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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 (the Company), which comprise the statement of financial position as at 30 June 2020,
and the statement of profit or loss and other 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
infc'iarmation and explanations which, to the best of our knowledge and belief, were necessary for the purposes of the
pr audit.

In our opinion and to the best of our information and according to the explanations given to us, subject to the effects
of the matter described in the Basis for Opinion section of our report, the statement of financial position, the
statement of profit or loss and other 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 ard fair view of the state of the Company's affairs as at 30 June 2020 and of
the loss and comprehensive loss, the changes in cquity 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 Auditors’ 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.

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
0f 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.

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

e  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.

o 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 auditors’ report
to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify
our cpinion. Our conclusions are based on the audit evidence obtained up to the date of our auditors’ g
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report. However, future events or conditions may cause the Company to cease to continue as a going
concern.

. E}ra]uate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation,

We communicate with the board of directors regarding, among other matters, the planned scope and timing of the

audit and significant audit findings, including any significant deficiencies in internal control that we identify during
our audit.

Report on Other Legal and Regulatory Requirements

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

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

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

c) 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)

Other Matter

The financial statements of the Company for the year ended 30 June 2019, were audited by another auditor who
issued an unmodified report on the financial statements on 16 July 2021.

The engagement partner on the audit resulting in this independent auditors’ report is Mr. Adnan Rashid. E;
L

Rahman Sarfaraz Rahim Igbal Rafiq
Chartered Accountants
Lahore:
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NATIONAL ENGINEERING SERVICES PAKISTAN (PRIVATE) LIMITED
STATEMENT OF FINANCIAL POSITION

ASSETS

NON-CURRENT ASSETS
Property and equipment
Intangible assets

Investment properties
Investment in subsidiaries
Investment in associates

Long term loans and advances
Long term deposits

Deferred tax asset - net

CURRENT ASSETS

Stationery stores

Contract fee receivables

Loans and advances

Deposits and prepayments
Interest accrued

Other receivables

Short term investments

Tax refunds due from government
Cash and bank balances

Total assets
EQUITY AND LIABILITIES

SHARE CAPITAL AND RESERVES
Authorized share capital

500,000 (2019: 500,000) ordinary shares of Rs. 10 each

Issued, subscribed and paid up share capital

Revenue reserves
- General reserve

- Accumulated loss
Total equity

NON-CURRENT LIABILITIES

Lease liability
Employees retirement and other benefits

CURRENT LIABILITIES
Trade and other payables
Current portion of lease liability
Contract liabilities

Dividend payable

Provision for taxation

Total liabilities
Total equity and liabilities

CONTINGENCIES AND COMMITMENTS

AS AT 30 JUNE 2020
Note 2020 2019 2018
— (Rupees in thousand) ---
Restated Restated
5 1,005,043 970,292 1,017,164
6 1,166 3,822 6,249
7 100,954 105,478 110,240
8 2,960 2,960 2,977
9 64,497 57,651 53,860
10 2,853 3,111 33,167
11 226,469 240,736 6,713
12 - = &
1,403,942 1,384,050 1,230,370
8,029 9,244 12,540
13 7,957,797 8,489,350 9,521,550
14 266,318 254,228 273,068
15 98,383 71,648 332,397
13,737 5,974 16,132
16 3,110,581 2,698,594 2,079,318
17 1,005,261 806,377 813,563
761,862 607,209 282,870
18 480,464 911,901 991,074
13,702,432 13,854,525 14,322,512
15,106,374 15,238,575 15,552,8!&
5,000 5,000 5,000
19 5,000 5,000 5,000
11,557,516 11,557,516 11,314,799
(2,390,564) (1,414,317) (234,197)
9,171,952 10,148,199 11,085,602
20 82,354 - -
21 733,735 781,337 766,616
816,089 781,337 766,616
22 4,387,231 3.678,925 2,970,050
20 16,543 - 54
23 522,879 288,955 476,303
- 50,000 50,000
191,680 291,159 204,257
5,118,333 4,309,039 3,700,664
5,934,422 5,090,376 4,467,280
15,106,374 15,238,575 15,552,882
24

The annexed notes 1 to 42 form an integral part of these financial statements.

/Chief Executive

Director

el

apoyeed



NATIONAL ENGINEERING SERVICES PAKISTAN (PRIVATE) LIMITED

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 30 JUNE 2020

Note

Revenue from contracts with customers - net 25
Cost of revenue 26
Operating loss
Finance cost 27
Other expenses 28
Other income 29
Share of profit from associates - net 9
(Loss)/ Profit before taxation
Taxation 30
Loss for the year
Other comprehensive income - Net of tax
Items that may be reclassified to profit or loss in subsequent periods:
Items that will not be reclassified to profit or loss in subsequent periods:
Remeasurement gain on employees retirement and other benefits 21.33
Share of other comprehensive gain/ (loss) from associates 9
Other comprehensive income for the year
Total comprehensive loss for the year

- Loss per share - basic and diluted # 32

The annexed notes 1 to 42 form an integral part of these financial statements.

i

Chief Executive

2020 2019
--- (Rupees in thousand) -
Restated
6,366,897 7,139,561
(7,593,321) (8,158,647)

(1,226,424)

(1,019,086)

(16,009) (4,054)
(1,242,433) (1,023,140)
(143) ;
357,286 1,075,844
5,985 4,415
363,128 1,080,259
(879,305) 57,119
(191,680) (291,159)
(1,070,985) (234,040)
93,877 135,000
861 (624)
94,738 134,376
(976,247) (99,664)
(2.142) (0.468)

Hrringed

Director

|




NATIONAL ENGINEERING SERVICES PAKISTAN (PRIVATE) LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2020

Balance as at 30 June 2018
Effect of rectification of error (refer note 4.21)

Balance as at 01 July 2018 - restated

Effect of application of change in accounting
policy resulting from adoption of IFRS 09- Net
of tax

Transfer to general reserve

Loss for the year - restated

Other comprehensive loss for the year
* Total comprehensive loss

Effect of rectification of error (refer note 4.21)
Balance as at 30 June 2019 - restated
Transfer to general reserve

Loss for the year

Other comprehensive income for the year
Total comprehensive loss

Balance as at 30 June 2020

Revenue reserves

Issued,
subscribed General
and paid up — Accmulated loss Total
share capital
(Rupees in thousand)
5,000 11,314,799 (20,273) 11,299,526
= 5 (213,924) (213,924)
5,000 11,314,799 (234,197) 11,085,602
e = (594,795) (594,795)
- 242,717 (242,717) -
- - (234,040) (234,040)
- - 134,376 134,376
- - (99,664) (99,664)
- - (242,944) (242,944)
5,000 11,557,516 (1,414,317) 10,148,199
- - (1,070,985) (1,070,985)
. a 94,738 94,738
- - (976,247) (976,247)
5,000 11,557,516 (2,390,564) 9,171,952

The annexed notes 1 to 42 form an integral part of these financial statements.

Oion

Chief Executive
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NATIONAL ENGINEERING SERVICES PAKISTAN (PRIVATE) LIMITED
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2020

Note 2020 2019
Restated
- (Rupees in thousand) --

CASH FLOWS FROM OPERATING ACTIVITIES
(Loss)/ Profit before taxation (879,305) 87,119
Adjustments:
Depreciation of property and equipment 96,894 84,094
Depreciation of investment properties 4,524 4,762
Fair value loss/ (gain) on short term investments - net 143 (4,761)
Amortization of intangible assets 2,925 3,885
Impairment loss on investments in subsidiaries - 17
Allowance for expected credit losses - net 719,583 878,674
Allowance for expetced credit loss - guarantees - 13,630
Gain on disposal of property and equipment (2,083) (7,166)
Share of profit from associates - net (5,985) (4.415)
Employees retirement and other benefits (34,310) 24,181
Gratuity expense 129,275 133,570
Return on bank deposits (61,811) (56,634)
Finance cost 16,009 -

(14,141) 1,126,956
Working capital changes
(Increase) / decrease in current assets:
Stationery stores 1,215 3,296
Contract fee receivables (188,030) 139,896
Loans and advances (12,090) 59,518
Deposits and short term prepayments (26,735) 12,916
Other receivables (411,987) (619,276)
Tax refunds due from government (154,653) (324,339)
Increase / (decrease) in current liabilities:
Trade and other payables 708,306 708,875
Contract liabilities 233,924 (187,348)

149,950 (206.462)
Cash generated from operations 135,809 920,494
Income taxes paid (291,159) (1,028,366)
Finance cost paid (4,925) -
Employee benefits paid (48,690) (8,030)
Net cash flows used in operating activities (208,965) (115,902)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment - net (26,163) (40,792)
Decrease / (Increase) in long term loans and advances 258 (10,622)
Decrease in security deposits 14,267 180
Purchase of intangible assets (269) (1.458)
Proceeds from disposal of property and equipment 9,010 10,736
Short term investments - net (199,027) (673,653)
Interest received 54,048 66,792
Net cash flows used in investing activities (147,876) (648,817)
CASH FLOWS FROM FINANCING ACTIVITIES
Lease rentals paid - (54)
Leasc liability paid (24,596) 2
Dividend paid (50,000) -
Net cash flows used in financing activities (74,596) (54)
Net decrease in cash and cash equivalents (431,437) (764,773)
Cash and cash equivalents at the beginning of the year 911,901 1,676,674
Cash and cash equivalents at the end of the year 31 480,464 911.901

The annexed notes 1 to 42 form an integral part of these financial statements.

Jdio. ,

Chief Executive
) ool

F/M?Tegae

Director
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. National Engineering Services Pakistan (Private) Limited
NATIONAL ENGINEERING SERVICES PAKISTAN (PRIVATE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020

THE COMPANY AND ITS OPERATIONS

National Engineeﬁng Services Pakistan (Private) Limited (the Company) was incorporated in 1973 under the Companies Act,
2017. The Complanly is wholly controlled and owned by the Ministry of Energy (Power Division), Government of Pakistan (GOP).
The principal activity of the Company is providing engineering consultancy services in Pakistan and abroad,

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

Lahore IEEEP Building, 17-C-1, Civic Centre, Faisal Town, Lahore,
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-III, Shahbaz Town, Quetta Cantt.
Foreign offices:

Kabul, Afghanistan House no. 250, Street no. 16, Wazir Akbar Khan, Kabul, Afghanistan,
Dubai, UAE Office no. 1203, Business Tower, Business Bay, Dubai, UAE.
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 as applicable in Pakistan comprise:

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

ii) Provisions of and directives issued under the Act.

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

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 4.10 and short term investments at fair value through profit or loss.

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(I) 2005-3237 to the Company from consolidation and investment in subsidiaries is recorded at cost net of
impairment loss if any.

Functional and presentation currency

These financial statements are presented in Pakistan Rupee (PKR), which is the Company's functional currency. All values
presented in PKR have been rounded to nearest thousand of rupees, unless when otherwise stated.

Initial Application of a Standard, Amendment or an Interpretation to an Existing Standard and Forthcoming
Requirements

Standards and interpretations that became effective but not relevant to the Company:
The following standards (revised or amended) and interpretations became effective for the current financial year but are either not
relevant or do not have any material effect on the financial statements of the company other than increased disclosures in certain
cases:

* IFRS 3 - Business Combinations - (Amendments resulting from Annual Improvements 2015-2017 Cycle)

+ [FRS 11 - Joint Arrangements (Amended by Annual Improvements to IFRS Standards 2015-2017 Cycle)

» IFRS 16 - Leases
» [FRS 16 - Leases - (Amendment to provide lessees with an exemption from assessing whether a COVID-19-related rent

concession is a lease modification)

\ 2
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National Engineering Services Pakistan (Private) Limited

IAS 12- Income Taxes - (Amended by Annual Improvements to IFRS Standards 2015-2017 Cycle)
IAS 19 - Employee Benefits-(Plan amendment,curtailment or settlement)

IAS 23 - Borrowing Costs-(Amendments resulting from annual improvements 2015-2017 cycle)

IAS 28 - Investments in Associates-(Amended by Long-term Interests in Associates and Joint Ventures)
IFRIC 23 - Uncertainity Over Income Tax Treatments

Forthcoming requirements not effective in current year and not considered relevant:

The following standards (revised or amended) and interpretations of approved accounting standards are only effective for
accounting periods beginning from the dates specified below. These standards are either not relevant to the Company's operations
or are not expected to have significant impact on the Company's financial statements or are not notified by SECP other than
increased disclosures in certain cases:

IFRS 3 - Business Combinations - (Amended-definition of business)-(applicable for annual periods beginning on or after 1
January 2020)

IFRS 3 - Business Combinations - (Amendments updating a reference to the Conceptual Framework)-(applicable for annual
periods beginning on or after 1 January 2022)

IFRS 7 - Financial Instruments: Disclosures - (Amendments regarding pre-replacement issues in the context of the IBOR reform)-
(applicable for annual periods beginning on or after 1 January 2020)

IFRS 9 - Financial Instruments - (Amendments regarding pre-replacement issues in the context of the IBOR reform)-(applicable
for annual periods beginning on or after 1 January 2020)

IFRS 9 - Financial Instruments - (Amendments resulting from Annual Improvements to IFRS Standards 2018-2020)~(applicable
for annual periods beginning on or after 1 January 2022)

IAS 1- Presentation of Financial Statements - (Amended-definition of material)-(effective for annual periods beginning on or after
1 January 2020).

IAS 1- Presentation of Financial Statements - (Amended Amendments regarding the classification of liabilities)-(effective for
annual periods beginning on or after 1 January 2022).

IAS 8- Accounting Policies , Changes in Accounting Estimates and Errors - (Amended-definition of material)-(effective for
annual periods beginning on or after 1 January 2020).

IAS 16- Plant property and equipment - (Amendments prohibiting a company from deducting from the cost of property, plant and
equipment amounts received from selling items produced while the company is preparing the asset for its intended use)-(effective
for annual periods beginning on or after 1 January 2022).

IAS 39 - Financial Instruments: Recognition and Measurement - (Amendments regarding pre-replacement issues in the context of
the IBOR reform)-(applicable for annual periods beginning on or after 1 January 2020)

IAS 41- Agriculture - (Amendments resulting from Annual Improvements to IFRS Standards 2018-2020 (taxation in fair value
measurements))-(effective for annual periods beginning on or after 1 January 2020).

Other than the aforesaid standards, interpretations and amendments, the International Accounting Standards Board (IASB) has

also issued the following standards which have not been adopted locally by the Securities and Exchange Commissionof Pakistan:

IFRS 1 - First Time Adoption of International Financial Reporting Standards
IFRS 17 - Insurance Contracts
IFRS 14 — Regulatory Deferral Accounts

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 Jjudgments 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 arcas where
assumptions and estimates are significant to the financial statements are as follows:

a) Taxation (Note 12 and 30)
In making the estimate for income tax payable, the Company takes into account the applicable tax laws and the decisions
by appellate authorities on certain issues in the past. The Company consults 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 profits
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 strategics.

b)  Useful lives and residual values of property and equipment (Note 5)

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
resale values and expected usual wear and tear.



National Engineering Services Pakistan (Private) Limited
¢) 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.

d) Provisions

Provisions are recognized in the statement of financial position when the Company has legal or constructive obligation as a
result of past events, and it is probable that outflow of resources embodying cconomic benefits will be required to settle the
obligation and a reliable estimate of the amount can be made. The amount recognized as a provision reflects the best
estimate of the expenditure required to settle the present obligation at the end of the reporting period.

e) Contingent liabilities
Contingent liability is disclosed when:

- there is possible obligation that arises from past events 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 the Company; or

- there is present obligation that arises from past events but it is not probable that an outflow of resources embodying
economic benefits will be required to settle the obligation or the amount of the obligation cannot be measured with
sufficient reliability.

BENAZIR EMPLOYEES STOCK OPTION SCHEME

On 14 August 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 entitics 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
unlisted 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 employees. 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 repurchase 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 and 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.

o ;
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4.4

National Engineering Services Pakistan (Private) Limited

SIGNIFICANT ACCOUNTING POLICIES
Property and equipment
Owned

!’roperty and equipment except freehold land, which is stated at cost, are stated at cost less accumulated depreciation and
impairment losses, if any.

Depreciation }'s charged to the statement of profit or loss 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 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.

Majntenmce and normal repairs are charged to the statement of profit or loss as and when incurred. Major rencwals and
improvements are capitalized. The gain 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.

Accounting for leases
Right-of-use asset

The Company recognizes a right-of-use asset and a lease liability at the lease commencement date. The right-of-use asset is
initially measured at cost which comprises the initial amount of the lease liability adjusted for any lease payments made at or
before the commencement date, plus any initial direct costs incurred and an estimate of the costs to be incurred to dismantle and
remove the underlying asset or to restore the underlying asset or the site on which the asset is located.

The right-to-use asset is subsequently depreciated using the straight line method from the commencement date to the earlier of the
end of useful life of the right-of-use asset or the end of the lease term. The estimated useful life of right-of-use asset is determined
on the same basis as those of property, plant and equipment. In addition, the right-of-use asset is periodically reduced by
impairment losses, if any, and adjusted for certain remeasurements of the lease liability.

Lease liability

The lease liability is initially measured at the present value of the lease payments over the period of lease term and that are not paid
at the commencement date, discounted using the interest rate implicit in the lease or if that rate cannot be readily determined, the
Company’s incremental borrowing rate. The lease liability is subsequently increased by the interest cost on the lease liability and
decreased by the lease payment made. It is remeasured when there is a change in future lease payments arising from a change in
rate or a change in the terms of the lease arrangement.

The Company applies judgment to determine the lease term for some lease contracts in which it is a lessee that include renewal
options. The assessment of whether the Company is reasonably certain to exercise such options impacts the lease term, which
significantly affects the amount of lease liabilities and right-of-use asset recognised.

Short term leases

The Company has elected not to recognise the right-of-use asset and lease liability for short term leases of properties that have a
lease term of 12 months or less. The Company recognises the lease payments associated with these leases as an expense.

Intangible assets

Intangible assets are carried at cost less accumulated amortization and impairment losses, if any. Cost comprises acquisition and
other directly attributable costs. 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.

Amortization is charged to the statement of profit or loss on straight line basis to cost of revenue over a period of three years.
Amortization on additions to intangible assets is charged from the month in which an asset is acquired or capitalized while no
amortization is charged from the month in which the asset is disposed off. The assets’ residual values, useful lives and
amortization methods are reviewed, and adjusted if appropriate, at each financial year end.

Investment properties
Investment properties are stated at cost less accumulated depreciation and accumulated impairment losses, if any.

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 the statement of profit or loss in the period of derecognition.
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4.5 Investments
4.5.1 Investments in subsidiaries
Investments in subsidiaries are stated at cost less impairment loss, if any.
4.5.2 Investment in associates

An ass:ociatc is an entity over which the Company has significant influence. Significant influence is the power to participate in the
financial and operating policy decisions of the investee, but is not control or joint control over those policies.

quer the equity method, the investment in an associate is initially recognized at cost. The carrying amount of the investment is
adjusted Fo recognize changes in the Company’s share of net assets of the associate since the acquisition date. Goodwill relating to
the associate or joint venture is included in the carrying amount of the investment and is not tested for impairment separately.

4.6 Long and short term deposits

These are stated at cost which represents the fair value of consideration given.
4.7 Stationery stores

Stationery stores items are valued at lower of weighted average cost and estimated net realizable value.
4.8 Contracts fee and other receivables

Contracts fee and other receivables are carried at original invoice amount. Contracts fee receivable are amount receivable from
customer for goods transferred or services performed in the ordinary course of business. Other receivables generally arise from the
transactions outside the usual operating activities of the Company. The Company recognizes impairment against these receivable
balances using Expected Credit Loss model as explained in Note 4.13. Debts considered irrecoverable are written off.

4.9 Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits with banks and other short term investments with original maturities of
three months or less. For the purposes of statement of cash flows, cash and cash equivalents comprise cash in hand, balances with
banks and short term investments maturing within three months.

4.10 Employees retirement and other benefits

Salaries, wages and benefits are accrued in the period in which the associated services are rendered by employees of the
Company. The main features of the schemes operated by the Company for its employees are as follows:

4.10.1 Defined benefit plans

The cost of providing benefits under the defined benefit plans is determined separately for each plan using the projected unit credit
actuarial valuation method. The most recent valuations were carried out as on 30 June 2020 using the projected unit credit
method. Significant assumptions used for valuation of these schemes are mentioned in Note 21. The future contribution rates of
these funds include allowance for deficit and surplus.

4.10.2 Gratuity funds

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 scrvice at the ratc of number of years of association multiplied by
the last drawn salary.

4.10.3 Accumulated compensated absences

The Company provides liability for accumulated compensated absences of its permanent and contract staff as per the Company
policy. Compensated absences 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.
4.10.4 Long term association benefit

The Company provides long term association benefit to its permanent employees. Under the plan, the employees who have
completed ten years/ twenty years and thirty years of service are entitled to receive one month’s/ two months' salary and three
months' salary respectively. At each year end, the management records provision based upon the valuation performed by the
independent actuary.



4.10.5

4.11

4.12

4.13

National Engineering Services Pakistan (Private) Limited

Defined contribution plan

The .Corflpany operates an approved defined contribution provident fund for all permanent employees. Equal monthly
contributions are made by the employees and the Company to the fund at the rate of 10% of basic plus technical pay.

Trade and other payables

Trade. payables are obligations to pay for goods or services that have been acquired in the ordinary course of business from
suppliers. Trade payables arc classified as current liabilities as the payment is due within one year or less (or in the normal
operating cycle of the business, if longer).

Trade payables and other costs payable are initially recognized at cost which is the fair value of the consideration to be paid in

future for goods and / or services, whether or not billed to the Company and subsequently measured at amortized cost using the
effective interest method.

Contract liabilities

A contract liability is the obligation to transfer goods or services to a customer for which the Company has received consideration
(or an amount of consideration is due) from the customer. If a customer pays consideration before the Company transfers goods or
services to the customer, a contract liability is recognized. Contract liabilities are recognized as revenue when the Company
performs under the contract.

Financial instruments

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

Financial assets
i) Initial recognition and measurement

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

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

In order for a financial asset to be classificd and measured at amortized cost or fair value through OCI, it needs to give rise
to cash flows that are ‘solely payments of principal and interest (SPPI)’ on the principal amount outstanding. This
assessment is referred to as the SPPI test and is performed at an instrument level. Financial assets with cash flows that are
not SPPI are classified and measured at fair value through profit or loss, irrespective of the business model.

The Company’s business model for managing financial assets refers to how it manages its financial assets in order to
generate cash flows. The business model determines whether cash flows will result from collecting contractual cash flows,
selling the financial assets, or both. Financial assets classified and measured at amortized cost are held within a business
model with the objective to hold financial assets in order to collect contractual cash flows while financial assets classified
and measured at fair value through OCI are held within a business model with the objective of both holding to collect
contractual cash flows and selling.

Purchases or sales of financial assets that require delivery of assets within a time frame established by regulation or
convention in the market place (regular way trades) are recognized in trade date, i.e. the date that the Company commits to
purchase or sell the asset.

ii) Subsequent measurement

For purposes of subsequent measurement, financial assets are classified in four categories:

- Financial assets at amortized cost (debt instruments);
- Financial assets at fair value through OCI with recycling of cumulative gains and losses (debt instruments);

- Financial assets designated at fair value through OCI with no recycling of cumulative gains and losses upon
derecognition (equity instruments); and
- Financial assets at fair value through profit or loss.
Financial assets at amortized cost (debt instruments)

Financial assets at amortized cost are subsequently measured using the Effective Interest Rate (EIR) method and are
subject to impairment. Gains and losses are recognized in profit or loss when the asset is derecognized, modified or
impaired.

The Company’s financial assets at amortized cost majorly includes contracts fee receivables, short term investments, loans
and advances, short term deposits, interest accrued and other receivables.

Financial assets at fair value through OCI (debt instruments) 7
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