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INDEPENDENT AUDITOR’S REPORT
To members of Equipment Management and Support Company (Private) Limited.

Report on the Audit of Financial Statements
Opinion

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

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

Basis for Opinion

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

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 accounting and reporting standards as applicable in Pakistan and the requirement
of the Companies Act, 2017 (XIX 0f2017) and for such internal control as management determines
Is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s
ability to continue as 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 y,
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Company or to cease operations, or has no realistic alternative but to do so.

Boards of directors are responsible for overseeing the Company’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole

- are free from material misstatements, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs as applicable in Pakistan will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

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

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

¢ Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control,

e LEvaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the management.

¢ Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the company’s ability to continue as a
going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the dates of our auditor’s report. However, future events or
conditions may cause the Company to cease to continue as going a 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 presentations.

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



Report on other Legal and Regulatory Requirements
Based upon our audit, we further report that in our opinion:

a) proper books of accounts 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 other
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
0f 2017) and are in agreement with the books of account and returns;

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

d) no zakat was deductible under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980).

The engagement partner on the audit resulting in this independent auditor’s report is Mr. Nauman
Rafique from Suriya Nauman Rehan & Co. C‘)@)/

an Rehan & Co.
Chartred Accountants

Islamabad



Equipment Management & Support Company (Private) Limited
Statement of Financial Position
As at June 30, 2021

2021 2020
Note Rupees Rupees
ASSETS
Current Assets
Advance Tax 264,099 636,663
Advances, Prepayments and other receivables 6 2,979,382 1,474,528
Cash and bank balance 7 15,369,318 38,033,775
Total Assets 18,612,799 39,508,303
EQUITY AND LIABILITIES
Equity
Share capital 8 100,000 100,000
Accumulated loss {8,337,577) (1,211,369)
(8,237,577) (1,111,369)
Current Liabilities
Payable to FWO 9 22,870,682 37:835.571
Trade and other payables 10 2,942,435 2,542,569
Provision for taxation 1,037,259 878,195
; 26,850,376 41,256,335
Total equity and liabilities 18,612,799 40,144,966

Contingencies and commitments 15

The annexed notes 1 to 22 form an integral part of these financial statements.
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Equipment Management & Support Company (Private) Limited

Statement of Profit or Loss
For the year ended 30 June 2021

Revenue

Cost of Services
Gross Loss

Administrative and general expenses
Operating Loss

Finance Cost
Other income

(Loss)/Profit before taxation

Taxation

Loss after taxation

Note
11
12

13

14

2021 2020
Rupees Rupees
8,043,829 6,307,493
(15,067,898) (8,650,869)
(6,424,069) (2,343,376)
(2,903,705) (1,424,471)
(9,327,774) (3,767,847)
(22,350) (12,112)
3,261,175 4,198,220
3,238,825 4,186,108
(6,088,949) 418,261
(1,037,259) (878,195)
(7,126,208) (459,934)

- The annexed notes 1 to 22 form an integral part of these financial statements.
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Equipment Management & Support Company (Private) Limited
Statement of Other Comprehensive Income
For the year ended 30 June 2021

2021 2020
Rupees Rupees
Loss after taxation (7,126,208) (459,934)
Other comprehensive income for the year - -
Total Comprehensive Loss (7,126,208) (459,934)

The annexed notes 1 to 22 form an integral part of these financial statements,

CﬁIWCER DIRECTOR



Equipment Management & Support Company (Private) Limited
Statement of Changes in Equity
For the year ended 30 June 2021

Share capital

Accumulated loss

Total Equity

Rupees Rupees Rupees

Balance as at 01 July 2019 100,000 (751,435) (651,435)

Loss for the year - (459,934) (459,934)
Balance as at 30 June 2020 100,000 (1,211,369) (1,111,369)

Loss for the year (7,126,208) (7,126,208)
Balance as at 30 June 2021 100,000 (8,337.577) (8,237,577)
The annexed notes 1 to 22 form an integral part of these financial statements.
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Equipment Management & Support Company (Private) Limited

. Statement of Cash Flows

For the year ended 30 June 2021

Cash flows from operating activities

(Loss)/Profit before taxation
Adjustments for:

Other income

Finance cost

Changes in Working Capital
Decrease/(Increase) in prepayments and other receivables
Increase/(Decrease) in payable to parent company - net
(Decrease)/Increase in trade and other payables

Other income
Finance cost
Taxes paid

Net cash generated from operating activities

Net Cash from financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

The annexed notes | to 22 form an integral part of these financial statements.

CIJEF ECECUSIVE-OFFICER

Note

7

2021 2020

Rupees Rupees
(6,088,949) 418,261
3,261,175) (4,198,220)
22,350 12,512
9,327,774) (3,767,847)
(1,504,854) 921,980
(14,964,889) 7,710,633
399,866 (1,848,024)
(16,069,877) 6,784,589
3,261,175 4,198,220
(22,350) (12:112)
(505,631) (3.124,974)
2,733,194 1,061,i34
(22,664,457) 4,077,877
(22,664,457) 4,077,877
38,033,775 33,955,899
15,369,318 38,033,775

Lo
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Equipment Management & Support Company (Private) Limited
Notes to the Financial Statements
For the year ended 30 June 2020
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2.4

LEGAL STATUS AND NATURE OF BUSINESS

Equipment Management and Support Company (Private) Limited ("the Company") was incorporated as a
private limited company on 24 May 2017 under the repealed Companies Ordinance, 1984 (now the
Companies Act, 2017). The registered office of the Company is situated at Headquarters Frontier Works
Organization, 509, Kashmir Road, R.A Bazar, Rawalpindi. The Company is principally formed for the
purpose of providing equipment management services to Frontier Works Organization and to act as an
agent on behalf of Frontier Works Organization for execution of equipment hiring in and hiring out
agreements.

The Company is wholly owned subsidiary of Frontier Works Organization (the Parent Organization).

BASIS OF PREPARATION

STATEMENT OF COMPLIANCE

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

International Financial Reporting Standards (IFRS Standards) issued by the International Accounting
Standards Board (IASB) as notified under the Companies Act, 2017; and

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

Where provisions of and directives 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.

Basis of measurement

These financial statements have been prepared under the historical cost convention.
USE OF ESTIMATES AND JUDGMENTS

The preparation of financial statements is in conformity with approved accounting and reporting standards
requires management to make judgments, estimates and assumptions that affect the application of policies
and reported amounts of assets and liabilities, income and expenses. The estimates and underlying
assumptions are based on historical experience and various other factors that are believed to be reasonable
under the circumstances, the results of which form the basis of making judgment about carrying value of
assets and liabilities that are not readily apparent from other sources. Actual results may differ from these
estimates.

Judgments made by management in the application of the approved accounting and reporting standards
that have significant effect on the financial statements and estimates with a significant risk of material
adjustment in the next year are discussed in the ensuing paragraphs.

Functional and presentation currency

Items included in these financial statements of the Company are measured using the currency of the
primary economic environment in which the Company operates. These financial statements are presented
in Pak Rupees, which is the Company’s functional and presentation currency.



3.1

NEW ACCOUNTING STANDARDS, INTERPRETATIONS AND AMENDMENTS TO PUBLISHED
APPROVED STANDARDS

Standards, Interpretations and amendments to accounting and reporting standards that are effective
in current year

The Company has adopted the amendments to the following approved accounting standards as
applicable in Pakistan which became effective during the year from the dates mentioned below
against the respective standard:

IFRS 16 - 'Leases'
IFRIC - 23 'Uncertainty over Income Tax Treatments'

The adoption of the above standard and interpretation to accounting standards did not have any material
effect on the financial statements.

Standards, Interpretations and amendments to accounting and reporting standards that are not yet

effective

The following revised standards, amendments and interpretations with respect to the approved accounting standards as

applicable in Pakistan would be cffective from the dates mentioned  below against the respective standards or

Standard or interpretation Effective date (annual
periods beginning on or
after)

IFRS3 Amended by reference to the Conceptual Framework 01-Jan-22
IFRS 4 Amendments to II'RS 17 and Fxtension of the Temporary Exemption from 01-Jan-23

IFRS 9 Amended by annual improvements to 1IFRS standards 2018-2020 (feesinthe 10 01-Jan-22
IFRS 10 Consolidated financial statements and 1AS 28 Tnvestment in Associated and ) e
; . e Z g ) Notyet finalized

Joint ventures - Sale or contribution of assets between an investor and its ’

IFRS 16 Amendments by annual improvements to 11FRS Standards 2018-2020 (Lease

incentive illustrative example) i-jan-22
IAS1  Amended by classification of Liabilities as Current or Non-current 01-Jan-23
IAS 16 Amended by Property, Plant and iquipment - proceeds before intended use 01-Jan-22
IAS 37 Amended by oncrous contract - cost of fulfilling a contract 01-Jan-22

The above amendments are not expected to have any material impact on the Company's financial statements
in the period of initial application.

The TASB has also issued the revised Conceptual Framework for Financial Reporting (the Conceptual
Framework) in March 2018 which is effective for annual periods beginning on or after January 01, 2020 for
preparers of financial statements who develop accounting policies based on the Conceptual Framework. The
revised Conceptual Framework is not a standard, and none of the concepts override those in any standard or
any requirements in a standard. The purpose of the Conceptual Framework is to assist IASB in developing
standards, to help preparers develop consistent accounting policies if there is no applicable standard in place

and to assist all parties to understand and interpret the standards.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the presentation of these financial statements are set out below.
These policies have been consistently applied to all the years presented except as disclosed in note 3.1 and
3.2 to these financial statements.

BASIS OF PREPARTION
These financial statements have been prepared under the historical cost convention using accrual basis of
accounting.

Taxation

Current

The charge for current year is higher of the amount computed on taxable income at the current rates of
taxation after taking into account tax credits and rebates, if any, and minimum tax computed at the
prescribed rate on turnover or alternative corporate tax. The charge for current tax also includes adjustments,
where considered necessary, to provision for tax made in previous years arising from assessments framed
during the year for such years.

Deflerred

Deferred tax accounted for using the liability method for all temporary differences arising between the tax
bases of assets and liabilities and their carrying values for the financial reporting purpose.

Deferred tax liability is recognized for all taxable temporary differences and deferred tax asset is recognized
to the extent that it is probable that future taxable profits will be available against which the asset can be
utilized. Deferred tax assets are reduced to the extent that it is no longer probable that the related tax benefit
will be realized. Deferred tax is calculated at the rates that are expected to apply to the periods when
differences reverse based on tax rates that have been enacted or substantively enacted by the balance sheet
date.

Deferred tax is charged or credited in the income statement, except in the case of items credited or charged
to the equity in which case it is included in equity.

Trade and other payables

Liabilities for trade and other payables are measured at cost which is the fair value of the consideration to be
paid in future for goods and services received.

Cash and cash equivalent

Cash and cash equivalents are carried in the balance sheet at cost. For the purposes of statement of cash
flows, cash and cash equivalents comprise cash in hand and bank balances.

Share Capital

Ordinary shares are classified as equity and are recorded at their face value. Incremental costs directly
attributable to the issue of new shares or options are shown in equity as a deduction, net of tax, from the
proceeds.
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Revenue Recognition

Revenue is recognized when it is probable that the economic benefits will flow to the Company and
the revenue can be measured reliably. Revenue is measured at the fair value of the consideration
received or receivable.

Contingencies

Contingencies are disclosed when the Group has possible obligation that arises from past event and whose
existence will be confirmed only by occurrence or non-occurrence of one or more uncertain future events not
wholly within the control of entity, or a present obligation that arises from past event but is not recognised
because it is not probable that an outflow of recourse embodying economic benefit will be required to settle
the obligation or, when amount of obligation cannot be measured with sufficient reliability.

Related party transactions

Transactions and contracts with the related parties are based on the policy that all transactions between the
Company and related parties are carried out at an arm’s length. These prices are determined in accordance
with the methods prescribed in the Companies Act, 2017.

Financial Instruments

Financial assets

The Company classifies its financial assets in the following categories: at fair value through profit or loss,
fair value through other comprehensive income at amortized cost. The classification depends on the purpose
for which the financial assets were acquired. Management determines the classification of its financial assets
at initial recognition. All the financial assets of the Company as at statement of financial position date are
carried at amortized cost.

Amortized cost
A financial asset is measured at amortized cost if it meets both the following conditions and is not
designated as at fair value through profit or loss:

itis held with in a business model whose objective is to hold assets to collect contractual cash flows; and

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

Debt Instrument - Fair Value Through Other Comprehensive Income (FVYOCI)

A debt investment is measured at FVOCI if it meets both of the following conditions and is not designated
as at Fair Value Through Profit or Loss (FVTPL)

it is held within a business model whose objective is achieved by both collecting contractual cash flows and
selling financial assets;

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

These assets are subsequently measured at fair value. Interest income calculated using the effective interest
method, foreign exchange gains and losses and impairment are recognized in profit or loss. Other net gains
and losses are recognized in OCI. On derecognition, gains and losses accumulated in OCI are reclassified to
profit or loss.



Equity Instrument - FVOCI

On initial recognition of an equity investment that is not held for trading, the Company may irrevocably elect
to present subsequent changes in the investment’s fair value in OCI. This election is made on an investment-
by-investment basis.

These assets are subsequently measured at fair value. Dividends are recognized as income in profit or loss
unless the dividend clearly represents a recovery of part of the cost of the investment. Other net gains and
losses are recognized in OCI and are never reclassified to profit or loss.

Fair value through profit or loss (FVTPL)

All financial assets not classified as measured at amortized cost or FVOCI as described above are measured
at FVTPL.

On initial recognition, the Company may irrevocably designate a financial asset that otherwise meets the
requirements to be measured at amortized cost or at FVOCI as at FVTPL if doing so eliminates or
significantly reduces an accounting mismatch that would otherwise arise.

These assets are subsequently measured at fair value. Net gains and losses, including any interest or dividend
income, are recognized in profit or loss.

Impairment
The Company recognizes loss allowances for ECLs if any, on;

financial assets measured at amortized cost;
debt investments measured at FVOCI, if any; and
contract assets, if any

The Company recognizes loss allowance for Expected Credit Losses (ECLs). ECLs are those that result from
all possible default events over the expected life of a financial instrument. The maximum period considered
when estimating ECLs is the maximum contractual period over which the Company is exposed to credit risk.

At each reporting date, the Company assesses whether the financial assets carried at amortized cost are credit-
impaired. A financial asset is credit-impaired when one or more events that have detrimental impact on the
estimated future cash flows of the financial assets have occurred.

Loss allowances for financial assets measured at amortized cost are deducted from the gross carrying amount
of the assets. The gross carrying amount of a financial asset is written off when the Company has no
reasonable expectations of recovering a financial asset in its entirety or a portion thereof.

When determining whether the credit risk of a financial asset has increased significantly since initial
recognition and when estimating ECLs, the Company considers reasonable and supportable information that
is relevant and available without undue cost or effort. This includes both quantitative and qualitative
information and analysis, based on the Company’s historical experience and informed credit assessment and
including forward-looking information.
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The Company applies the IFRS 9 simplified approach to measure the expected credit losses which uses a
lifetime expected loss allowance. Loss allowances for trade receivables and contract assets are always
measured at an amount equal to lifetime ECLs. Lifetime ECLs are the ECLs that result from all possible
default events over the expected life of a financial instrument. Management uses actual credit loss
experience over a past years to base the calculation of ECL which is nill as the company has the good
experience in recovering trade receivables and other financial assets.

Financial liabilities

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

Recognition and measurement

All financial assets and liabilities are initially measured at cost, which is the fair value of the consideration
given and received respectively. These financial assets and liabilities are subsequently measured at fair
value, amortized cost or cost, as the case may be.

Derecognition

The financial assets are de-recognized when the Company looses control of the contractual rights that
comprise the financial assets. The financial liabilities are de-recognized when they are extinguished i.e.
when the obligation specified in the contract is discharged, cancelled or expired.

Offsetting of financial assets and financial liabilities

A financial asset and a financial liability is offset and the net amount is reported in the balance sheet if the
Company has a legally enforceable right to set-off the recognized amounts and intends either to settle on a
net basis or to realize the asset and settle the liability simultaneously.



Equipment Management & Support Company (Private) Limited

Notes to the Financial Statements
For the year ended 30 June 2021

6.1

7.1

9

9.1

10

2021 2020
PREPAYMENTS AND OTHER RECEIVABLES Note Rupees Rupees
Other receivables 6.1 2,979,382 1,098,620
Prepaid insurance - 375,908

2,979,382 1,474,528

This represents amount receivable from the parent Organization amounting to rupees 1,898,620
(2020: 1,098,620), against repair and maintenance expenditure incurred on its behalf. The maximum
aggregate amount outstanding at any time during the year is 1,898,620.

CASH AND BANK BALANCES

Cash in hand 51,215 103.191

Cash at bank
-Saving account 7ii 15,318,103 37,930,584
15,369,318 38,033,775

The balance in saving account carries markup ranging between 5.5% to 6.50% (2020: 10.75% to
6.5%)

SHHARE CAPITAL

Authorized share capital

1,000 (2020: 1,000) ordinary shares of Rs. 100 each 100,060 100,000

Issued, subseribed and paid up share capital
1,000 (2020: 1,000) ordinary shares of Rs. 100 each 1(}‘(),000 100.000

PAYABLE TO FWO

Opening balance 37,835,571 30,124,938
Add: Collection Received on behalf of FWO 23,803,878 14,018,126
Less: Equipment management charges for the period 12 (8,643,829) (6,307.493)
Less: Paid 1o FWO During the Year {30,124,438) -

gt BIB0El T 3RS 571

This represents the amount payable to F'WO net of the service charges.

TRADE AND OTHER PAYABLES

Other payables 712,000 514,000
Withholding tax payable - 39,985
Accrued Liabilities 418,808 1,058,584
Salaries Payable 1,814,627 930.000

2,942,435 2,542,569




Equipment Management & Support Company (Private) Limited
Notes to the Financial Statements
For the year ended 30 June 2021

2021 2020
Note Rupees Rupees
11 REVENUE
Service charges for hired out equipment owned by FWO 5,950,970 3,504,532
Service charges for hired in equipment Operated by FWO 2,692,859 2,802,961
8,043,829 6,307,493
12 COST OF SERVICES
Salaries and other benefits 9,676,410 4,245,520
Repair and maintenance 5,391,488 3,863,553
Other expenses - 541,796
15,067,898 8,650,869
13 ADMINISTRATIVE AND GENERAL EXPENSES
Auditors' remuneration 13.1 240,000 220,000
Communication Charges 1,272 6,495
Legal and professional charges 86,634 97,210
Office supplies 2,880 4,810
Travelling and conveyance 41,768 142,636
Freight Charges 244,510 321,830
Insurance expenses 375,908 -
Fuel & Gas for Vehicles 234,744 558,245
Staff welfare 42,000 43,338
Misc. expense 12,015 29,907
Food & Accommodation 564,546 -
Excavation & transportation 1,057,428 -
2,903,705 1,424,471
13.1 Auditors' remuneration
Audit fee 165,000 150,000
Review of statement of compliance with Public Sector Code of 55,000 50,000

Corporate Governance
Out of pocket expenses 20,000 20,000

240,000 220,000




Equipment Management & Support Company (Private) Limited
Notes to the Financial Statements
For the year ended 30 June 2021
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16.1

2021 2020
Rupees Rupees
TAXATION
Current 1,037,259 878,195
Deferred Tax - -
1,037,259 878,195
Relationship between profit for the year and tax
charge
Tax at applicable rate of 29% (2020: 29%) - -
Tax effect of minimum tax 1,037,259 878,195
1,037,259 878,195

There are no contingencies and commitments as at the year end. (2020: Nil)

Financial risk factors

The Company has exposure to the following risks from its use of financial instruments:
— Market risk

— Credit risk

~ Liquidity risk

The Board of Directors has overall responsibility for the establishment and oversight of the
Company’s risk management framework. The Board is also responsible for developing and
monitoring the Company’s risk management policies.

Risk management policies are established to identify and analyze the risks faced by the
Company, to set appropriate risk limits and controls, and to monitor risks and adherence to
limits. Risk management policies and systems are reviewed regularly to reflect changes in
market conditions and the Company's activities. The Company, through its training, management
standards and procedures, has developed a disciplined and constructive control environment in
which all employees understand-their-roles-and-obligations.——

Market Risk

Market risk is the risk that changes in market prices such as foreign exchange rates, interest rates
and equity prices, will affect the Company's income or the value of its holdings of financial
instruments. The objective of market risk management is to manage and control market risk
exposures within acceptable parameters, while optimizing returns. However, the Company is not
exposed to any significant market risk.



Equipment Management & Support Company (Private) Limited
Notes to the Financial Statements
For the year ended 30 June 2021

b)

Credit Risk

Credit risk represents the risk that one party to a financial instrument will cause a financial loss
for the other party, by failing to discharge its obligation.

[xposure 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:

30 June 2021 Carrying
amount
Rupees

Other receivables 2,979,382

Cash and bank balances 15,369,318

30 June 2021 Carrying
amount
Rupees

Cash and bank balances 15,369,318

Geographically, there is no concentration of credit risk.

The Company's most significant amount is balance with a bank, amounting to Rs. 15,369,318
(2020: Rs. 37,930,584), as at the statement of financial position date.

The Company has placed funds in financial institution with credit rating as follows:

Rating 2021
Short term Long term
Short term Long term
United Bank Limited A-1+ AAA

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting its financial
obligations associated with its financial liabilities that are settled by delivering cash or another
financial asset. Liquidity risk arises because of the possibility that the Company could be
required to pay its liabilities earlier than expected or difficulty in raising funds to meet
commitments associated with financial liabilities as they fall due. The Company’s approach to
managing liquidity is to ensure, as far as possible, that it will always have sufficient funds to
meet its liabilities when due, under both normal and stressed conditions, without incurring
unacceptable losses or risking damage to the Company’s reputation.

The maturity profile of the Company's financial liabilities at year end based on contractual cash
flows is summarized below:



Equipment Management & Support Company (Private) Limited
Notes to the Financial Statements
For the year ended 30 June 2021

16.2

Carrying One to twelve
30 June 2021 amount months
Rupees Rupees
Payable to FWO 22,870,682 22,870,682
Trade and other payables 2,942,435 2,942,435
Income tax payable 1,037,259 1,037,259
Carrying One to twelve
30 June 2020 amount months
Rupees Rupees
Payable to FWO 37,835,571 37,835,571
Trade and other payables 2,542,569 2,542,569
Income tax payable 878,195 878,195

Fair values
Fair value hierarchy

Financial instruments carried at fair value have been analyzed at following levels using valuation
method:

Level 1: inputs using the quoted prices in active market for identical assets / liabilities.

Level 2: inputs other than the quoted market prices that are observed for the assets / liabilities
either directly or indirectly.

Level 3: based on unobservable inputs for assets / liabilities.

If the inputs used to measure the fair value of an asset or a liability fall into different levels of
the fair value hierarchy, then the fair value measurement is categorized in its entirety in the same
level of the fair value hierarchy as the lowest level input that is significant to the entire
measurement.

Transfers between levels of the fair value hierarchy are recognized at the end of the reporting
period during which the change has occurred.

Determination of fair values

The Company’s accounting policies and disclosures require the determination of fair value, of
both financial and non-financial assets and liabilities. Fair values have been determined for
measurement and / or disclosure purposes based on the following methods.

Non - derivative financial assets

The fair value of non-derivative financial assets is estimated as the present value of future cash
flows. discounted at the market rate of interest at the reporting date. This fair value is
determined for disclosure purposes.



“ Equipment Management & Support Company (Private) Limited
Notes to the Financial Statements
For the year ended 30 June 2021

17

Non-derivative financial liabilities

Fair value, which is determined for disclosure purposes, is calculated based on the present value
of future principal and interest cash flows, discounted at the market rate of interest at the
reporting date.

The following table shows the carrying amounts and fair values of financial assets and financial
liabilities, including their levels in the fair value hierarchy. It does not include fair value
information for financial assets and financial liabilities not measured at fair value if the carrying
amount is a reasonable approximation of fair value.

30 June 2021 Amortized cost Other financial
liabilities
Rupees Rupees

Financial Assets

Other receivables 2,979,382 -
Cash and bank balances 15,369,318 -

Financial Liabilities

Payable to holding company - net - 22,870,682
Trade and other payables - 2,942,435
Income tax payable - 1,037;259

30 June 2020
Financial Assets

Other receivables 1,474,528 -
Cash and bank balances 38,033,775 -

Financial Liabilities

Payable to FWO - 37,835,571
Trade and other payables - 2,542,569
Income tax payable - 878,195

*As the aforementioned financial assets and liabilities are short term in nature and reprised
periodically. Therefore, their carrying amounts are reasonable approximation of fair value.
Accordingly, no disclosure of fair value is required.

NUMBER OF EMPLOYEES

Total number of employees as at 30 June 2021 were 10 (2020: 5). Average number of
employees during the year were 10 (2020: 7).
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BALANCES AND TRANSACTIONS WITH RELATED PARTIES

Frontier Works Organization holds 100% shares of the Company. Therefore Frontier Works
Organization including its subsidiaries and associates are the related parties of the Company.
Other related parties include directors, key management personnel, entities over which directors
are able to exercise significant influence. Below is the list of related parties with whom the
Company has entered into transactions during the year:

Basis of

Related Party Relationship

Frontier Works Organization Parent Company
Motorway Operations and Rehabilitation Engineering Associate
(Private) Limited - (MORE)

Swat Expressway Planning Constructions and Operations Associate
(Private) Limited - (SEPCO)

Superhighway Construction Operation and Rehabilitation Associate

Engineering (Private) Limited - (SCORE)

Karachi and Thatta Construction and Management Associate
(Private) Limited - (KATKAM)

Lahore Sialkot Motorway Infrastructure Management Associate
(Private) Limited - (LSMIM)

Degan Exploration Works (Private) Limited - (DEW) Associate
Frontier Cement Company (Private) Limited - (FCC) Associate
Lahore and Faisalabad Construction Company (Pvt) Associate
Limited - (LAFCO)

Habibabad Operation & Management Engineering (Pvt) Associate
Limited - (HOME)

Punjab Ring Road Infrastructure Management & Associate
Engineering (Pvt) Limited - (PRIME)

Frontier Smart City (Pvt) Limited - (FSC) Associate

Details of transactions with these related parties are as follows:

2021
Frontier Works Organization (FWO) Rupees
Services rendered 8,643,829
Balance due to - unsecured 22,870,682

Balance due from - unsecured 2,979,382
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Associates 2020
Collections against Vehicle Rental Rupees
MORE 1,920,000
M/S RASHEED 2,244.816
WALEED BROS 1,830,545
YELLOW LINE 2,448,076
Shafqat & Brothers 1,759,663
Al Forsan Contracting 2,500,000
KABCON (Pvt) Ltd 200,000
Kescon Builders 1,135,113.00

Impact of COVID-19 on the financial statements

The pandemic of COVID-19 that has rapidly spread all across the world has not only
endangered human lives but has also adversely impacted the global economy. On March 23,
2020, the Government of the Sindh including Federal Government announced a temporary lock
down as a measure to reduce the spread of the COVID-19.

After implementing all the necessary Standard Operating Procedures (SOPs) to ensure safety of
employees, the company continued to carry out its operations and has taken all necessary steps
to ensure smooth and adequate continuation of its business. Due to this, management has
assessed the accounting implications of these developments on these financial statements,
however, according to management’s assessment, there is no significant accounting impact of

the effects of COVID-19 on these financial statements.

REMUNERATION OF CHIEF EXECUTIVE AND DIRECTORS

Chief executive and directors have not been paid any remuneration during the year. The
Company does not have executives during the year (2020: Nil).

GENERAL INFORMATION

Figures have been rounded off to the nearest rupees unless otherwise stated.

DATE OF AUTHORIZATION FOR ISSUE
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These financial statements were authorized for issue on i} 1 (3 S { ,{_021 by the Board
of Directors of the Company.

3

St

¢ UTIVE-OFFICER

Cll’iEFW DIRECTOR



