes other receivables, investments and accrued interest.

The Company has not designated any financial assets at fair value through OCI (equity instruments) or financial
assets at fair value through profit or loss.

Derecognition of financial assets

A financial asset (or, where applicable part of a financial asset or part of a group of similar financial assets) is
derecognized when:

The Company has transferred its right to receive cash flows from the asset, or has assumed an obligation to pay
the received cash flows in full, without material delay to a third party under a ’pass-through’ arrangement; and
either
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(b)

(a) the Company has transferred substantally all the risks and rewards of the asset, or

(b)  the Company has ncither transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset.

When the Company has transferred its rights to receive cash flows from an asset or has entered into a pass-

through arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of ownership.

When it has neither transferred nor retained substantially all of the risks and rewards of the asset, nor transferred
control of the asset, the Company continues to recognise the transferred asset to the extent of its continuing
involvement. In that case, the Company also recognises an associated liability. The transferred asset and the

associated liability are measured on a basis that reflects the rights and obligations that the Company has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of

the original carrying amount of the asset and the maximum amount of consideration that the Company could be
required to repay.

Financial liabilities
Classification, initial recognition and subsequent measurement

‘The Company classifies its financial liabilities in the following categories: at fair value through profit or loss and
other financial liabilities. The Company determines the classification of its financial liabilities at initial recognition.
All financial liabilities are recognized initially at fair value and in the case of other financial liabilities, also include
directly attributable transaction costs.

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

(i) Fair value through profit or loss

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

(ii) Other financial liabilities

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

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.
When an existing financial Lability is replaced by another MOM the same lender on substantially different terms,
or the terms of an existing liability are substantially modified, such an exchange or modification is treated as the
derecognition of the original liability and the recognition of a new liability. The difference in the respective
carrying amounts is recognised in the statement of profit or loss.
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(c) Off-setting of financial assets and liabilities

4.16

(@)

(i)

Financial assets and financial liabilities are off-set and the net amount is reported in the statement of financial
postton if there is a currently enforceable legal right to offset the recognised amounts and there is an intention to

settle on a net basis, to realise the assets and settle the liabilities simultaneously.
Impairment

Financial assets

The Company recognises an allowance for expected credit losses (ECLs) for all debt instruments not held at fair
value through profit or loss. 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. The expected cash flows will include cash flows from the

sale of collateral held or other credit enhancements that are integral to the contractual terms.

ECLs are recognised in two stages. For credit exposures for which there has not been a significant increase in
credit nisk since inital recognition, ECLs are provided for credit losses that result from default events that are
possible within the next 12-months (a 12-month 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 ekpected
over the remaining life of the exposure, irrespective of the timing of the default (a lifetime ECL).

For other recetvables, the Company applies a simplified approach in calculating ECLs. Therefore, the Company
does not track changes in credit risk, but instead recognises a loss allowance based on lifetime ECLs at each
reporting date. The Company has established a provision matrix that is based on its historical credit loss
experience, adjusted for forward- looking factors specific to the debtors and the economic environment.

The Company considers a financial asset in default when contractual payments are 90 days past due. However, in
certain cases, the Company may also consider a financial asset to be in default when internal or external
information indicates that the Company is unlikely to receive the outstanding contractual amounts in full before
taking into account any credit enhancements held by the Company. A financial asset is written off when there is
no reasonable expectation of recovering the contractual cash flows.

Non - financial assets

The carrying amounts of the Company’s non-financial assets are reviewed at each reporting date to determine
whether there is any indication of impairment. If any such indication exists then the asset's recoverable amount is
estimated.

An impairment loss is recognized if the carrying amount of an asset or its cash-generating unit exceeds its
recoverable amount. A cash-generating unit is the smallest identifiable asset group that generates cash flows that
largely are independent from other assets and groups. Impairment losses are recognized in the statement of
profit or loss. Impairment losses recognized in respect of cash-generating units are allocated first to reduce the
carrying amount of any goodwill allocated to the units and then to reduce the carrying amount of the other assets
in the unit (group of units) on a pro-rata basis.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and fair value less
costs to sell. In assessing value-in-use, the estimated future cash flows are discounted to their present value using
a pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific
to the asset.
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4.18

4.19

An impairment loss recognized in the prior periods is assessed at each reporting date for any indications that the
loss has decreased or no longer exists. An impairment loss is reversed if there has been a change in the esumates
used to determine the recoverable amount. An impairment loss 1s reversed only to the extent that the asset’s

carrying amount does not exceed the carrying amount that would have been determined, net of - depreciation or
amortization, if no impairment loss had been recognized.

Employees' Gratuity

All regular employees, after completion of five years of regular service, were entitled to gratuity at the time of
his/her departure. The gratuiry payment is equivalent to the last drawn salary of an employee for each completed
vear of service, on a proportionate monthly basis. The scheme was approved by the management of the
Company on 20 Junc 2019 and was discontinued with effect from 25 December 2019. The balance of employees'
gratuity scheme was wransferred to Employees’ Provident Fund with effect from 25 December 2019,

Employees' Provident Fund

The Company operates a provident fund scheme for its eligible employees with effect from 25 December 2019.

liqual monthly contributions are made both by the Company and the employees at 8% of the basic salaries of the
employees.

All investments in collective investment schemes, listed equity and listed debt securities out of provident fund

have been made in accordance with the provisions of section 218 of the Companies AAct, 2017 and the conditions
specified thereunder.

Fair Value Measurement

Fair value 1s the price that would be recerved to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The fair value measurement is based on the presumption
that the transaction to sell the asset or transfer the liability takes place cither:

- In the principal market for the asset or liability; or

- In the absence of a principal market, in the most advantageous market for the asset or Liability.

The principal or the most advantageous market must be accessible by the Company. The fair value of an asset or
a liability is measured using the assumptions that market participants would use when pricing the asset or liability,
assuming that market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant's ability to generate

economic benefits by using the asset in its highest and best use or by selling it to another market participant that
would use the asset in its highest and best use.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorized
within the fair value hierarchy, described as follows:

Level 1 - quoted prices (unadjusted) in active markets for identical assets or liabilities
Level 2 - inputs other than quoted prices included within Level 1 that are observable for the asset or liability,

Level 3 - inputs for the asset or liability that are not based on observable market data (unobservable inputs).



MOTORWAY OPERATIONS AND REHABILITATION ENGINEERING (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2021

For assets and labilities that are recognised in the financial statements at fair value on a recurring basis, the
management of the Company determines whether transfers have occurred between levels in the hierarchy by re-
assessing categorization (based on the lowest level input that is significant to the fair value measurement as a

whole) at the end of each reporting period.

The management of the Company determines the policies and procedures for both recurring fair value
measurement and for non-recurring measurement. For the purpose of fair value disclosures, the Company
determines classes of assets and liabilities on the basis of the nature, characteristics and risks of the asset or

liability and the level of the fair value hierarchy, as explained above.
"The Company does not measure any of its assets or liabilities at fair value.
4.20  Current versus non-current classification

The Company presents assets and liabilities in the statement of financial position based on current/non- current

classification. An asset is current when it is:

» Lxpected to be realised or intended to be sold or consumed in the normal operating cycle;
e Held primarily for the purpose of trading;
» Expected to be realised within twelve months after the reporting period; or

* Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at least twelve
months after the reporting period.

All other assets are classified as non-current.
A liability is current when:
» It is expected to be settled in the normal operating cycle;
o It 1s held primarily for the purpose of trading;
e Itis due to be settled within twelve months after the reporting period; or
* There is no unconditional right to defer the settdement of the liability for at least twelve months after the

reporting period.

The terms of the lability that could, at the option of the counterparty, result in its settlement by the issue of
equity instruments do not affect its classification

The Company classifies all other liabilities as non-current.

Deferred tax assets and liabilities are classified as non-current assets and liabilities.
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5 OPERATING FIXED ASSETS

2021

Furniture and fittings
Office equipment
Computer equipment
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Furniture and fittings
Office equipment
Computer equipment

WRITTEN

COST ACCUMULATED DEPRECIATION DOWN

VALUE

Charge for th :

At01July  Additions Disposals At30June  Rate  At01 July A f:a:" ©  Disposals At30June  At30 June

------------------- T R —— % Rupees Rupees
4,533,879 - - 4,533,879 20 996,716 891,893 - 1,888,609 2,645,270
973,352 17,500 - 990,852 20 264,326 187,486 - 451,812 539,040
2,611,931 45,000 - 2,656,931 33 1,903,812 374,093 - 2,277,905 379,026
8,119,162 62,500 . 8,181,662 3,164,854 1,453,472 . 4,618,326 3,563,336
WRITTEN

COST ACCUMULATED DEPRECIATION DOWN

VALUE
At01 July  Addidons  Disposals At 30 June Rate At 01 July Chatgs fwris Disposals At 30 June At 30 June

year

___________________ Rupees----------------- % amemmeeeeee———-Rupees--moe - Rupees
677,944 3,855,935 - 4,533,879 20 248,165 748,551 - 996,716 3,537,163
215,925 757,427 - 973,352 20 92,831 171,495 264,326 709.026
2,248,523 363,408 - 2,611,931 33 1,400,335 503,477 - 1,903,812 708,119
3,142,392 4,976,770 - 8,119,162 1,741,331 1,423,523 - 3,164,854 4,954,308

5.1 Depreciation for the year is charged to administrative expenses (refer to note 27).
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6 CONCESSION ASSETS

2021
) WRITTEN
COST ACCUMULATED DEPRECIATION DOWN
VALUE
Effect of revision Useful Charge for the
iti : At 01 Jul At 30 June At 30 June
At 01 July Additions T At 30 June Life July year
Pak Rupees Years Pak Rupees Rupees
Building 546,458,192 1,248,138 - 547,706,330 18 119,835,410 30,780,701 150,616,111 397,090,219
Structures 1,736,963,270 - - 1,736,963,270 18 381,735,060 97,680,792 479,415,852 1,257,547,418
Other Assets 1,227,769,722 - - 1,227,769,722 18 269,828,825 69,045,516 338,874,341 888,895,381
Road Infrastructure 23,556,143,025 . . 23,556,143,025 9 10,258,350,847 2,624,590,068  12,882,940,915 10,673,202,110
Equipment and Computer Accessories 2,942,573,121 - - 2,942,573,121 10 1,125,537,737 290,728,471 1,416,266,208 1,526,306,913
Vehicles 980,801,186 - - 980,801,186 5 761,617,673 194,887,572 956,505,245 24,295,941
30,990,708,516 1,248,138 § 30,991,956,654 12,916,905,552 3,307,713,120  16,224,618,672 14,767,337,982
’)()‘)!!
WRITTEN
COST ACCUMULATED DEPRECINTION DOWN
VALUL
Litfeer of revision Basfid
At 01 July Additions in hand back cost At 30 June ]\Lf _u At 01 July Charge for the year At 30 June At 30 june
(note 19) i
Pak Rupees Years  commeemeee e Pak Rupees--------mmcmomomcmmaaans Rupees
Building 539,369,805 1,652,027 5,436,360 546,458,192 18 89,124,487 30,710,923 119,835.410 426,622,782
Structures 1,719,801,830 - 17,161,440 1,736,963,270 18 284,054,268 97,680,792 381,735,060 1,355.228210
Other Assets 1,215,639,185 - 12,130,537 1,227,769,722 18 200,783,309 69,045,516 269,828,825 957 940,897
Road Infrastructure 23,322,689,066 = 233,453,959 23,556,143,025 9 7,633,760,779 2,624,590,068 10,258,350,847 13,297,792,178
Iiquipment and Computer Accessorics 2,899,972,964 13,501,190 29,098,967 2,942,573,121 10 835,260,367 290,277,370 1,125,537.737 1,817,035,384
Vehicles 971,110,733 = 9,690,453 980,801,186 5 566,730,101 194,887,572 761,617,673 219,183,513
30,668,583,583 15,153,217 306,971,716 30,990,708,516 9,609,713,311 3,307,192 241 12,916,905,552 18,073,802.964

6.1 Depreciation for the year is charged to dircet costs (refer to note 26).
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7 INTANGIBLES
2021 WRITTEN
COST ACCUMULATED AMORTIZATION DOWN
VALUE
Cl for the
Note At 01 July Additions At 30 June Useful At 01 July JERRE At 30 June At 30 June
Life year
---------------- Pak Rupees Years mmmmmemmmeemeeeee-Pak Rupees----scoccomeoeenn Rupees
Description
Guaranteed money 71 14,621,200,029 v 14,621,200,029 19.5 4,133,994,068 749,086,140  4,883,080,208 9,738,119,821
Software 45,680,536 . 45,680,536 10 17,851,880 4,568,052 22,419,932 23,260,604
14,666,880,565 ~ 14,666,880,565 4,151,845,948 753,654,192 4,905,500,140 9,761,380,425
2020 WRITTEN
COST ACCUMULATED AMORTIZATION DOWN
VALUE
Note  At01 July Additions At 30 June Bl At 01 July g fonte At 30 June At 30 June
’ Llfe = year B 3
------------------- Pak Rupees------------------ Years -eemememeeee--Pak Rupees------------------ Rupees
Guaranteed money 7.1 14,621,200,029 - 14,621,200,029 19.5 3,384,907,952 749,086,116 4,133,994,068 10,487,205.961
Software 45,680,536 . 45,680,536 10 13,283,829 4,568,051 17,851,880 27,828,656
14,666,880,565 = 14,666,880,565 3,398,191,781 753,654,167 4,151,845,948 10,515,034,617

7.1 This represents amounts paid/payable to NHA under the Concession Agreement, for the grant of concession of M-2 (and titled as "Upfront Guaranteed Money and Staggered Guaranteed
Money"). According to the terms of the agreement, an amount of PKR 9,500 million was payable in the first year of the Project, on the achievement of financial close, which has been duly paid,
thereafter PKR 1,900 million is payable at the end of each year from year 4 to year 8 of the Concession period. The amount payable from year 4 to year 8 has been discounted to its present value
by using the discount rate of 11.05% p.a., with a corresponding credit recorded as payable to NHA (refer to note 17).

7.2 'The Company is amortizing the guaranteed money with effect from the take over date of the M-2 operations over the remaining useful lift as of that date.

7.3 Amortization for the year is charged to direct costs (refer to note 26).
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8.1

8.2

8.3

9.1

9.2

2021 2020
Note ----------Pak Rupees--====----

LONG-TERM ADVANCES AND OTHER RECEIVABLES

Mobilizaton advance to FWO - a related party 8.1 318,132,933 318,132,933
Current portion shown under current assets (318,132,933 (318,132,933)
Advance to FWO 8.2 41,002,230 20,855,393
Current portion shown under current assets (41,002,230) (20,855,393)
Advance to vendor 8.3 57,300,000 47,750,000
Orther receivables 149,584,725 148,141,628

206,884,725 195,891,628

This represents mobilization advance disbursed to FWO under the EPC contract, being 20% of the contract price. The advance is
adjustable by 20% of the cost of each Interim Payment Certficate (IPC), raised by FWO. During the year, the maximum amount of
advance ourstanding art the end of any month was PKR 318 million (2020: PKR 318 million).

This represents the remaining balance of an advance to FWO adjusted against OM&NM payments.

This represents advance paid to Heavy Mechanical Complex for construction of three pedestrian bridges on M-2 motorway.

2021 2020
Note ~ ~  ====ee- --Pak Rupees----------
DEFERRED TAX (LIABILITY) / ASSET - NET (621,916,778) (219,200,823)
Breakup of deferred tax (Liability) / asset - net is as follows:
Deductible temporary differences resulting from:
Carried forward tax losses 9.1 330,818,137 906,779,046
Tax credit on minimum tax - -
Unwinding of hand back cost - 50,075,602
Advances and other receivables 20,647,760
Operating fixed assets 158,646 -
Allowance for expected credit loss - 13,729,339
Provision for gratuity - 123,543
351,624,543 970,707,530
Taxable temporary differences resulting from:
Upfront guaranteed money - (721,622,655)
Intangibles (910,369,087) <
Concession assets (17,808,438)
Other long-term financial liabilities (45,363,796) .
Accelerated tax depreciation on property, plant and equipment = (468,285,698)
(973,541,321) (1,189,908 353)
(621,916,778) (219,200,823)
Movement in deferred tax for the year:
Net (liability) / asset at the beginning of the year (219,200,823) 54,604,036
Tax expense for the year
- Recognized in Statement of Profit or Loss 30 (402,715,955) 273,804,859)

Net deferred rax asset (621,916,778) (219,200,823)

This represents the unabsorbed tax depreciation and amortization.

Business projections based on budgets and tax planning indicate that sufficient future taxable profits will be available to recover tax
losses in future years.
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- 10

11

111

11.2

11.3

11.4

ADVANCES

Unsecured, considered good
Due from other than related parties:

Advances to employees for operational purposes
\dvances to vendors

OTHER RECEIVABLES

Unsecured, considered good
Due from related parties:

Due from FWO

Due from NILA on account of:
- Consultancy expense
- Joint audir fee
- Vanation Order-2

Due from other than related parties:

Service area rentals
Less: Allowance for expected credit loss

Accrued interest

Note

111
11.2

11.3

2021 2020
---------- Pak Rupees---==-ue--
. 93,448
748,900 721,125
748,900 814,573
218,925,621 4,171,258,556
215,941,142 209,271,142
6,297,790 5,200,806
37,396,022 31,398,822
108,050,878 221,821,375
(71,199,171) (71,199,171)
36,851,707 150,622,204
12,617 13,321
515,424,899 4,567,764,851

This represents balance due from FWO, on account of collection of toll fee from commuters of M-2 on behalf of the Company,

balance due from FWO on account of CAM agreement and other receivabless from F'WO. During the year, the maximum amount
due from FWO at the end of any month was PKR 7,940 million (2020: PKR 4,206 mullion).

This represents amount due from NHA on account of its 50% share of expenditure incurred by the Company, on account of
services of the QAI, Joint Auditor of the Project and Variation Order-2 Project. During the year, the maximum amount due from
NH.\ at the end of any month was PKR 258.5 million (2020: PKR 245.9 million).

This represents rent receivable from various parties for service areas of M-2, allocated to them under their respectve agreements

with the Company.

The aging is as follows:

Days past due
0-30 31-60 61-90 Over 90 Total
As at 30 June 2021 Pak Rupees
Due from FWO 30,053,527 28,712,585 43,966,271 116,193,238 218,925,621
Due from NHA 766,984 - - 258,867,970 259,634,954
Service area rentals - - - 108,050,878 108,050,878
30,820,511 28,712,585 43,966,271 483,112,086 586,611,453
Days past due
0-30 31-60 61-90 Over 90 Tortal
As at 30 June 2020 - - -Pak Rupees-------------ooeeeee - -
Due from FWO 752,543,641 55,531,730 118,207,410 3,244,975,775 4,171,258,556
Due from NHA 15,659,200 6,051,900 75,000 224,084,670 245,870,770
Service area rentals 66,051,257 23,345,638 8,496,368 123,928,112 221,821,375
834,254,098 84,929,268 126,778,778 3,592,988,557 4,638,950,71

—e
—_—_
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13

13.1

14

14.1

14.2

15.1

16

16.1

2021 2020
Note ~  ==eemeeee- Pak Rupees----------
TAX REFUNDS DUE FROM THE GOVERNMENT
Advance tax pad 28,372,694 34,161,436
SHORT-TERM INVESTMENTS
Term Deposit Receipt (Certificate of Islamic investment) - at amortized cost
Cost 13.1 2,879,601 2,802,746
Accrued mark-up at effective interest rate 5,281 ¢ 8,416
2,884,882 2,811,162
Shown as part of accrued interest (5,281) (8,416)

2,879,601 2,802,746

This investment is made out of employee' provident fund balance. The above TDR, having a maturity period of 3 months, was
placed with Meezan Bank Limited on 10 March 2020, at a rate of return ranging between 4.73% to 4.62% p.a., which was rolled over
for next 3 months.

2021 2020
Note ----------Pak Rupees----------
CASH AND BANK BALANCES
Cash 1n hand 200,000 179,710
Cash at banks in:
Saving accounts 14.1 199,150,658 4,964,767,474
Current accounts - 27,336,866
14.2 199,350,658 4,992,284,050

These carry mark up ar the rates ranging from 3.25% to 2.84% (2020: 6.50% to 11.25%) per annum.
This includes the amount of security deposits, amounting to PKR 158,975,967, placed by the different parties with the Company

(refer to note 18). This amount is restricted from being exchanged or used to settle a hability and is being maintained in the separate
bank account.

ISSUED, SUBSCRIBED AND PAID UP CAPITAL

2021 2020 2021 2020
----Number of shares---- J [ ¢ - — Pak Rupees ----------
Ordinary shares of PKR 100 each
110,417,142 110,417,142 fully paid in cash 151 11,041,714,200 11,041,714,200
FWO and its nominated directors hold 100% of shares in the Company at the end of the year.
2021 2020
Note = cccmmeeeee Pak Rupees----------
LONG-TERM LOANS - SECURED
From financial institution 16.1 - 14,0006,938,388

From related partes 16.4 4,937,086,018 -
4,937,086,018 14,006,938,388

From financial institution:
Syndicated term financing facility 16.2 = 17,871,538,388
Current maturity shown under current hiabilities - (3,864,600,000)

- 14,006,938,388
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-16.2

16.3

16.4

16.5

17

171

18

18.1

2021 2020
Note ---mm-----Pak Rupees----------
Syndicated term financing facility
Opening balance 17,871,538,388 20,990,513,729
Repayment of loan (17,905,980,000) (3,156,090,000)
Amortzaton of transaction cost 28 34,441,612 37,114,665
16.3 - 17,871,538,388

In order to finance the overlay and modernization of M-2 and payment of Guaranteed Money, the Company has entered into a
Syndicate Term Finance Agreement with a syndicate of banks, with MCB Bank acting as the Agent Bank. Till date total withdrawals
made by the Company are PKR 22,000 million from Conventional Loan Facility, and PKR 3,764 million from Shariah Compliant
Islamic Loan Facility. The loan carried mark-up at the rate of 6 months KIBOR plus 1.4%, per annum and is re-payable in 8 years, n
semi-annual instalments, commencing from 25 August 2016. Pursuant to the Addendum No. 1 to Conventional Facility Agreement,
the mark-up rate has been revised to 6 months KIBOR plus 0.9% per annum with effect from 03 September 2016. The loan has
been fully paid during the year.

2021 2020
Note  ==meemeee- Pak Rupees----------
From ralated parties:
Loan from FWQO 16.5 6,171,357,522
Current marturity shown under current liabilines (1,234,271,504)
4,937,086,018

The Company has obtained from FWO, a loan amounting to PKR 6,171,357,522 in order to prepay the Lenders. The principal
amount of the Loan shall be repaid in five installments of PKR 1,234,271,504. Markup at the rate of KIBOR + 0.9% per annum shall
be pavable on the outstanding balance of the loan.

2021 2020
Note ---—------Pak Rupees----------
OTHER LONG - TERM FINANCIAL LIABILITIES
Payable to FWO - a related party:
Retention money payable 1371 213,557,499 213,557,499
Payable to National Highway Authority - a related party:
Balance at the beginning of the year 5,213,652,469 6,626,097,082
Unwinding of discount 28 329,920,652 487,555,387
Repayment made during the year (1,900,000,000) (1,900,000,000)
74 3,643,573,121 5,213,652,469
Current portion shown under current liabilities (1,900,000,000) (3,800,000,000)
1,957,130,620 1,627,209,968
This represents retention money deducted from FWO, against IPCs submitted ull year end.
2021 2020
Note = ;oo Pak Rupees----------
LONG - TERM SECURITY DEPOSITS
Long-term security deposits 18.1 158,975,967 116,879,467
Deposit received from Hascol Petroleum Limited 18.2 15,104,483 19,076,483
Current portion shown under current liabilities 21 (3,972,000) (3,972,000
11,132,483 15,104,483
170,108,450 131,983,950

This represents security deposits received from different parties against provision of space / land at MSAs. This amount has been
kept in a separate bank account (refer to note 14). The security deposits have not been discounted to their present value as the
impact is considered to be immaterial to the financial statements.
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19

19.1

20

20.1

20.2

21

This represents unamortized portion of amount received from Hascol Petroleum Limited under a filling service station agreement.
An amount of PRR 39.72 mullion 1s refundable to Hascol Petroleum Limited if the Company breaches the terms of filling service
station agreement, within first 10 years from the effective date of the agreement. Management expect that it will be able ro comply
with the requirements of the agreement and accordingly, the deposit received 1s being amortized over the remaining life of first 10
vears of the agreement.

2021 2020
Note = =weeecees- Pak Rupees----------
OTHER DEFERRED LIABILITY
Provision for hand back cost 19.1
Balance at the beginning of the year 741,820,716 381,446,492
Unwinding of discount 28 = 53,402,509
Effect of revision in cost estimates = 306,971,715
741,820,716 741,820,716

As per the terms of the Concession .\greement, six months prior to the Concession End Date or immediately upon but not later than
thirty days from the date of issuance of the Termination Notice, the Company shall submit to NH.A the Transfer Bond with a face
value equivalent to 10% of the operations and maintenance expenses (O&MI cost) for a period of five years preceding the Transfer
Date or PKR 500 million, whichever is higher. The Transfer Bond i1s meant to secure all the Company's obligation, Labilities,
warranties and responsibilities under the Concession Agreement in relation to ensure that the Project Assets comply with the
handback requirements on the date of transfer of assets to NH.A. NH.\ is entitled to encash the Transfer Bond 1f the Company fails
to ensure that the Project Assets comply with the handback requirements in accordance with the term of the Concession Agreement;
provided that any excess amounts after defraying the costs to ensure that the Project Assets comply with the handback requirements
would be refunded to the Company, by NHA.

2021 2020
Note =~ =eemceeee- Pak Rupees----------
TOLL PAYABLE
Balance at the beginning of the year 452,809,375 407,752,701
Unwinding of discount 28 - 45,056,674
Income realized 20.2 (452,809,375) -
20.1 - 452,809,375

The closing balance represents the present value of PKR 700 million payable to NH.\ in respect of escalated toll and share of M-1
and M-3 toll, discounted at the rate of 11.05% p.a., after the completion of the debt service period (1.e. 24 August 2024).

Since the relevant amendment agreemets giving effect to payment of PKR 700 million along with other matters are not signed with
NH.\; Hence, the Company uderstands that this amount of PKR 700 million is not payable to NHA. Accordingly the provision is
being reversed

2021 2020
Note -=--------Pak Rupees----------
TRADE AND OTHER PAYABLES
Trade creditors
Due 1o related party 211 81,647,992 121,597,996
Due to other parties 59,376 3,119,055
Other payables
Withholding taxes payable 23,488 23,488
Current portion of unamortized deposit 18 3,972,000 3.972.000
Unearned income . 59,097,718
Prowvision for gratuity 426,012 426,012
Provision for provident fund " 4,509,703 3,568,561
Corporate tax payable 85,287,958 -
Others 40,482,225 50,803,852
134,701,386 117,891,631

216,408,754 242,608,682
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23.5

This represents pavable to FWO and the major amounts are payable in respect of operations, management and maintenance

(OM&A), management fees, service area rentals, commercial activities management and services performed by Quality Assurance
Inspector, amounntng to Nil (2020: PKR 67.07 million ), Nil (2020: PKR 28.3 million), PKR 17.1 million (2020: PKR 17.1 million),
PKR 150.8 mullion (2020: Nil) and PKR 4.5 million (2020: PKR 4.5 million), respectively.

Note ~  ceeeemeeee Pak Rupees----------

DIVIDEND PAYABLE 221 536,625,236 500,189,653

The Company had declared dividend of PKR 1,211,625,236 for the year ended June 30, 2020 in the 55th meeting of the Board of
Directors out of which PKR 675,000,000 has been paid and PKR 536,625,236 is sull payable.

CONTINGENCIES AND COMMITMENTS
CONTINGENCIES

At 30 June 2021, 12 cases (2020: 12 cases) against the Company were pending in different Courts of Law primarily by the Company's
vendors. In these cases, the Petitioners have challenged : (i) the termination of lease agreements by NHA and the Company; (1) the
assignment of work to FWO and transfer to nights to the Company to operate the Motorway service areas of Lahore-Islamabad

A cvil suit has been filled by AM/S Daewoo Pakistan Motorway Services Limited against the Company, NHA, FWO and Hascol
Petroleum, for the recovery of bill boards installed at service areas of Motorway M-2 and for recovery of possession of service areas
at M-2. The claim lodged by M/S Daewoo amounts to PKR 784 million (2020: PKR 784 million). However, the management and
the Company's legal advisors are of the view that the outcome of these cases is expected to be favorable and a liability, if any, ansing
on the settlement of these cases is not likely to be material. Accordingly, no provision has been made in these financial statements in
this regard.

The Assistant Commissioner Inland Revenue (ACIR) issued an order u/s 162 of the Income Tax Ordinance, 2001 (ITO), whereby
ACIR held the Company liable to pay advance income tax amounting to PKR 950 million in terms of section 236\ of I'TO, for the
tax vear 2015. The Company filed an appeal against the order of ACIR with the Commissioner Inland Revenue (Appeals) [CIR(A)].
The CIR(A) through an order no. 92/2017 dated 25 July, 2017, cancelled the impugned order issued by ACIR. However, the Tax
Department has filed an appeal, against the order of CIR(A), before the Appellate Tribunal Inland Revenue (ATIR), hearing of which
1s pending all the date of these financial statements.

Pending the outcome of the matter, no provision has been made in these financial statements for the impugned order raised by the
ACIR, as the management, in consultation with its tax advisors, is confident that the matter will be decided in favor of the Company.

The Additional Commissioner Inland Revenue (ADCIR) issued a show cause notice u/s 122(5) of the Income Tax Ordinance,
2001 (ITO), whereby ACIR held the Company liable to compute the taxable profit on the basis of the percentage completion method
as envisaged under section 36 of ITO and computed the tax liability of the Company for the tax year 2015 amounung to PKR 3,179
million. The Company filed a writ petition before the Honorable Islamabad High Court (the Honorable Court) against the impugned
show cause notice issued by ADCIR. The Honorable Court suspended the said impugned show cause notice through an order dated
11 October, 2017, and instructed that no final order shall be passed in pursuance of the proceedings under the impugned show cause
notice. During Financial Year, Islamabad High Court, after hearing remanded the case back to ADCIR who has dropped the
proceedings u/s 36 of ITO and created demand of Rs. 800 Mn by disallowing certain expense claimed in Annual Tax Return of FY
2015. Company has challenged the order of ADCIR before CIR(A) who has heard the case and decision is awaited.

Pending the outcome of the matter, no provision has been made in these financial statements for the tax liability computed under the
impugned show cause notice 1ssued by the ADCIR, as the management, in consultation with its tax advisors, is confident that the
matter will be decided in favor of the Company.

COMMITMENTS

There is no outstanding commitment as at the end of current and prior year, unless elsewhere disclosed.
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2021 2020
Note = cemeeeeee Pak Rupees---=-==---
24 REVENUE FROM TOLL
Toll collection 7,599,999,996 9,831,395,800)
25 SERVICE AREA INCOME 915,963,316 1,093,476, 21
26 DIRECT COSTS
Opceranons and maintenance cost = 2,082,333,333
Depreciation 6 3,307,713,120 3.307,192,24]
\mornzation 7 753,654,192 753,654,160
Cost of service arca 26.1 172,337,948 34293324
Horncultural expense - 59,188
Consultancy fee - QAL 6,670,000 6,960,000
Consultancy fee - PACRA 1,060,698 850,178
4,241,435,958 6,493,988 344
26.1 This includes cost of facility management and electricity amounting to PKR 88.7 million (2020: PKR 162.6 million) and PKR 724
million (2020: PKR 145.4 million), respectively.
2021 2020
Note ~  =meeem- Pak Rupees----------
27  ADMINISTRATIVE EXPENSES
Salarics 27.1 36,855,952 37,333,106
Reimbursement of expenditure - 28.292 000
Rent and utilites 26,794,366 6,277,164
l.egal and professional 8,795,742 5,086,302
V'chicle running expense 2,563,303 3,182,105
Advertising expense 362,125 560,437
Auditor's remuneration a2 750,000 2,323 892
Depreciation 1,453,472 1,423,523
Bank charges 68,651 235325
Allowance for expected credit loss - 49,463,531
Repair and maintenance 954,175 633,648
Miscellaneous expensces 1,283,721 1,854,593
79,881,507 136,459,824
27.1 This includes bonus amounting to PRR 516,050 (2020: 55,000) paid to Chief lixecunve Officer and three (03) Directors. Apart from
this, no other amount has been charged in these financial statements as remuncration to the Chief lixecutive and Directors of the
Company.
This also includes a sum of Nil (2020: PKR 449,594), and PKR 1,100,299 (2020: PKR 3,568,561) in respect of emplovee's gratuity,
and provident fund.
2021 2020
Note -==-=-=---Pak Rupees-------- --
27.2 Auditor's remuneration
Statutory audit 640,000 640,000
Our of pocker expense 110,000 110,000
Cernfication - 110,000
Taxaton services - 1,463,892
750,000 2:3723.800
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31.1

a)

FINANCE COSTS

Interest on long-term loan
Amortization of transaction cost on long-term loan
Loan facility admunistration fee
Unwinding of discount on:
Payable to NHA
Provision for toll payable
Provision for hand back cost

OTHER INCOME

Income from financial assets
Profit on bank deposits and investments
Income from other than financial assets
Amoruzauon of deposit money

Sale of tyres
Orthers

TAXATION

Current tax expense
- Current year

- Prior year

Deferred tax expense

FINANCIAL RISK MANAGEMENT

Financial risk factors

Note

17
20
19

18.2

Note

2021 2020
-=--n-----Pak Rupees----------
1,195,787,328 2,763,599,007

34,441,612 37,114,665

2,260,000 2,406,156
329,920,652 487,555,387
- 45,056,674
- 53,402,509
329,920,652 586,014,570
1,562,409,592 3,389,134,398
135,703,680 539,487,404
3,972,000 2,645,581
35,640 51,050
555,057,841 3,519,946
694,769,161 545,703,981
2021 2020

----------Pak Rupees----------

571,200,773 207,926,287
178,890 5,184,565
571,379,663 213,110,852
402,715,955 273,804,859
974,095,618 486,915,711

The Company's activities expose it to a variety of financial nisks that include market nsk (including currency nisk and interest rate
risk), credit nisk and liquidity risk. The Company's overall risk management program seeks to minimize potential adverse effects on its

financial performance.

Risk management framework

The Board of Directors has the overall responsibility for the establishment and oversight of the Company’s risk management
framework. The Board is responsible for developing and monitoring the Company’s risk management policies. The Board provides
principles for overall risk management, as well as policies covering specific areas such as currency risk, other price risk, interest rate

nsk, credit risk and hquidity risk.

Market risk

Market risk is the risk that the fair value or future cash flows of financial instruments will fluctuate because of changes in market
variables such as foreign exchange rates and interest rates. Market nisks include currency risk, interest rate risk and other price risk,

such as equuty price nisk.
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i)

iii)

a)

Currency risk

Currency nisk 1s the nsk thart the fair value or future cash flows of a financial instrument will fluctuate because of changes in foreign
exchange rates. Currency risk anses mainly from future commercial transactions, or receivables and payables that exist duc to
transactions in foreign currencies. The Company is not exposed to any currency risk.

Interest rate risk

Interest rate risk 1s the nsk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market interest rates. At the reporting date, the interest rate profile of the Company's interest bearing financial instruments s:

2021 2020
Note ----------Pak Rupees---=-=----
Fixed rate instruments
Financial assets
Bank balances - deposit accounts 14 199,150,658 4,964,767,474
Investments 13 2,879,601 2,802,746
Variable rate instruments
Financial liabilites
Long-term loan 16 4,937,086,018 17,871,538,388

Sensitivity analysis

The Company does not account for any fixed rate financial assets and liabilities at fair value through profit or loss. Therefore, a
change 1n interest rate at the reporting date would not affect profit or loss of the Company.

Other price risk

Other price risk 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 amsing from interest rate sk or currency nisk), whether those changes are caused by factors
specific to the individual financial instrument or its issuer, or factors affecting all similar financial instrument traded in the market.
The Company is not exposed to commodity and equity price risk.

Credit risk

Credit risk 1s the nsk of financial loss to the Company if a customer or counterparty to a financial instrument fails to meet its
conrractual obligations, and amses prncipally from; due from FWO (parent company), due from NHA (a related party), other
recervables, service area rentals receivables, investments, accrued interest and cash and bank balances. FWO has a strong financial
strength and is being operated by armed forces of Pakistan (a government owned institution). NHA is a government owned
insttution and has a strong financial strength. Credit risk on liquid funds 1s limited because they are placed with banks with high
credir ratngs. Service area rentals receivables and other receivables from non-related parties are not significant to the financial
statements. Service area rentals receivables are partially secured by way of security deposited by the tenants. The carrying amount of
financial assets represents the maximum credit exposure.

Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to credit risk at the
reporting date is as follows:

2021 2020
Carrying Maximum ! Maximum
Carrying amount
amount exposure exposure
Pak Rupees

Long-term advances and other receivables 508,719,888 508,719,888 487,129,954 487,129,954
Other recervables 515,424,899 515,424,899 4,567,764,851 4,567,764,851
[nvestments 2,879,601 2,879,601 2,802,746 2,802,746
Bank balances 199,150,658 199,150,658 4,992,104,340 4,992,104,340

1,226,175,046 1,226,175,046 10,049,801,891 10,049,801,891
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Phe crahe gquabine ot Compam s tancil assets have been assessed below by relerence 1o estoinal cedin ranng of comnte tpuante «
dorvnmmad boothe Pabestans Credie Raong Ageney Tamuted (PACION) and VIS redn Hanny, Company Jamned (51, e
counterpariies tor which extermal credue vanngs were not avalable have been assessed by reference 1o smcmal crodin ratmig -
Jorcmmmnad based oncthen histoncal wtormaton tor any defuule e meetng obligations

‘ Rating 2021 i
Rating Agency 5
’ Short-term Long-term ceeeemeaeaPak Rupees-soeocsea-
Private Sector Bank
MOB Bank Lamited PACRA AL ARR 344,317 LU
Meezan Bank 1 amired NS A AN 3,050,348 ok o
\lhed Bank Linuted PACRA AN AVl 195,755,993

Impairment losses

\nomparrment analvsis s performed ar each reporting date using a provision matrix to measure expecied credit losses. The prosisen
rates are based on davs past due for groupings of vartous customer segments with similar loss patterns (., geographical regon,
product tpe, customer type and rating). ‘The caleulation reflects the probability-weighted outcome, the nme value of money and
rcasonable and supportable information that is available at the reporting date about past events, current conditions and forecasis of
furure economic condinons.

I'he provision matnx 1s imually based on the Company’s histonical observed default rates. The Company calibrate the marnx 1o adpust
the histoncal credir loss experience with forward-looking information. .\t every reporting date, the histoncal observed default rates
arc updared and changes 1n the forward-looking estimates are analysed.

‘The maximum exposure to credit nisk for recervables at the reporfing date is with service area rental receivables within the ‘countny
The Company does not antcipates any default on part of its related parties in respect of due from ['WO and NIL\, based on no
default history, strong financial strength of these ennties and the fact that the Company can deduct the amount of recervables whik
making furure pavments 1o I'WO and NILY, for OM&N and staggered guaranteed pavments, respectively.

Sct out below 1s the mformanon abour the credit risk exposure on the Company’s service area rentals recevables using a provison

M
Service area rentals receivables
Days past due
0-30 31-60 61-90 Over %0
I.xpected credit loss rate - - = AR,
Lotal gross carrying amount at - . - [ERTTRTER
default

Fapected credit Joss

Customer credit sk o managed subject 1o the Company’s established policy, procedures und control relanng to customer credie sk
manayement

Credn make from balances with banks s managed by the Company’s treasury department i accordance wath the Compan's polay
I e deposits are kept with approved counterparties and within credit mits assigned 1o each counterparty, Counterparty credu haues
sre resiewed by the Company's management on an annual basis, and may be updated throughout the vear The e ane sot 1o
mimmize the conceptranon of nsks and therefore mingate financial loss through a counterparn s poteanal failure to make pavments.

I respect of bank balances and mvestments, hemg, low sk instruments, the Company had assessed an allowance based on 12 month
I Based upon above mentioned high external credit ratng (as disclosed above), ECLs wlanng to cash at bank and mvestinen
rounida 1o zero,
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b)

31.2

Liquidity risk

Laquidity nsk 1s the nisk that the Company will encounter difficulty in meeting its obligations associated with 1ts financial habilites

thar are settled by delivening cash or another financial asset. Liquidity nisk anises because of the possibility that the Company could be
required to pav its liabihines ecarlier than expected or difficulty mn rasing funds to meet commitments associated with financial

labilies as they fall due. The Company’s approach to managing liquidity 1s to ensure, as far as possible, that 1t will always have
sufficient funds to meet its liabilities when due, under both normal and stressed conditions, without incurring unacceptable losses or

nsking damage to the Company’s reputation.

Carrying Contractual cash Less than 1 vear Between 1 and 5 Over 5 years
Amount flows : ’ years
Pak Rupees
2021
Long term loan and related 6,306,443,831 7,746,350,994 135,090,171 7,611,260,823 -
accrued interest
Other long-term financial 3,857,130,620 4,013,557,499 2,113,557,499 1,900,000,000 -
liabilities
Long-term security deposits 170,108,450 170,108,450 - 158,975,967 11,132,483
Trade and other payables 693,451,173 693,451,173 596,946,724 - 96,504,449
Dividend payable 536,625,236 536,625,236 536,625,236 - -
Provision for toll payable 452,809,375 700,000,000 - 700,000,000 -
12,016,568,685 13,860,093,352 3,382,219,630 10,370,236,790 107,636,932

Contractual cash

Carrying Amount Less than 1 year

Between 1 and 5

Over 5 years

flows years
------------------------------------------- Pak Rupees ---------m-m-mmmmmmmo o oo
2020
Long term loan and related 18,758,585,034 24.393,486,803 6,107,215,625 18,286,271,178
accrued 1nterest
Other  long-term financial 5,427,209,968 5,913,557,499 3,800,000,000 2,113,557,499
Liabihues
Long-term security deposits 131,983,950 131,983,950 7,556,640 16,791,000 107,636,310
Trade and other payables 183,084,952 183,084,952 183,084,952 - -
Dividend payable 500,189,653 500,189,653 500,189,653 -
Provision for toll payable 452,809,375 700,000,000 . 700,000,000 -
25,453,862,932 31,822,302,857 10,598,046,870 21,116,619,677 107,636,310

Fair value of financial instruments

Fair value 1s the amount for which an asset could be exchanged, or a liability sertled, between knowledgeable willing parties in an
arm's length transaction. The carrying amounts of all the financial instruments reflected 1n these financial statements approximate

their fair value.
Amortised cost / Loans and

Cash and cash equivalents

receivables
2021 2020 2021 2020
Pak Rupees

Financial assets as per statement of financial
position
Long-term advances and other recetvables 508,719,888 487,129,954 - =
Other receivables 515,424,899 4,567,764,851 - -
Investments 2,879,601 2,802,746 - 2
Cash and bank balances - - 199,350,658 4,992,284,050

518,304,501 5,057,697,551 199,350,658 4,992 284,050
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Liabilities at fair value through

profit and loss

Other financial liabilities

2021 2020 2021 2020
Pak Rupees

Long term loan - : 6,171,357,522  17,871,538,388
Long - term secunity deposits - & 170,108,450 131,983,950
Other long-term financial liabalit = - 3,857,130,620 5,427,209,968
Trade and other payables - - 216,408,754 183,084,952
Toll pavable - = - 452,809,375
Dividend payable - - 536,625,236 500,189,653
Interest on long-term loan - - 135,086,309 887,046,646
- . 11,086,716,891  25453,862,932

31.3 Capiral risk management

The Company's objective when managing capital is to safeguard the Company's ability to continue as a going concern so that it can
continue to provide returns to shareholders and benefits to other stakeholders, and to maintain a strong capital base to support the
sustamned development of its business. The Company manages 1ts capital structure, which comprises capital and reserves, by
monitoring it's return on net assets, and makes adjustments to it in the light of changes in economic conditions. In order to maintain
or adjust the capital structure, the Company may adjust the amount of dividend to shareholders, appropriation of amounts to capial
reserves and or / 1ssue new shares.

‘The Company manages its capital structure and makes adjustments to it in the light of changes in economic condinons.
The Company monitors capital using the net debt to total capital ratio, which is toral debt of the Company as reduced by cash and

cash equivalents, divided by total equity plus the net debt. Equity comprises of share capiral and, capiral and revenue reserves. During
the vear, the Company's strategy was to maintain leveraged gearing. The net debt ro equity ratio as at 30 June 2021 and 30 June 2020

were as follows:

2021 2020
Note ~ = -—=ceoeee- Pak Rupees----------
Long-term loan 16 6,171,357,522 17,871,538,388
Interest on long term loan 135,086,309 887,046,646
Total debt 6,306,443,831 18,758,585,034
Cash and bank balances 14 199,350,658 4,992,284,050
Net debt 6,107,093,174 13,766,300,984
Equity 13,394,623,997 12,253,339 436
Total Capital 19,501,717,171 26,019,640,420
Net debt to total equity % 31.32 52.91

32 RELATED PARTY TRANSACTIONS

Frontier Work Organization (FWO) holds 100% of shares of the Company. Therefore, all the subsidiaries and associates of FWO are
the related parties of the Company. Other related parties includes directors, key management personnel, entities over which directors
are able to exercise significant influence and entities which are owned/controlled by the Government. Balances payable/receivable
from related partes at the end of the year have been disclosed in their respective notes. Transactions during the year with FWO and
NIL\ (a Government owned/ controlled agency) are as follows:

2021 2020
-===-=----Pak Rupees----------
Payments to FWO on account of:

Electniaity bills - 31,699.419
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2021 2020
.......... Pak Rupees=---------
Pavments on behalf of FWO in respect of:
MSA Electneity Bills 64,053,158
Fuel for Genset 1,825,056
Faciliy Management Ser 76,670,580 .
Insurance - 31,177,866
_azsimon LI
Adjustment of advance against IPC's of OM&M Contract s 2,075,000,000
Receipts from FWO on account of:
Service area rentals 300,000,000 -
NGR 7,599,999,996 -
Toll collection 3,220,582,658 7,546,293,313
11,120,582,654
Payment to NH.A in respect of guarantee money 1,900,000,000 1,900,000,000
Payment to ENASCO in respect of vehicle lease 8,960,000 1,323,790

NUMBER OF EMPLOYEES

The number of total employees at the year end were 42 (2020: 43), whereas the average number of employees dunng the year were
43 (2020: 41).

REMUNERATION OF THE CHIEF EXECUTIVE OFFICER, DIRECTORS AND EXECUTIVES

Details of the remuneration of the chief executive officer and directors are mentioned in note 27.1. The Company has no employee
whose basic salary exceeds rwelve hundred thousand rupees in a financial year, except for as disclosed below:

2021 2020
----------Pak Rupees----------

Managerial remuneration 3,837,500 1,296,000
Allowances (such as medical, cost of living, car maintenance, house rent and technical) 7,552,060 2,044,739
11,389,560 3,340,739

2021 2020
---------- Numbers ----------

Execunves 1 1

IMPACT OF COVID-19 PANDEMIC ON THE FINANCIAL STATEMENTS

NATURE OF EVENT

On 31 January 2020, the World Health Organization (WHO) announced a global health emergency because of a new strain of
coronavirus originating in Wuhan, China (COVID-19 outbreak) and the nisks to the international community as the virus spreads
globally beyond it’s point of origin. Because of the rapid increase in exposure globally, on 11 March 2020, the WHO classified the
COVID-19 outbreak as a pandemic.

EFFECT ON THE COMPANY

The Company is uniquely positioned to continue its business operations with colleagues adopting the precautionary measures and
fully following standard operating procedures. The outbreak of COVID-19 has not materally impacted the business operations.



. MOTORWAY OPERATIONS AND REHABILITATION ENGINEERING (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2021

= FINANCIAL EFFECT

The outbreak of COVID-19 is not expected to impact the continuance of the Company’s operations. The Company has assessed the
that cffects of the COVID-19 outbreak on its results of operations, financial condition, or liquidity for the current year were not
significant. Management also does not expect any significant disruptions in the future and its going concern assumpton. FFurther,
COVID-19 outbreak has not triggered any impairment indicator which may require impairment in carrying amounts of the assets.
Management of the Company will, however, continue to evaluate future developments.

36  DATE OF AUTHORIZATION FOR ISSUE

‘These financial statements were authorized for issue on by the Board of Directors of the Company.
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