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INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF NATIONAL ENGINEERING SERVICES
PAKISTAN (PRIVATE) LIMITED

Report on the audit of the financial statements
Opinion

We have audited the annexed financial statements of National Engineering Services Pakistan (Private)
Limited, which comprise the statement of financial position as at 30 June 2018, and the statement of
profit or loss, the statement of comprehensive income, the statement of changes in equity, the
statement of cash flows for the year then ended, and notes to the financial statements, including a
summary of significant accounting policies and other explanatory information, and we state that we have
obtained all the information and explanations which, to the best of our knowledge and belief, were
necessary for the purposes of 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 and the statement of cash flows together with the notes forming part
thereof conform with the accounting and reporting standards as applicable in Pakistan and give the
information required by the Companies Act, 2017 (XIX of 2017), in the manner so required and
respectively give a true and fair view of the state of the Company's affairs as at 30 June 2018 and of
the profit, the total comprehensive income, the changes in equity and its cash flows for the year then
ended.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable in
Pakistan. Our responsibilities under those standards are further described in the 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.

Emphasis of matter

We draw attention to Note 24.1 (g) and (h) to the financial statements, which describes the uncertainties
related to the future outcome of litigations between the Company, 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 laws.

Our opinion is not modified in respect of this matter.

Information Other than the Financial Statements and Auditors' Report Thereon

Management is responsible for the other information. The other information comprises the Director's
Report, but does not include the financial statements and our auditors' report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any
form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated. If based on the work we have performed, we conclude that there is a material misstatement
of this other information, we are required to report that fact. We have nothing to report in this regard.
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Responsibilities of Management and Board of Directors for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the accounting and reporting standards as applicable in Pakistan and the requirements
of Companies Act, 2017(XIX of 2017) and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Company or to
cease operations, or has no realistic alternative but to do so.

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

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

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, 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 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by 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 date of our auditor's report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

e 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 @ manner that achieves fair presentation.

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

T\
Page 2 of 3

A member firm of Ernst & Young Global Limited



Building a better
working world

Report on other legal and requlatory requirements

Based on our audit, we further report that in our opinion:

a) proper books of account have been kept by the Company as required by the Companies Act, 2017
(XIX of 2017);

b) the statement of financial position, the statement of profit or loss, the statement of comprehensive
income, the statement of changes in equity and the statement of cash flows together with the notes
thereon have been drawn up in conformity with the Companies Act, 2017 (XIX of 2017)and arein
agreement with the books of account and returns;

¢) investments made, expenditure incurred and guarantees extended during the year were for the
purpose of the Company's business: and

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

The engagement partner on the audit resulting in this independent auditor's report is Mr. Sajjad Hussain
Gill.

By -

Chartered Accountants
Lahore
Date: 11 December 2020

Page 3 of 3

A member firm of Ernst & Young Global Limited



NATIONAL ENGINEERING SERVICES PAKISTAN (PRIVATE) LIMITED

STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2018

ASSETS

NON-CURRENT ASSETS
Property and equipment
Intangible assets

Investment property
Investment 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 share capital
500,000 (2017: 500,000) ordinary shares of Rs. 10 each

Issued, subscribed and paid up share capital
Revenue reserves

- General reserve

- Unappropriated profit

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

CURRENT LIABILITIES

Trade and other payables

Liabilities against assets subject to finance lease
Dividend payable

Provision for taxation

CONTINGENCIES AND COMMITMENTS

The annexed notes from 1 to 40 form an integral part of these financial statements.
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“Chief Executive

Note 2018 2017
------ (Rupees in '000) ------
(Restated)

7 1,017,164 1,143,126
8 6,249 7,180
9 110,240 15,000
10 2,977 2,977
11 53,860 56,374
12 33,167 34,112
57,115 33,940
13 632,874 503,761
1,913,646 1,796,470
12,540 7,239
14 9,766,365 9,163,031
15 273,068 209,970
16 281,995 240,466
16,132 7,612
17 . 2,079,318 1,564,248
18 813,563 1,042,752
19 991,074 1,515,175
14,234,055 13,750,493
16,147,701 15,546,963
5,000 5,000
20 5,000 5,000
11,314,799 10,414,213
(20,273) 687,596
-11,299,526 11,106,809
21 766,616 993,493
22 - 54
23 3,446,353 2,987,437
22 54 610

50,000 -
585,152 458,560
4,081,559 3,446,607
16,147,701 15,546,963
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NATIONAL ENGINEERING SERVICES PAKISTAN (PRIVATE) LIMITED
STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED 30 JUNE 2018

Note 2018 2017
------ (Rupees in '000) ------

Services fee 25 8,315,798 8,563,195
Operating costs 26 _(8,033,922) _ (7,455.287)
Operating profit 281,876 1,107,908
Finance cost 27 (4,833) (6,171)

277,043 1,101,737
Other income 28 . 588,986 240,753
Other expenses 29 - (3,411)
Share of (loss) / profit from associates - net 11 (2,514) 1,500

586,472 238,842
Profit before taxation 863,515 1,340,579
Taxation 30 (619,682) (389,993)
Profit for the year 243,833 950,586

The annexed notes from 1 to 40 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 30 JUNE 2018

2018

2017

Note
Profit for the year
Items that will not be reclassified to statement of profit or loss
Re-measurement loss on employees retirement and other benefits 21.3.3

Tax effect of loss on employees retirement benefits
Other comprehensive loss for the year
Total comprehensive income for the year

The annexed notes from 1 to 40 form an integral part of these financial statements.
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Chief Executive

------ (Rupees in '000) ------

243,833 950,586
(1,595) (346,530)
479 103,959
(1,116) (242,571)
242,717 708,015
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NATIONAL ENGINEERING SERVICES PAKISTAN (PRIVATE) LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2018

Balance as at 01 July 2016

Final dividend for the year ended
30 June 2016 at Rs. 667 per share

Bonus shares issued
Transfer to general reserve

Profit for the year

Other comprehensive loss for the year
Total comprehensive income

Balance as at 30 June 2017

Final dividend for the year ended
30 June 2017 at Rs. 334 per share

Transfer to general reserve

Profit for the year

Other comprehensive loss for the year
Total comprehensive income

Balance as at 30 June 2018

The annexed notes from 1 to 40 form an integral part of these financial statements.
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Share capital

Revenue reserves

Issued,
subscribed General Unappropriated
. ) Total
and paid up reserve profit
share capital
(Rupees in '000) -=-=m--meeemmmeencann-an
1,500 9,144,151 1,353,143 10,498,794
- - (100,000) (100,000)
3,500 (3,500) - -
- 1,273,562 - (1,273,562) -
- - 950,586 950,586
= = (242,571) (242,571)
- - 708,015 708,015
5,000 10,414,213 687,596 11,106,809
- - (50,000) (50,000)
- 900,586 (900,586) -
- - 243,833 243,833
- - (1,116) (1,116)
- - 242,717 242,717
5,000 11,314,799 (20,273) 11,299,526
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NATIONAL ENGINEERING SERVICES PAKISTAN (PRIVATE) LIMITED

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2018

Cash flows from operating activities

Net cash generated from operating activities

Income taxes paid

Employee benefits paid

Decrease / (Increase) in long term loans and advances
(Increase) / decrease in long term security deposits

Net cash flows used in operating activities
Cash flows from investing activities

Purchase of property and equipment - net
Purchase of intangible assets

Proceeds from disposal of property and equipment
Short term investments - net

Interest income

Net cash flows generated from investing activities
Cash flows from financing activities

Lease rentals paid
Dividend paid
Finance cost paid

Net cash flows used in financing activities

Net decrease 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 from 1 to 40 form an integral part of these financial statements.
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"Chief Executive

Note 2018 2017
------ (Rupees in '000) ------

31 488,858 288,854
(621,724) (497,572)
(607,376) (132,242)

945 (32,953)

(23,175) 12,923

(762,472) (360,990)

(73,616) (46,732)

(5,909) (4,723)

14,720 10,534

104,800 313,200

75,019 78,593

115,014 350,872
(610) (707)
- (200,000)
(4,833) 6,171)
(5,443) (206,878)
(652,901) (216,996)
2,329,575 2,546,571

32 1,676,674 2,329,575
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NATIONAL ENGINEERING SERVICES PAKISTAN (PRIVATE) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2018

1

1.1

THE COMPANY AND ITS OPERATIONS

National Engineering Services Pakistan (Private) Limited (the Company) was incorporated in 1973 under the
Companies Act, 1913 (now the Companies Act, 201 7). The Company is wholly controlled and 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.

Geographical Location
The geographical locations and addresses of major Business units of the Company are as follows:

Business unit Geographical location and address

Registered office 1-C, Block N, Model Town Extension, Lahore

Regional offices

Islamabad Nespak House, Sector G-5/2, Islamabad

Karachi 13th Floor, NICL Building, Abbasi Shaheed Road, Sharah-e-Faisal Karachi
Peshawar House no. 24, Sector B-2, Phase-V, Hayatabad, Peshawar

Quetta 18-19/B, Street no. 2, Phase-lll, Shahbaz Town, Quetta cantt.

Foreign offices:

Kabul, Afghanistan House no. 250, Street no. 16, Wazir Akbar Khan, Kabul, Afghanistan

Riyadh, KSA Office No 2, First Floor Ibrahim Mohammad AL Moosa Commercial Complex,
Abdul Aziz Bin Masaad Bin Jalwi Road, (Dabbab Road) P.O Box 50344, Riyadh
11523 Kingdom of Saudi Arabia.

SUMMARY OF SIGNIFICANT TRANSACTIONS AND EVENTS OCCURRED DURING THE YEAR

All significant transactions and events that have affected the Company's statement of financial position and
performance during the year have been adequately disclosed in the notes to the financial statements.

STATEMENT OF COMPLIANCE

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

- International Financial Reporting Standards (IFRS), issued by International Accounting Standard Board
(IASB) as notified under Companies Act, 2017 (the Act); and -
- Provisions of and directives issued under the Act.

Where the provisions of and directives issued under the Act differ from the IFRS standards, the provisions of and
directives issued under the Act have been followed.

BASIS OF PREPARATION
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 6.5 and investments held for trading at fair value.

These are separate financial statements of the Company. The Company is not consolidating its subsidiaries as
the Securities and Exchange Commission of Pakistan (SECP) 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.
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4.2

4.2.1

4.2.2

NATIONAL ENGINEERING SERVICES PAKISTAN (PRIVATE) LIMITED

Standards, Interpretations and Amendments to Published Approved Accounting Standards

Amendments to approved accounting standards and interpretations which became effective during the year
ended 30 June 2018 are as follow:

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

The Company has adopted the following amendments which became effective for the current year.
IAS 7: Statement of Cash Flows - Disclosure Initiative - (Amendment)
IAS 12: Income Taxes - Recognition of Deferred Tax Assets for Unrealized losses (Amendment)

The adoption of the above amendments to accounting standards did not have any material effect on the financial
statements. :

Standards, Interpretations and Amendments to Published Approved Accounting Standards that are not
yet effective

The following 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:
Annual effective
date (periods
beginning on or

Standards or interpretations

after)

IFRS 2: Share-based Payments - Classification and Measurement of Share-based
Payments Transactions (Amendment)

IFRS 4: Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts
IFRS 9: Financial Instruments
IFRS 9: Prepayment Features with Negative Compensation - (Amendment)

IFRS 10: Consolidated Financial Statements and IAS 28 Investment in Associates and
Joint Ventures - Sale or Contribution of Assets between an Investor and its Associate or
Joint Venture (Amendment)

IFRS 15: Revenue from Contracts with Customers

IFRS 16: Leases

IAS 19: Plan Amendment, Curtailment or Settlement (Amendment)

IAS 28: Long-term Interests in Associates and Joint Ventures (Amendment)
IAS 40: Investment Property: Transfers of Investment Property (Amendment)
IFRIC 22: Foreign Currency Transactions and Advance Consideration

IFRIC 23: Uncertainty over Income Tax Treatments

01 January 2018

01 January 2018
01 July 2018
01 January 2019
Not yet finalized

01 July 2018
01 January 2019
01 January 2019
01 January 2019
01 January 2018
01 January 2018
01 January 2019

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, except for IFRS 9 - Financial Instruments and IFRS 15 - Revenue
from Contracts with Customers. The Company is currently evaluating the impact of the said standard.

Furthermore, through SRO 985(1)2019 dated 02 September 2019, in respect of companies holding financial
assets due from the Government of Pakistan, the requirements contained in "IFRS 9 (Financial Instruments) with
respect to application of Expected Credit Losses Method" shall not be applicable till 30 June 2021, provided that
such companies follow the relevant requirements of IAS 39 - Financial Instruments: Recognition and
Measurement, in respect of above referred financial assets during the exemption period.

In addition to the above standards and amendments, improvements to various accounting standards have also
been issued by the IASB in December 2016 and December 2017. Such improvements are generally effective for
accounting periods beginning on or after 01 January 2018 and 01 January 2019 respectively. The Company
expects that such improvements to the standards will not have any impact on the Company's financial statements
in the period of initial application.
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4.3

4.4

4.5

NATIONAL ENGINEERING SERVICES PAKISTAN (PRIVATE) LIMITED

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

(Annual
periods beginning
Standards on or after)
IFRS 1: First time adoption of International Financial Reporting Standards 01 July 2009
IFRS 14: Regulatory Deferral Accounts 01 January 2016
IFRS 17: Insurance Contracts 01 January 2021

The Company expects that above new standards will not have any material impact on the Company's financial
statements in the period of initial application.

Change in accounting policy related to investment property

During the year, the Company has changed its accounting policy in respect of its investment properties from fair
value model to cost model which includes land and building in Gujranwala and Islamabad. The management is of
the view that this change in accounting policy will result in a more consistent view of the financial affairs and
financial performance of the Company. The management has applied the change retrospectively and has
assessed the impact of change in accounting policy. However, there is no impact of the change in accounting
policy but the corresponding figures have been restated.

Functional and presentation currency

These financial statements are presented in Pakistani Rupees which is also the Company's functional currency.

Use of estimates and judgments

The preparation of financial statements in conformity with approved accounting standards, as applicable in
Pakistan, requires management to use 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 the historical experience, including expectations of future events that are
believed to be reasonable under the circumstances. These estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates are recognized in the period in which the estimate is
revised if the revision affects only that period or in the period of the revision and future periods if the revision
affects both current and future periods. The areas involving a higher degree of judgments or complexity or areas
where assumptions and estimates are significant to the financial statements are as follows:

a) Taxation (Note 13 & 30)

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 advisors 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 tax assets that can be recognized, based upon the
likely timing and level of future taxable profits together with future tax planning strategies.

b) Useful life and residual values of property and equipment (Note 7)

Estimates with respect to useful 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.

c) Employee benefits (Note 21)

The cost of defined benefit retirement plan (gratuity), accumulated long absences and long term association
benefit are 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.
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