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INDEPENDENT AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed balance sheet of National Engineering Services Pakistan
(Private) Limited (the Company) as at 30 June 2017 and the related profit and loss
account, statement of comprehensive income, cash flow statement and statement of
changes in equity together with the notes forming part thereof, for the year then ended 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 our audit.

It is the responsibility of the Company's management to establish and maintain a system of
internal control, and prepare and present the above said statements in conformity with the
approved accounting standards and the requirements of the Companies Ordinance, 1984.
Our responsibility is to express an opinion on these statements based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan.
These standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of any material misstatement. An audit
includes examining on a test basis, evidence supporting the amounts and disclosures in the
above said statements. An audit also includes assessing the accounting policies and
significant estimates made by management, as well as, evaluating the overall presentation
of the above said statements. We believe that our audit provides a reasonable basis for our
opinion and, after due verification, we report that:

(a) in our opinion, proper books of account have been kept by the Company as required
by the Companies Ordinance, 1984;

(b) in our opinion:

)} the balance sheet, profit and loss accounts and statement of comprehensive
income together with the notes thereon have been drawn up in conformity
with the Companies Ordinance, 1984, and are in agreement with the books
of account and are further in accordance with accounting policies
consistently applied, except for the changes as stated in Note 2.1 with which
we concur;

i) the expenditure incurred during the year was for the purpose of the
Company's business; and

iii) the business conducted, investments made and the expenditure incurred
during the year were in accordance with the objects of the Company;

© in our opinion and to the best of our information and according to the explanations
given to us, the balance sheet, profit and loss account, statement of comprehensive
income, cash flow statement and statement of changes in equity together with the
notes forming part thereof conform with approved accounting standards as
applicable in Pakistan, and, give the information required by the Companies
Ordinance, 1984, in the manner so required and respectively give a true and fair
view of the state of the Company's affairs as at 30 June 2017 and of the profit, total
comprehensive income, its cash flows and changes in equity for the year then ended;

and
A
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(d) In our opinion, no Zakat was deductible at source under the Zakat and Ushr
Ordinance, 1980.

We draw attention to note 22.1 (c) and (d) to the financial statements, which describes the
uncertainties related to the future outcome of litigations between the Company and

* Punjab Revenue Authority and Sindh Revenue Board; regarding applicability of Sales
tax on the services provided by the Company, under respective provincial Sales tax
on services Act; and

o the Federal Taxation Authorities; regarding applicability of Minimum Tax on the
Company’s income from services, under section 153(1)(b) of the Income Tax
Ordinance 2001.

Our opinion is not modified in respect of these matters.

¥ s
=
EY Ford Rhodes
Chartered Accountants
Audit Engagement Partner: Sajjad Hussain Gill

Lahore: 29 August 2019
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NATIONAL ENGINEERING SERVICES PAKISTAN (PRIVATE) LIMITED

BALANCE SHEET
AS AT JUNE 30, 2017

ASSETS

NON-CURRENT ASSETS
Property and equipment
Intangible assets

Investment property
Investments in subsidiaries
Investment in associates

Long term loans and advances
Long term security deposits
Deferred tax asset - net

CURRENT ASSETS

Stationery stores

Contract fee receivable

Loans and advances

Deposits and short term prepayments
Interest accrued

Other receivables

Short term investments

Cash and bank balances

EQUITY AND LIABILITIES

SHARE CAPITAL AND RESERVES

Authorized capital

500,000 (2016: 500,000) ordinary shares of Rs 10 each
Issued, subscribed and paid up capital

Revenue reserves

NON-CURRENT LIABILITIES
Employee retirement and other benefits
Liabilities against assets subject to finance lease

CURRENT LIABILITIES
Trade and other payables
Dividend payable
Provision for taxation

CONTINGENCIES AND COMMITMENTS

The annexed notes 1 to 36 form an integral part of these financial statements.
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Note 2017 2016

------ (Rupees in '000) --=---
5 1,143,126 1,201,109
6 7,180 5,378
s 15,000 15,000
8 2,977 6,388
9 56,374 56,874
10 34,112 1,158
33,940 46,863
11 503,761 318,908
1,796,470 1,651,679
7,239 11,499
12 9,163,031 8,138,486
13 209,970 154,099
14 240,466 201,586
7,612 2,855
15 1,564,248 791,272
16 1,042,752 1,338,203
17 1,515,175 1,746,571
13,750,493 12,384,571
15,546,963 14,036,250
5,000 5,000
18 5,000 1,500
11,101,809 10,497,294
11,106,809 10,498,794
19 593,184 576,010
20 54 682
21 3,388,356 2,375,519
- 100,000
458,560 485,245
3,846,916 2,960,764
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NATIONAL ENGINEERING SERVICES PAKISTAN (PRIVATE) LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2017

Note 2017 2016
------ (Rupees in '000) —-----

Services fee 23 8,563,195 7,747,780
Operating costs 24 (7,455,287) (6,320,381)
Operating profit 1,107,908 1,427,399
Finance cost 25 (6,171) (3,197)
1,101,737 1,424,202

Other income 26 240,753 399,623
Other expenses 27 (3,411) (3,970)
Share of profit from associates - net 9 1,500 6,125
238,842 401,778

Profit before taxation 1,340,579 1,825,980
Taxation 28 (389,993) (452,418)
Profit for the year 950,586 1,373,562

The annexed notes 1 to 36 form an integral part of these financial statements.
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NATIONAL ENGINEERING SERVICES PAKISTAN (PRIVATE) LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2017

Note 2017 2016
------ (Rupees in '000) ------

Profit for the year 950,586 1,373,662

ltems that will not be reclassified to profit and loss account

Re-measurement loss on post employment benefit obligation 21.2 (346,530) (188,398)
Tax effect of loss on employees’ retirement benefits 103,959 60,287
Other comprehensive loss for the year (242,571) (128,111)
Total comprehensive income for the year 708,015 1,245,451

The annexed notes 1 to 36 form an integral part of these financial statements.
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NATIONAL ENGINEERING SERVICES PAKISTAN (PRIVATE) LIMITED
CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2017

Note 2017 2016
------ (Rupees in '000) ------

Cash flows from operating activities

Net cash generated from operating activities 29 288,854 1,235,027
Income taxes paid (497,572) (441,652)
Employee benefits paid (132,242) =
(Increase) / decrease in long term loans and advances (32,953) 357
Decrease / (Increase) in long term security deposits 12,923 (14,388)
Net cash (used in) / generated from operating activities (360,990) 779,344

Cash flows from investing activities

Purchase of operating fixed assets - net (46,732) (107,451)
Purchase of intangible assets (4,723) (219)
Proceeds from disposal of property and equipment 10,534 9,629
Proceeds from redemption of units in mutual fund = 11,491
Short term investments - net 313,200 (364,582)
Interest received 78,593 85,012
Net cash (used in) / generated from investing activities 350,872 (366,120)

Cash flows generated from financing activities

Lease rentals paid (707) (551)
Dividend paid (200,000) (4,500)
Finance cost (6,171) (3,197)
Net cash used in financing activities (206,878) (8,248)
Net (decrease) / increase in cash and cash equivalents (216,996) 404,976

Cash and cash equivalents at the beginning of the year 2,546,571 2,141,595
Cash and cash equivalents at the end of the year 30 2,329,575 2,546,571

The annexed notes 1 to 36 form an integral part of these financial statements.
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NATIONAL ENGINEERING SERVICES PAKISTAN (PRIVATE) LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2017

Share General Unappropriated Revenue
capital reserve profit reserves Total
(Rupees in '000)
Balance as at July 01, 2015 1,500 8,076,802 1,275,041 9,351,843 9,353,343
Final dividend for the year ended June
30, 2015 at Rs. 667 per share - - (100,000) (100,000) (100,000)
Transfer to general reserve - 1,067,349 (1,067,349) - =
Profit for the year - - 1,373,562 1,373,562 1,373,562
Other comprehensive loss for the year - - (128,111) (128,111) (128,111)
Total comprehensive income - - 1,245,451 1,245,451 1,245,451
Balance as at June 30, 2016 1,500 9,144,151 1,353,143 10,497,294 10,498,794
Final dividend for the year ended June
30, 2016 at Rs. 667 per share - - (100,000) (100,000) (100,000)
Bonus shares issued 3,500 (3,500) - (3,500) -
Transfer to general reserve - 1,273,562 (1,273,562) = -
Profit for the year - - 950,586 950,586 950,586
Other comprehensive loss for the year - - (242,571) (242,571) (242,571)
Total comprehensive income - - 708,015 708,015 708,015
Balance as at June 30, 2017 5,000 10,414,213 687,596 11,101,809 11,106,809
The annexed notes 1 to 36 form an integral part of these financial statements.
e
\
Directsr 2

Chief Executive




NATIONAL ENGINEERING SERVICES PAKISTAN (PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2017

2.1

THE COMPANY AND ITS OPERATIONS

The Company was incorporated in 1973 under Companies Act, 1913 (now Companies Act, 2017). The Company is
wholly owned by the Ministry of Energy (Power Division), Government of Pakistan and is engaged in providing
engineering consultancy services in Pakistan and abroad. The registered office of the Company is situated at 1-C,
Block N, Model Town Extension, Lahore.

BASIS OF PREPARATION

These financial statements have been prepared in accordance with approved accounting standards as applicable in
Pakistan and the requirements of the Companies Ordinance, 1984 (the Ordinance). Approved accounting standards
comprise such International Financial Reporting Standards as notified under the provisions of the Ordinance.
Wherever the requirements of the Ordinance or directives issued by the Securities and Exchange Commission of
Pakistan differ with the requirements of these standards, the requirements of the Ordinance or the requirements of
the said directives take precedence.

The Companies Act, 2017 was enacted on 31 May 2017, which repealed the Ordinance, however, SECP vide its
circular 17 of 2017 and Press Release dated 20 July 2017 has clarified that companies whose financial year closes
on or before 31 December 2017 can prepare their financial statements in accordance with the provisions of the
repealed Companies Ordinance, 1984,

These are separate financial statements of the Company. The Company is not consolidating its subsidiaries as the
Securities and Exchange Commission (SECP) of Pakistan has granted exemption through the letter dated 24
November 2005 with reference number RD-237(1)2005-3237 to the Company from consolidation and investment in
subsidiaries is recorded at cost net of impairment if any.

Standards, interpretations and amendments to published approved accounting standards

The following amendments to existing standards have been published that are applicable to the Company's financial
statements covering annual periods, beginning on or after the following dates:

Standards, amendments to published standards and interpretations that are effective in current year

The Company has adopted the following amendments which became effective during the year.

IFRS 10 - Consolidated Financial Statements, IFRS 12 Disclosure of Interest in Other Entities and IAS 28
Investment in Associates — Investment Entities: Applying the Consolidated Exception (Amendment)

IFRS 11 - Joint Arrangements Accounting for Acquisition of Interest in Joint Operation (Amendment)

IAS 1 - Presentation of Financial Statements - Disclosure Initiative (Amendment)

IAS16 - Property, Plant and Equipment and IAS 38 intangible assets - Clarification of Acceptable Method of
Depreciation (Amendment)

IAS16 -  Property, Plant and Equipment and IAS 41 Agriculture — Agriculture: Bearer Plants (Amendment)

IAS 27 -  Separate Financial Statements - Equity Method in Separate Financial Statements (Amendment)

There is no material impact on the financial statements as a result of adoption of the above standards.
New / Revised Standards, Interpretations and Amendments
The following revised standards, amendments and interpretations with respect to the approved accounting standards

as applicable in Pakistan would be effective from the dates mentioned below against the respective standard or
interpretation:

B



2.2

NATIONAL ENGINEERING SERVICES PAKISTAN (PRIVATE) LIMITED

Annual Effective
date (Periods
beginning on or
Standard or Interpretation after)

IFRS2 -  Share-based Payments — Classification and Measurement of Share-based 01 January 2018
Payments Transactions (Amendments)

IFRS 10 - Consolidated Financial Statements and IAS 28 Investment in Associates and Not yet finalized
Joint Ventures - Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture (Amendment)

IAS 7 - Financial Instruments: Disclosures - Disclosure Initiative - (Amendment) 01 January 2017

IAS12 - Income Taxes — Recognition of Deferred Tax Assets for Unrealized losses 01 January 2017
(Amendments)

IFRS4 - Insurance Contracts: Applying IFRS 9 Financial Instruments with IFRS 4 01 January 2018
Insurance Contracts — (Amendments)

IAS40 -  Investment Property: Transfers of Investment Property (Amendments) 01 January 2018

IFRIC 22 - Foreign Currency Transactions and Advance Consideration 01 January 2018

IFRIC 23 - Uncertainty over Income Tax Treatments 01 January 2019

IFRS9 -  Financial Instruments: Classification and Measurement 01 July 2018

IFRS 15 -  Revenue from Contracts with Customers 01 July 2018

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

In addition to the above standards and amendments, improvements to various accounting standards have also been
issued by the IASB in December 2016. Such improvements are generally effective for annual accounting periods
beginning on or after 01 January 2018. The Company expects that such improvements to the standards will not have
any material impact on the Company's financial statements in the period of initial application.

Further, following new standards have been issued by IASB which are yet to be notified by the SECP for the purpose
of applicability in Pakistan.

Effective date
(Periods beginning

Standard on or after)
IFRS 14 - Regulatory Deferral Accounts 01 January 2016
IFRS2 - Classification and Measurement of Share-based Payment Transactions —

Amendments to IFRS 2 01 January 2018
IFRS 16 - Leases 01 January 2019
IFRS 17 - Insurance Contracts 01 January 2021

The management will assess the impact of the above standards when these are notified by the SECP in accordance
with the effective date in the notification.

Basis of measurement

These financial statements have been prepared under the historical cost convention except that certain employee
benefits are recognized on the basis mentioned in note 4.7 and held for trading at fair value.

The preparation of financial statements in conformity with approved accounting standards requires the use of certain
critical accounting estimates. It also requires management to exercise its judgment in the process of applying the
company's accounting policies. Estimates and judgments are continually evaluated and are based on historical
experience and other factors, including expectations of future events that are believed to be reasonable under the
circumstances. The areas involving a higher degree of judgment or complexity, or areas where assumptions and
estimates are significant to the financial statements are as follows:
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a)

b)

c)

d)

NATIONAL ENGINEERING SERVICES PAKISTAN (PRIVATE) LIMITED

Taxation (Note 11 & 28)

In making the estimate for income tax payable, the Company takes into account the applicable tax laws and the
decision by appellate authorities on certain issues in the past. The Company consult its tax advisor and takes into
account factors including industry practice and recent judgments by tax authorities and/or courts of law.

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 is
required to determine the amount of deferred assets that can be recognized, based upon the likely timing and level
of future taxable profits together with future tax planning strategies.

Useful life and residual values of property and equipment (Note 5)

Estimates with respect to depreciable lives, residual values and pattern of flow of economic benefits are based on
the analysis of the management of the Company based on historical pattern of use, economic utility, technological
advancement, expected re-sale values and expected usual wear and tear.

Employee benefits (Note 21)

The cost of defined benefit retirement plan (gratuity) is determined using actuarial valuations (projected unit credit
method) performed by an independent actuary. The actuarial valuation involves making assumptions about discount
rates, future salary increases and mortality rates. All assumptions are reviewed at each reporting date and take into
account factors such as prevailing interest rates, increments and promotions awarded by the Company in the recent
past and projected for the future, health and age profile of employees.

Provision for doubtful receivables (Note 12)

The Company reviews its trade and other receivables at each reporting date to assess whether provision should be
recorded in profit and loss account for any doubtful receivables. Especially, judgment by management is required in
the estimation of the amount and timing of future cash flows while determining the extent of provision required. Such
estimates are based on assumptions about a number of factors including credit history of counter party and age
analysis. Actual cash flows may differ resulting in subsequent changes to the provisions. Known bad debts are
written off as and when identified.

BENAZIR EMPLOYEES STOCK OPTION SCHEME

On August 14, 2009, the Government of Pakistan (GOP) launched Benazir Employees Stock Option Scheme (“the
Scheme”) for employees of certain State Owned Enterprises (SOEs) and non-State Owned Enterprises (non-SOEs)
where GOP holds significant investment. The Scheme is applicable to permanent and contractual employees who
were in employment of these entities on the date of launch of the scheme subject to completion of five years vesting
period by all contractual employees and by permanent employees in certain instances.

The Scheme provides for a cash payment to employees on retirement or termination based on the price of shares of
respective entities. To administer this scheme, GOP shall transfer 12% of its investment in such SOEs and non-
SOEs to a Trust Fund to be created for the purpose by each of such entities. The eligible employees would be
allotted units by each Trust Fund in proportion to their respective length of service. On retirement or termination,
employees would be entitled to receive such amounts from Trust Fund in exchange for the surrendered units as
would be determined based on market price for listed entities or breakup value for non-listed entities. The shares
relating to the surrendered units would be transferred back to GOP.

The Scheme also provides that 50% of dividend related to shares transferred to the respective Trust Fund would be
distributed amongst the unit-holder employee. The balance 50% dividend would be transferred by the respective
Trust Fund to Central Revolving Fund Managed by the Privatization Commission of Pakistan for payment to
employees against surrendered units. The deficit, if any, in Trust Fund to meet the re-purchase commitments would
be met by GOP.

The Scheme, developed in compliance with stated GOP Policy of empowerment of employees of State Owned
Enterprises needs to be accounted for by the covered entities, including the Company, under the provisions of
amended International Financial Reporting Standard 2 Share Based Payments (IFRS 2). However, keeping in the
view the difficulties that may be faced by entities covered under the scheme, the Securities & Exchange Commission
of Pakistan on receiving representations from some entities covered under the Scheme and after having consulted
the Institute of Chartered Accountants of Pakistan, has granted exemption to such entities from the application of
IFRS 2 to the Scheme. Further, as per the correspondence with BESOS and Ministry of Finance, the scheme is
being revamped and disbursement of dividend to the employees by EET are kept in abeyance.

=



4.1

4.2

4.3

NATIONAL ENGINEERING SERVICES PAKISTAN (PRIVATE) LIMITED

SIGNIFICANT ACCOUNTING POLICIES
Taxation
Current

Current income tax expense consists of (i) taxable profit at the current rates of taxation, alternative corporate tax or
minimum turnover tax, whichever is higher and (i) Super tax at 3% on imputed income.

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 basis used in the computation of taxable profit. Deferred tax liabilities are generally recognized for
all taxable temporary differences and deferred tax assets are recognized to the extent that it is probable that taxable
profits will be available against which the deductible temporary differences, unused tax losses and tax credits can be
utilized.

Deferred tax is calculated at the rates that are expected to apply to the period when the 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 equity in which case it is
included in equity.

Property and equipment

Owned

Operating fixed assets except freehold land, which is stated at cost, are stated at cost less accumulated
depreciation.

Depreciation is charged to the profit and loss account on the reducing balance method, so as to write off the
historical cost of an asset over its estimated useful life, at the rates given in note 5.1 and leasehold land on 33 year
lease period.

Depreciation on additions is charged from the month in which the asset is put to use while no depreciation is
charged from the month in which an asset is disposed off.

The assets' residual values and useful lives are reviewed at each financial year end, and adjusted if impact on
depreciation is significant.

Maintenance and normal repairs are charged to profit and loss account as and when incurred. Major renewals and
improvements are capitalized. The profit or loss on disposal or retirement of an asset represented by the difference
between the sale proceeds and the carrying amount of the asset is recognized as an income or expense.

Assets subject to finance lease

The determination of whether an arrangement is, or contains a lease is based on the substance of the arrangement
at inception date. Finance leases, which transfer substantially all the risks and benefits incidental to ownership of the
leased item, are capitalized at the commencement of the lease at the fair value of the leased assets or if lower, at
the present value of minimum lease payments. Lease payments are apportioned between finance charges and
reduction of the lease liability so as to achieve a constant rate of interest on the remaining balance of liability.
Finance charges are recognized in the profit and loss.

Leased assets are depreciated over the useful life of the asset at the rates stated in note 5.1 on the reducing
balance method. However, if there is no reasonable certainty that the Company will obtain ownership by the end of
lease term, the asset is depreciated over the shorter of estimated useful life of the asset and lease term.

Intangible assets

Intangible assets are carried at cost less accumulated amortization and impairment losses. Amortization is charged
to income on straight line basis over a period of three years.

Subsequent expenditures on intangibles assets are recognized as an expense when it is incurred, unless the
expenditure will enable the asset to generate future economic benefits in excess of its originally assessed standard
of performance.
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NATIONAL ENGINEERING SERVICES PAKISTAN (PRIVATE) LIMITED

4.4 Investment property

Property not held for own use or for sale in the ordinary course of business is classified as investment property. The
investment property of the company comprises land and is valued using the fair value model.

Investment properties are measured initially at cost, including transaction costs. Subsequent to initial recognition,
investment properties are stated at fair value, which reflects market conditions at the reporting date. Gains or losses
arising from changes in the fair values of investment properties are included in profit or loss in the period in which
they arise. Fair values are determined based on periodic evaluation performed by an accredited external
independent valuer.

Investment properties are derecognized either when they have been disposed of or when they are permanently
withdrawn from use and no future economic benefit is expected from their disposal. The difference between the net
disposal proceeds and the carrying amount of the asset is recognized in profit or loss in the period of derecognition.

4.5 Capital work in progress

Capital work in progress represents expenditure on property and equipment in course of construction, installation
and / or in transit. Transfers are made to relevant category of property and equipment as and when assets become
available for use. Capital work in progress is stated at cost, less any identified impairment loss.

4.6 Investments
4.6.1 Investments in subsidiaries

Investments in subsidiaries are stated at cost less impairment.
4.6.2 Investment in associates

Investments in associates are accounted for by using the equity method to comply with the requirements of IAS 28
"Investments in Associates".

4.6.3 Short term investments
Held for trading

Financial assets are classified as held for trading are acquired for the purpose of selling and purchasing in near
term. These investments are initially recognized at fair value. Subsequent to initial recognition these are recognized
at fair value unless fair value cannot be reliably measured. Any surplus and deficit on revaluation of investment is
recognized in profit and loss account. All purchases and sales of investments are recognized on trade date, which is
the date that the Company commits to purchase or sell the investments.

Held to maturity

Financial assets classified as held to maturity represent investments with fixed maturity in respect of which company
has the positive intent and ability to hold till maturity. These are initially recognized at cost including transaction costs
and are subsequently carried at amortized cost.

Available for sale

Available-for-sale financial assets are non-derivatives that are either designated investments in this category or not
classified in any of the other categories. They are included in non-current assets unless these mature or the
management intends to dispose off the investments within twelve months from the balance sheet date.

4.7 Employee retirement and other benefits

(a) The Company operates a funded gratuity scheme that requires contributions to be made to separately
administrated fund. 'The cost of defined benefit retirement plan (gratuity) is determined using actuarial
valuations (projected unit credit method) performed by an independent actuary. The actuarial valuation
involves making assumptions about discount rates, future salary increases and mortality rates. All
assumptions are reviewed at each reporting date and take into account factors such as prevailing
interest rates, increments and promotions awarded by the Company in the recent past and projected for
the future, health and age profile of employees. Gratuity is paid to employees at the termination of
service at the rate of number of years of association multiplied by the last drawn salary. Benefits are
disclosed in note 21.2.
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4.10
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NATIONAL ENGINEERING SERVICES PAKISTAN (PRIVATE) LIMITED

(b) The Company provides liability for accumulated compensated absences of its permanent and contract
staff as per company policy. Compensated absence of an employee are accumulated throughout the
term of employment to the maximum accumulation of 180 days and can be availed on the termination of
service, however encashment of compensated absence is allowed to the maximum of 60 days.

(c) The Company operates a recognized provident fund for all permanent employees. Monthly contributions
are made both by the company and employees @ of 10 % of basic plus technical pay.

(d) The Company provides long term association benefit to its permanent employees. Under the plan, the
employees who have completed ten years of service are entitled to receive one month’s salary, twenty
years of service are entitled to receive two months salary and thirty years of service are entitled to
receive three months salary. At each year end, the management records provision based on the
proportionate number of years worked by each employee.

Foreign currencies

Transactions in foreign currencies are accounted for in Pak Rupees, which is the functional currency of the Company
at the rates prevailing on the date of transaction. All monetary assets and liabilities in foreign currencies are
translated into Pak Rupees at the rate of exchange prevailing at the balance sheet date.

Revenue recognition

Revenue is recognized to the extent that it is probable that the future economic benefits will flow to the Company and
the revenue can be measured reliably.

The Company recognizes:

y revenue from engineering services when services are rendered, over the contractual period or as and
when services are rendered to customers.

’ Dividend income is recognized when the right to receive the payment is established
. Income from bank deposits is recognized using effective interest rate method; and
¥ Rental income is recognized on accrual basis.

Provisions

Provisions are recognized when the Company has a present obligation as a result of a past event, and it is probable
that an outflow of resources embodying economic benefits will be required to settle the obligation and reliable
estimate of the amount of the obligation can be made.

Financial instruments
All financial assets and liabilities are recognized at the time when the Company becomes party to the contractual
provisions of the instrument. Financial assets are derecognized when the Company loses control of the contractual

rights that comprise the financial asset. Financial liabilities are derecognized from the balance sheet when the
obligation is extinguished, discharged, cancelled or expired.

Any gain / loss on the recognition and derecognition of the financial assets and liabilities is included in the profit and
loss account for the year to which it arises.

(a) Long and short term deposits
These are stated at cost which represents the fair value of consideration given.
(b) Receivables

Receivables are carried at original invoice amount less provision made for receivables considered
doubtful of recovery. Debts considered irrecoverable are written off.

(c) Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits with banks, other short term investments
with original maturities of three months or less and bank overdrafts. For the purposes of cash flow

statement, cash and cash equivalents comprise of cash in hand, cash in transit, bank balances and short
term investments maturing within three months.
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