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DIRECTOR’S REPORT

The directors of your Company have pleasure in presenting their report, together with
reviewed Financial Statements for the half year ended December 31, 2021.

PERFORMANCE REVIEW

The principal activity of the Company is all types of Construction specially Bridges and
Buildings. The highlights of the Company's financial results as compared to the preceding
year are as follows:

Particulars July to Dec., July to Dec.,
2021 2020
{Rupees) (Rupees)
Contract Income 15,500,347 63,867,370
Contract Expenditure (17,283,901) (56,339,238)
Net Contract (Loss)/Profit (1,783,554) 7,528,132
(Loss)/Profit before taxation (2,563,584) 6,399,093
Taxation (2,517,486) 61,008
Net (Loss)/Profit (5,081,070) 6,460,101

The revenue from the contracts has decreased as compared to the same period last year
(SPLY) due to Completion and Handing Over of certain Projects. Unfortunately, in spite of our
best efforts, we have not been able to get any new Projects. The main problem is the difficulty
in arranging the bonding facilities, this has adversely affected the revival of the Company.
Nonetheless, all our efforts are still being made to acquire new Projects as we continue to
participate in the bidding process where-ever a project is launched. Gammon Pakistan Limited
is also striving hard to acquire Projects through joint ventures with financially strong parties
and hopefully we may have success in the near future.

It gives me pleasure to report that the Maritime Technologies Complex Project at Fateh Jang
near Islamabad is Completed and Handed Over, we are in process of final bill with the client.
Although there are some complications in getting our balance with the client, due to the Risk
& Cost element. New Management is very much hopeful and capable of overcoming the
hurdles.

The Project of FBR Facility Center at Torkham has also been Left and Handed Over to NLC, due
to certain mis-commitments from client side, final settlement in this regard is in process.



FUTURE PROSPECTS

New Management of the Company is very much hopeful that despite financial constraints and
cash flow problems we will succeed to uplift the company by resolving long outstanding
matters. We are tendering for some Mega Projects as well, since Government policy for the
Construction industry is supportive. It is expected that some new works will be awarded to
your company in the near future.

Efforts to get LG & RF facilities from different Banks have also been initiated that will definitely
help us to boost our working capability and to acquire new Projects.

ACKNOWLEDGMENT

We appreciate the hard work and dedication of the Company’s Management, Engineers and
Employees during the period under review.

We would also like to express our gratitude to our bankers, clients and suppliers for their
cooperation, support and trust reposed in the Company.

For and on behalf of Board of Directors

Khalid Kuli Khan M

Chief Executive Of'fh:ﬁ,/
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INDEPENDENT AUDITORS’ REVIEW REPORT

To the members of Gammon Pakistan Limited
Report on review of Interim Financial Statements
Introduction

We have reviewed the accompanying condensed interim statement of financial position of Gammon
Pakistan Limited as at December 31, 2021 and the related condensed interim statement of profit or
loss, condensed interim statement of comprehensive income, condensed interim statement of
changes in equity and condensed interim statement of cash flows together with the selected notes
forming part thereof, for the six month period then ended (hereinafter referred to as the “interim
financial statements”). Management is responsible for the preparation and presentation of the
interim financial statements in accordance with accounting and reporting standards as applicable in
Pakistan. Our responsibility is to express a conclusion on these interim financial statements based
On our review.

The figures included in condensed interim statement of profit or loss and condensed interim
statement of comprehensive income for the quarters ended December 31, 2021 and 2020 and the
notes forming part thereof have not been reviewed by us and we do not express a conclusion on
them as we are required to review only the cumulative figures for the six months period ended
December 31, 2021.

Scope of Review

We conducted our review in accordance with the International Standard on Review Engagements
2410, “Review of Interim Financial Information Performed by the Independent Auditor of the Entity".
A review of interim financial statements consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in acccrdance with
International Standards on Auditing and consequently does not enable us to obtain assurance that
we would become aware of all significant matters that might be identified in an audit. Accordingly,
we do not express an audit opinion.

Basis for Qualified Conclusion

We believe that the procedures we have performed are sufficient and appropriate to provide a basis
for our qualified conclusion and we report that:

a) Contract receivables amounting to Rupees 46.23 million, allowance of expected credit loss
amounting to Rupees 142.845 million, net contract assets amounting to Rupees 103.62 million,
as disclosed in notes 9, 9.1, 10 to the interim financial statements and joint ventures partner
advances amounting to Rupees 30.059 million as disclosed in the condensed interim statement
of financial position respectively could not be verified in absence of the direct confirmations from
the involved parties. Further, there are no written efforts available to recover/settle these old
balances. The consequential cumulative effect of this matter has neither been determined nor
adjusted in these condensed interim financial statements.

b) As fully explained in note 13.1 to the interim financial statements, after lapse of considerabie
time the company could not make the arrangement to pay the provident fund amounting to

Rizwan & Company is an independent member firin of DFK international- A worldwide assoclation of independent accounting firms and business advisors

9 Office No. 2, 3" Floor, Executive Complex, G-B Markaz, Islamabad, Pakistan.
() + 92 51 8444563 =% infoisl.dfkpk@gmail.com @& www.dfk-pk.com
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Rupees 1.563 million to the relevant employees as instructed by the Securities and exchange
Commission of Pakistan, and unclaimed dividend as disclosed in the condensed interim
statement of financial position amounting to Rupees 1,442,230 has not been kept in unpaid
dividend account under Section 244 of the Companies Act, 2017. The effect of these matters
has not been adjusted appropriately in these interim financial statements.

Qualified Conclusion

Based on our review, except for the effect of matters discussed in paragraphs (a) & (b) of Basis for
Qualified Conclusion above, nothing has come to our attention that causes us to believe that the
accompanying interim financial statements is not prepared, in all material respects, in accordance
with accounting and reporting standards as applicable in Pakistan for interim financial reporting.

Emphasis of Matter

Without further qualifying our conclusion:

a) we draw attention to note 14.2 (a) of these interim financial statements whereby the National
Bank of Pakistan has filed an execution application for the decrees issued in its favor for
amounts mentioned in the aforesaid note. The liability determined of the Company is
contingent upon the judgment of the case.

b) we also draw attention to the Note 21.3 to the interim financial statements which explains that
certain financial transactions pertaining to the ex CFO of the Company are under
investigation internally as well as by external agency and the impact of such investigation, if
any, will be accounted for in the period during which such investigation is completed.

The engagement partner on the review resulting in this independent auditor's report is Rashid Igbal
FCA.

Rizwan & Company

Islamabad 28 FEB 2022 Chartered Accountants|
zN

Date:

UDIN: RR202110101V5htO6Bys



GAMMON PAKISTAN LIMITED

CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION (UN-AUDITED)
AS AT DECEMBER 31, 2021

UN-AUDITED AUDITED
December 31, June 30,
2021 2021
NOTE Rupees
ASSETS
NON CURRENT ASSETS

Property, plant and equipment
Operating fixed assets 6 292,478,326 293,153,336
Investment property 7 468,511,297 468,511,297
Long term investments 8 1,800,413 1,300,413
Long term security deposits 1,571,328 1,571,328
764,361,364 764,536,374

CURRENT ASSETS

Stores, spares and loose tools 12,963,307 15,047,134
Contract receivables 9 46,231,174 49,410,217
Contract asset 10 103,625,367 113,089,451
Loans and advances 38,853,387 20,648,103
Other receivables 346,087 1,696,210
Trade deposits and short term prepayments 89,502 318,306
Tax refunds due from Government 86,337,108 86,337,108
Cash and bank balances 11 1,419,969 5,643,697
289,865,901 292,190,226

TOTAL ASSETS 1,054,227,265

1,056,726,600

EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES

Share capital 12 282,662,310 282,662,310
Capital reserves
Share premium reserve 15,380,330 15,380,330
Revaluation surplus on property, plant and equipment 419,456,649 420,072,719
434,836,979 435,453,049
Revenue reserve
Accumulated profit 69,777,303 74,239,623
787,276,592 792,354,982
NON-CURRENT LIABILITIES
Deferred liability 8,055,867 8,000,703
Deferred taxation 31,352,476 31,352,476
39,408,343 39,353,179
CURRENT LIABILITIES
Trade and other payables 13 195,858,302 181,040,636
Unclaimed dividends 1,442,230 1,442 230
Contract liability - 12,476,031
Taxation 182,256 -
Joint venture partner's advances 30,059,542 30,059,542
227,542,330 225,018,439

TOTAL EQUITY AND LIABILITIES 1,054,227,265

1,0566,726,600

CONTINGENCIES AND COMMITMENTS 14 L
The annexed notes from 1 to 24 form an integral part of these financial statements. ¢

CHIEF EXECUTIVE— CHIEF F|NANb|AL OFFICER

"DIRECTOR




GAMMON PAKISTAN LIMITED
~— CONDENSED INTERIM STATEMENT OF PROFIT OR LOSS (UN-AUDITED)
FOR THE SIX MONTHS AND QUARTER MONTHS ENDED DECEMBER 31, 2021

UN-AUDITED

HALF YEAR ENDED QUARTER ENDED
December 31, December 31,

2021 | 2020 2021 | 2020
NOTE Rupees

Contract income 15 15,500,347 63,867,370 7,856,666 12,975,226
Contract expenditure (17,283,901) (56,339,238) (9,352,191) (8,063,903)
Net contract (loss) / profit (1,783,554) 7,528,132 (1,495,525) 4,911,323
Operating expenses

Depreciation (986,063) (1,036,045) (495,961) (1,035,660)

Administrative expenses (13,253,036)|| (12,264,566)| (6,223,269) (6,221,332)
Operating loss (16,022,653) (5,772,479)  (8,214,755) (2,345,669)
Other income 13,477,635 12,181,924 8,040,281 7,476,910
Finance cost (15,886) (10,352) (15,886) (6,383)
(Loss) / profit before taxation (2,560,904) 6,399,093 (190,360) 5,124,858
Taxation
Current (2,517,486) (357,676)|| (1,258,743) (943,759)
Deferred - 418,684 - 209,342

(2,517,486) 61,008 (1,258,743) (734,417)

(Loss) / profit after taxation (5,078,390) 6,460,101 (1,449,103) 4,390,441

(Loss) / Earnings per share:
L (Loss) / earnings per share - basic 16 (0.18) 0.23 (0.05) 0.16

The annexed notes from 1 to 24 form an integral part of these financial statements. Q¢

(Ot Gl

“CHIEF EXECUTIVE— CHIEF FINANCIAL OFFICER

N

DIRECTOR




GAMMON PAKISTAN LIMITED
—CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UN-AUDITED)

FOR THE SIX MONTHS AND QUARTER MONTHS ENDED DECEMBER 31,

2021

UN-AUDITED

HALF YEAR ENDED

QUARTER ENDED

December 31,

December 31,

2021 | 2020 2021 | 2020
NOTE Rupees
_(Loss) / profit after taxation (5,078,390) 6,460,101 (1,449,103) 4,390,441
— Other comprehensive income = o = -
Total other comprehensive (loss) / income (5,078,390) 6,460,101 (1,449,103) 4,390,441

for the year

The annexed notes from 1 to 24 form an integral part of these financial statements. @,LD

e e

fi
kCHIEF EXECUTIVE— CHIEF FINANEIAL OFFICER

Lt

DIRECTOR
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GAMMON PAKISTAN LIMITED

CONDENSED INTERIM STATEMENT OF CASH FLOWS (UN-AUDITED)

FOR THE SIX MONTHS ENDED DECEMBER 31, 2021

UN-AUDITED

HALF YEAR ENDED

December 31,

December 31,

2021 2020
NOTE Rupees
CASH FLOWS FROM OPERATING ACTIVITIES
(Loss) / profit before working capital changes 20 (1,661,349) 8,406,082
Changes in working capital:
Decrease / (increase) in current assets
Stores, spares and loose tools 2,083,827 390,766
Contract receivables 3,179,043 (1,462,755)
Contract asset 9,464,084 16,066,808
Loans and advances (18,205,284) (8,193,682)
Other receivables 1,350,123 1,299,044
Prepayments 228,804 116,850
(Decrease) / increase in current liabilities
Trade & other payable 14,817,666 21,601,041
Current liability (12,476,031) =
442,232 29,818,072
Net cash (used in) / generated from operating activities (1,219,117) 38,224,154
Financial cost paid (15,886) (10,352)
Income tax paid (2,335,230) (4,846,497)
(2,351,116) (4,856,849)
Net cash (used in) / generated from operating activities (3,570,233) 33,367,305
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of fixed assets 6 (315,400) (109,940)
Proceeds from sale of fixed assets 161,905 -
Long term investments made during the period (500,000) -
Net cash (used in) investing activities (653,495) (109,940)
Net (decrease) / increase in cash and cash equivalents (4,223,728) 33,257,365
Cash and cash equivalents at the beginning of the period 5,643,697 1,204,501
Cash and cash equivalents at the end of the period 1 1,419,969 34,461,866

11

The annexed notes from 1 to 24 form an integral part of these financial statements. g,w
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HIEF EXECUTIVE CHIEF FINANCIAL OFFICER DIRECTOR




GAMMON PAKISTAN LIMITED
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED DECEMBER 31, 2021

1

2.1

22

2.3

STATUS AND NATURE OF BUSINESS

The Company was incorporated under the repealed Companies Act, 1913 (now the Companies
Act, 2017) on August 12, 1947 as a Public Company Limited by shares. It's shares are quoted on
Pakistan Stock Exchange Limited (Formerly Karachi Stock Exchange Limited in which Lahore and
Islamabad stock exchanges have merged). It is principally engaged in the execution of civil
construction works. The registered office of the Company is situated at Gammon House, 400/2
Peshawar Road, Rawalpindi. The Company is a subsidiary of Bibojee Services (Private) Limited.

BASIS OF PREPARATION
Statement of compliance

These condensed interim financial statements of the Company for the half year ended December
31, 2021 have been prepared in accordance with the requirements of the International Accounting
Standard - 34: “Interim Financial Reporting” and provisions of and directives issued under the
Companies Act, 2017. In case where requirements differ, the provisions or directives issued under
the Companies Act, 2017 have been followed.

These condensed interim financial statements do not include all the information required for full
annual financial statements and should be read in conjunction with the annual financial statements
of the Company for the year ended June 30, 2021. Comparative condensed interim statement of
financial position is extracted from annual audited financial statements for the year ended June
30, 2021 and comparative condensed interim statement of profit or loss, condensed interim
statement of comprehensive income, condensed interim statement of changes in equity and
condensed interim statement of cash flows are extracted from unaudited interim financial
statements for the six months ended December 31, 2020.

These condensed interim financial statements are unaudited but subject to the limited scope
review by auditors and is being submitted to the shareholders as required under section 237 of the
Companies Act, 2017.

Basis of measurement

These condensed interim financial statements have been prepared under the historical cost
convention except for certain fixed assets which have been stated at revalued amount and staff
retirement benefit at present value.

These condensed interim financial statements have been prepared following accrual basis of
accounting except for cash flow information.

Functional and presentation currency

These condensed interim financial statements have been presented in Pak Rupees, which is the
functional and presentation currency of the Company.

12



31

3.2

3.3

3.4

25

3.6

GAMMON PAKISTAN LIMITED

SIGNIFICANT ACCOUNTING AND RISK MANAGEMENT POLICIES, ACCOUNTING
ESTIMATES, JUDGEMENTS AND CHANGES THEREIN

The accounting policies adopted and methods of computation followed in the preparation of these
condensed interim financial statements are same as those applied in the preparation of financial
statements for the year ended June 30, 2021 except as explained in note 3.6 below.

The preparation of these condensed interim financial statements in conformity with approved
accounting standards require management to make estimates, assumptions and use judgements
that affect the application of accounting policies and reported amounts of assets, liabilities, income
and expenses. Estimates, assumptions and judgments are continually evaluated and are based
on historical experience and other factors, including reasonable expectations of future events.

Revisions to accounting estimates are recognised prospectively commencing from the period of
revision.

The significant estimates, judgments and assumptions made by the management in applying the
accounting policies and the key sources of estimation uncertainty are the same as those applied
to the annual audited financial statements as at and for the year ended June 30, 2021.

There are certain standards, interpretations and amendments to approved accounting standards
which have been published and are mandatory for the Company's accounting period beginning on
or after July 01, 2021. These standards, interpretations and amendments are either not relevant to
the Company's operations or are not expected to have a significant effect on these condensed
interim financial statements except as explained in note 3.6 below.

The Company's significant risk management objectives and policies are consistant with that
disclosed in annual audited financial statements of the Company for the year ended June 30,
2021.

The accounting policies applied in these condensed interim financial statements are the same as
those applied in the preparation of the annual financial statements of the Company for the year
ended June 30, 2021.

TAXATION

The provision for taxation for the half year and quarter ended December 31, 2021 has been made
using the estimated effective tax rate applicable to expected total annual earnings.

ESTIMATES

The preparation of condensed interim financial statements require management to make
judgments, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets and liabilities, income and expenses. Actual results may differ from
these estimates. The significant judgments made by management in applying the Company's
accounting policies and key sources of estimation of uncertainty are the same as those that were
applied to the financial statements for the year ended June 30, 2021.

13



6

6.1

AL

12

7.3

7.4

GAMMON PAKISTAN LIMITED

Unaudited Audited
December 31, June
2021 30, 2021
NOTE Rupees
OPERATING FIXED ASSETS
Opening written down value 293,153,336 288,573,865
Add: Additions during the period / year 6.1 315,400 716,301
Add: Revaluation Surplus - 14,994 978
Less: Disposals - net book value (NBV) (4,347) (7,708,059)
311,053 8,003,220
Less: Depreciation charged during the period / year (986,063) (3,423,749)
Closing written down value 292,478,326 293,153,336
Detail of additions (at cost) during the period / year are as follows:
Unaudited Audited
December 31, June
2021 30, 2021
NOTE Rupees
Plant and machinery 30,000 338,452
Furniture and fixtures - 143,309
Computers and accessories 110,400 186,340
Motor Vehicles - 38,000
Construction Equipments 175,000 10,200
315,400 716,301
INVESTMENT PROPERTY
Rural land 7.2 115,334,599 115,334,599
Gammon House - land and building 7.3 353,176,698 353,176,698
468,511,297 468,511,297
The movement in this account is as follows:
Opening balance 468,511,297 445,280,201
Net fair value gain on revaluation shown in
"profit and loss account" 7.4 - 23,231,096
468,511,297 468,511,297

This represents investment in 209.70 kanals open land located at Mouza Haraka, Rawalpindi. This
investment, effective from the financial year ended June 30, 2007, is being classified as "investment
property” as the Company decided to hold this property for capital appreciation. The Company has
adopted fair value model for valuation.

This represents Gammon House (head office of the Company) which is held to earn rentals and for
capital appreciation and shown under the head "Investment property". The Company has adopted fair
value model for valuation.

As at June 30, 2021, this represents adjustment to fair value as a result of revaluation by the
Company. The revaluation exercise was carried out by Impulse (Private) Limited as at June 30, 2021,
and the revaluation resulted in Rs.23.231 million net adjustment to fair value.

14



8.1

9.1

NOTE
LONG TERM INVESTMENTS

Unquoted
Subsidiaries

Gammon Pakistan Precast (Private) Limited (96%
; 8.1
Holding)

50,000 ordinary shares (June 30, 2021: Nil) of Rs. 10 each

Others
Defense Saving Certificate

GAMMON PAKISTAN LIMITED

Unaudited Audited
December 31, June
2021 30, 2021
Rupees
500,000 -
1,300,413 1,300,413
1,800,413 1,300,413

It represents the shareholding of the Company in Gammon Pakistan Precast (Private) Limited making
it a subsidiary effective from November 16, 2021 and it has not commenced its commercial activity till

December 31, 2021.

NOTE
CONTRACT RECEIVABLES

Unsecured - considered good
Against billings
- work-in-progress
- completed contracts

written off during the year
Provision for expected credit loss 9.1

Against retention money
- work-in-progress
- completed contracts

written off during the year
Provision for expected credit loss 9.1

Joint venture
- against billings

- against retention money

Provision for expected credit loss 9.1

Unaudited Audited
December 31, June
2021 30, 2021
Rupees

20,018,318 32,552,116
56,123,425 56,089,247
76,141,743 88,641,363

- (9,809,055)

(75,150,387) (75,150,387)
991,356 3,681,921
42,856,445 51,677,631
40,087,862 36,564,635
82,944,307 88,242,266

- (4,809,481)

(37,704,489) (37,704,489)
45,239,818 45,728,296
17,054,553 17,054,553
12,936,380 12,936,380
29,990,933 29,990,933

(29,990,933) (29,990,933)
46,231,174 49,410,217

Management, in the previous years, carried out an exercise to identify long outstanding receivable
balances comprising of progress billings and retention monies which are not likely to be received due
to various reasons. There is no change in the management's assessment of expected credit loss of
Rs.142.845 million and accordingly, during the half year ended December 31, 2021, no further

provision has been made (June 30, 2021: Nil).
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Unaudited Audited
December 31, June
2021 30, 2021
NOTE Rupees
CONTRACT ASSETS
Net Construction contracts 103,625,367 100,613,420
Analyzed as:

Current 101 103,625,367 100,613,420

The Company receive payments from customers based on a billing schedule, as established in the
contracts. Contract assets relate to the conditional right to consideration for completed performance
obligations under the contract. Contract receivables are recognised when the right to consideration
becomes unconditional. In addition, contract assets have been recognized in line with the initial

application of IFRS -15.

NOTE
CASH AND BANK BALANCES
Cash in hand
Cash at bank - local currency
Current accounts
PLS accounts 1.1
Deposit accounts 11.2

Unaudited Audited
December 31, June
2021 30, 2021
Rupees

151,132 146,144
15,403 3,958,672
363,991 649,438
889,443 889,443
1,268,837 5,497,553
1,419,969 5,643,697

PLS accounts, during the current financial period, carried markup ranging from 5.5% to 11.25% (June

30, 2021 : 5.5% to 11.25%) per annum.

11.2 As at December 31, 2021 and June 30, 2021 the entire balance was under bank's lien.

12
12.1

ISSUED, SUBSCRIBED AND PAID-UP CAPITAL
Issued, subscribed and paid up capital

22,627,320 (June 30, 2021: 22,627,320) ordinary shares of
Rs.10/- each fully paid in cash

2,562,845 (June 30, 2021: 2,562,845) bonus shares of
Rs.10/- each fully paid in cash

3,076,066 (June 30, 2021: 3,076,066) ordinary shares of
Rs.10/- each fully paid in cash (against conversion of loans)

Unaudited Audited
December 31, June
2021 30, 2021
Rupees
226,273,200 226,273,200
25,628,450 25,628,450
30,760,660 30,760,660
282,662,310 282,662,310
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Authorized share capital

This represents 30,000,000 (June 30, 2021 : 30,000,000) ordinary shares of Rs. 10 each amounting to
Rs.300,000,000 (June 30, 2021 : Rs. 300,000,000).

Bibojee Services (Private) Limited (the holding company) holds 20,369,056 (June 30, 2021:
20,369,056) shares, i.e. 72.06% of the Company's issued, subscribed and paid-up capital.

Unaudited Audited
December 31, June
2021 30, 2021
NOTE Rupees
TRADE AND OTHER PAYABLES

Sundry creditors 60,402,455 59,870,039
Advance rent 1,971,122 14,576
Due to sub-contractors 37,545,176 37,869,698
Accrued expenses 34,686,070 34,862,184
Due to employees and others 131 23,384,733 9,165,299
Taxes payables 1,125,531 2,615,625
Joint venture partner's share of profit 1,620,715 1,620,715
Other provisions 13.2 35,122,500 35,122,500
195,858,302 181,040,636

This balance includes amounts aggregating Rs. 1.563 million (June 30, 2021: Rs. 1.563 million)
payable in respect of the loans obtained from the Company's Employees' Provident Fund (the Fund)
during the period from 1995 to 1999. The SECP, during May 2008, had issued show-cause notices to
some of the existing directors as well as ex-directors under various sections of the repealed
Companies Ordinance, 1984 (the Ordinance), repealed with the enactment of Companies Act, 2017.
The SECP, vide its three orders dated 25 June, 2009, had imposed penalties aggregating Rs. 1.005
million under various sections of the Ordinance on some of the existing directors and ex-directors in
their personal capacity.

The SECP has also directed the Company's Chief Executive to distribute the amount of Rs. 9.153
million to members of the provident fund trust including the employees/directors/ex-directors of the
Company at the time of closure of the Fund in the year 1987 as per their entitlement and to submit an
Auditor's certificate confirming that all outstanding money of the fund has been paid to members in
accordance with provisions of the section 227 of the Ordinance. The Company opened a separate
bank account and transferred the entire amount into it. Furthermore, an amount of Rs. 7.589 million
were paid to members up to December 31, 2019.

These represent provisions made for the potential liability, in respect of borrowings of Saudi Riyals
2.500 million and Saudi Riyals 5.000 million during the year 1986 for the Saudi Operations of the
Company, that the Company may have to incur as a result of settiement of overseas dues of National
Bank of Pakistan in accordance with the Incentive Scheme under the State Bank of Pakistan's Circular
No.19 of 05 June,1997 (for further detail please refer note 14.2 (a) of these condensed interim
financial statements).

CONTINGENCIES AND COMMITMENTS
Contingent assets

The Company had lodged a claim with National Highway Authority amounting to Rs. 201.177 million
(June 30, 2021: 201.177 million) against M/s Bayinder for recovery of losses suffered by the Company
attributable to cessation of the work at Islamabad - Peshawar Motorway Project.
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Contingent liabilities

Recovery proceedings of two overseas borrowings from National Bank of Pakistan (NBP) led
Consortium amounting Saudi Riyals (SR) 5 milion and SR 2.5 million totaling SR 7.5 million
(equivalent to Pak Rs. 276.714 million at the rate of Rs. 36.9/ SR) with the interest thereon of SR 21.65
million (equivalent to Rs. 798.78 million at the rate of Rs. 36.9.5/ SR) are being contested in the Sindh
High Court.

The Honorable Sindh High Court, vide its order dated September 17, 2003, had decided for SR 5
million that "proceedings will remain suspended till disposal of the matter by the Ministry of Finance
(MoF), Govt. of Pakistan" and directed both NBP and the MoF to follow BPRD Circular No. 19 dated 05
June, 1997 issued by the State Bank of Pakistan announcing an Incentive Scheme in this respect.
NBP had filed an application during the year 2000 for execution of the decrees issued in its favor in
both the above cases; however, the Company is contesting both the cases on legal grounds.

The Company's Board of Directors are of the opinion that it falls within the ambit of SBP "Incentive
Scheme" for the Recovery of Loan Defaults vide BPRD Circular no.19 and, as such, liable to pay only
Rs. 35.122 million in full and final settlement of its outstanding liability.

Regarding tax year 2015 Best judgment assessment was made against the company under section
121 of the Income Tax Ordinance, 2001 determining tax chargeable at Rupees 46,282,156/- and tax
payable of Rupees. 22,636,470/- The Commissioner Inland Revenue (Appeals) who upheld the
assessment order of Deputy Commission Inland Revenue. Later on, the Appellate Tribunal Inland
Revenue remanded back the case to the assessing officers which is yet to set for hearing. Legal
counsel of the company is confident to have a favorable decision in due course of time.

Punjab Revenue Authority completed its proceedings against the company for nonpayment of Rupees
68,290,380/~ as provincial tax during the tax periods from June 2013 to March 2018. The case is
pending before the Appellate Tribunal Punjab Revenue Authority. Legal counsel of the company is
confident to have a favorable decision in due course of time.

Proceedings under section 161/205 of the Income Tax Ordinance, 2001 were initiated and completed
against the company for the tax year 2016 and 2018 by determining tax payable of Rupees
1,677,422/- and Rupees 16,764,436/- respectively. The cases have been heard by the Commissioner
Inland Revenue (Appeals) whose decision is awaited. Legal counsel of the company is confident to
have a favorable decision in due course of time.

In the ordinary course of business various parties have filed legal cases against the Company, which
have not been admitted as liabilities, accordingly, no provision has been considered necessary against
these claims till their final outcome. The legal advisor of the Company is of the opinion that these
cases are expected to be decided in favor of the Company and therefore no provision has been made

in these financial statements for any liability that may arise consequent upon the result of above law
suits.

Guarantees issued by a commercial bank and insurance companies in respect of financial and
operational obligations of the Company to various institutions and corporate bodies, aggregate Rs.
50.062 million (June 30, 2021: Rs. 50.062 million).

Commitments

There were no commitment for capital expenditures as at the condensed interim statement of financial
position date (June 30, 2021: Nil).
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Unaudited
December 31, December 31,
2021 2020
NOTE Rupees
CONTRACT INCOME
Continuing operations:
Construction contracts 15,500,347 63,867,370
15,500,347 63,867,370
Timing of revenue recognition
Over time:
Construction contracts 15,500,347 63,867,370
15,500,347 63,867,370

As the Company was already following cost to cost method of revenue recognition so there is no
substantial effect on financial statement line items by the application of IFRS-15 as compared to IAS-
11 and IAS-8.

The following is the breakup of aggregate amount of the transaction price allocated to performance
obligation that are unsatisfied (or partially unsatisfied) as at the end of the reporting period.

Unaudited
December
31, 2021
Rupees
Continuing operations:
Construction contracts 507,359,587

As permitted under para C5(d) of IFRS-15, the transaction price allocated to (partially) unsatisfied
performance obligation as of June 30, 2021 is not disclosed, using the transaction provisions of IFRS-
15.

EARNING PER SHARE- BASIC AND DILUTED

There is no dilutive effect on the basic earnings per share of the Company, which is based on:

UN-AUDITED

HALF YEAR ENDED QUARTER ENDED

December December December 31, December 31,
31, 2021 31, 2020 2021 2020
Earning after taxation-(Rupees) (5,078,390) 6,460,101 (1,449,103) 4,390,441
Weighted average number
ordinary shares 28,266,231 28,266,231 28,266,231 28,266,231
Earning per share - (Rupees) (0.18) 0.23 (0.05) 0.16
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17 TRANSACTIONS WITH RELATED PARTIES

17.1 The related parties, subsidiary and associated undertakings of the Company comprise of group
companies, other associate companies, subsidiary companies, directors and key management

personnel. Transactions with related parties, subsidiary and associated undertakings during the
period are as follows;

Unaudited
Half Year Ended
December 31,

Unaudited
Quarter Ended
December 31,

2021 [ 2020 2021 | 2020
Rupees
Relation with the Company
Nature of transaction
Subsidiary Company
Gammon Pakistan Precast
(Private) Limited
- Subscriber shares acquired 500,000 - 500,000 =
- Loan provided 16,463,517 - 14,351,192 -
Associated Companies
Gandhara Nissan Limited
Rental income 1,650,000 1,650,000 907,500 900,000
Payment received (1,650,000) (1,650,000) (907,500) (900,000)
Gandhara Industries Limited
Rental income 1,650,000 1,500,000 825,000 750,000
Payment received (1,650,000) (1,500,000) (825,000) (750,000)
Janana De Malucho Textile
Mills Limited
Rental income 220,000 150,000 - 50,000
Payment received (220,000) (150,000) - -
Rehman Cotton Mills Limited
Rental income ' 165,000 100,000 165,000 100,000
Payment received (220,000) (150,000) - (150,000)
Bannu Wollen Mill Limited
Rental income 1,347,984 1,225,440 673,992 613,170
Payment received (1,470,528) (2,460,000) (898,656) (2,160,880)
Bibojee Services (Pvt) Ltd
Purchases 30,000 - - -
Chief Executive
Salaries and other benefits - 1,200,000 - 600,000

17.2 Balances receivable / payable with related parties are disclosed in respective notes.

18 FINANCIAL RISK MANAGEMENT
The Company's financial risk management objective and policies are consistent with that disclosed
in the unconsolidated financial statements for the year ended June 30, 2021,

19 FAIR VALUE MEASUREMENT

Fair value is the amount for which an asset could be exchanged, or liability settled, between
knowledgeable willing parties ‘in an arm's length transaction. Consequently, differences can arise
between carrying values and fair value estimates.

Underlying the definition of fair value is the presumption that the Company is a going concern

without any intention or requirement to curtail materially the scale of its operations or to undertake a
transaction on adverse terms.



19.1

19.2

GAMMON PAKISTAN LIMITED

Underlying the definition of fair value is the presumption that the Company is a going concern

without any intention or requirement to curtail materially the scale of its operations or to undertake a
transaction on adverse terms.

Financial assets which are traded in an open market are revalued at the market prices prevailing at
the close of trading on the reporting date. The estimated fair value of all other financial assets and
liabilities is not considered to be significantly different from book values as the items are either short-
term in nature or periodically repriced.

International Financial Reporting Standard (IFRS) 13, "Fair Value Measurement" requires the
Company to classify fair value measurements using a fair value hierarchy that reflects the

significance of the inputs used in making the measurements. The fair value hierarchy has the
following levels:

- quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1);

- inputs other than quoted prices included within level 1 that are observable for the asset or
liability, either directly (i.e., as prices) or indirectly (i.e., derived from prices) (level 2); and

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

The management assessed that the carrying value of cash and short term deposits, trade debts,

other receivables trade and other payables and other current liabilities approximate their fair values

largely due to the short term maturities of these instruments. Fair value is determined on the basis

of objective evidence at each reporting date.

Transfers during the period

During the six month period to December 31, 2021, there were no transfers into or out of Level 3
fair value measurements.

As at December 31, 2021 and June 30, 2021 the Company held financial instruments carried at fair
value which comprising investment property and operating fixed assets are measured at fair value.

The investment property was valued on June 30, 2021 carried out by external independent valuers
M/s Impulse (Private) Limited. The fair value of investment property is categorized as level 2
recurring fair value measurement due to significant observable inputs used in the valuation. A
reconciliation of the opening and closing balance is provided below:

Unaudited Audited
December 31, June
2021 30, 2021
NOTE Rupees
Opening balance (level 2 recurring fair value) 468,511,297 445,280,201
Fair value gain recognized in profit and loss - 23,231,096
Closing balance (level 2 recurring fair value) 468,511,297 468,511,297

The Company has revalued its freehold land, buildings, plant and machinery and other fixed assets
on June 30, 2021 by independent valuers M/s Impulse (Private) Limited on the basis of market
value of similar properties. Fair value of land and building are based on assumptions considered to
be level 2 in the fair value hierarchy due to significant observable inputs used in the valuation, while
fair value of plant and machinery are considered to be level 3 in the fair value hierarchy due to
significant unobservable inputs used in the valuation.

Valuation techniques used to derive level 2 fair values - Land and building

Fair value of land and building has been derived using a sales comparison approach. Sale prices of
comparable land and buildings in close proximity are adjusted for differences in key attributes such
as location and size of the property. Moreover value of building also depends upon the type of
construction, age and quality. The most significant input in this valuation approach is price / rate per
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square foot in particular locality. This valuation is considered to be level 2 in fair value hierarchy due
to significant observable inputs used in the valuation.

Valuation techniques used to derive level 3 fair values-Plant and machinery and other fixed
assets

In the absence of current prices in an active market, the fair value is determined by taking into
account the following factors:

- Make, model, country of origin and etc;
- Operational capacity;

- Present physical condition;

- Resale prospects; and

- Obsolescence.

The valuation is considered to be level 3 in the fair value hierarchy due to the above unobservable
inputs used in the valuation. Most significant input in this valuation is the current replacement cost
which is adjusted for factors above.

Had there been no revaluation, the net book value of the specific classes of operating assets would
have been as follows:

Unaudited Audited
December 31, June
2021 30, 2021
Rupees
Freehold land 120,988 120,988
Buildings on freehold land 3,022,495 3,022,495
Plant and machinery 1,328,991 1,298,991
Furniture and fixture 957,105 957,105
Computers and accessories 690,056 579,656
Motor vehicles, cycles and boats 13,454 13,454
Construction equipments 273,403 98,403
Unaudited

Half year ended
December 31,

2021 | 2020

NOTE Rupees
PROFIT BEFORE WORKING CAPITAL CHANGES
(Loss) / profit before taxation (2,560,904) 6,399,093
Adjustment for:
Depreciation 6 986,063 1,971,023
(Gain) on disposal of fixed assets (157,558) -
Staff retirement benefits - gratuity (net) 55,164 25,614
Finance cost 15,886 10,352
899,555 2,006,989

(Loss) / profit before working capital changes (1,661,349) 8,406,082
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SUMMARY OF SIGNIFICANT TRANSACTIONS AND EVENTS

Investment in Subsidiary

The company during the period incorporated a new company named Gammon Pakistan Precast
(Private) Limited. The company acquired 96% shareholding with subscriber share capital of
Rs.500,000 comprising of 50,000 subscriber shares of Rs.10/- each. The investment in Gammon
Pakistan Precast (Private) Limited has been accounted for in these condensed interim financial
statements on equity basis.

Management Assessment of Going Concern

Although the company has suffered operational loss of Rupees 2.561 million due to non-availability
of profitable contracts/projects during the period, it has managed to meet the day to day working
capital requirements and to repay all the administrative cost through the rental income earned from
investment properties. However, the management is confident of the Company’s ability to continue
as a going concern based on its concentrated effort to re-profile the operational activities and
utilization of improved liquidity in cost efficient operational levels of machinery and related projects.
The Company undertook significant operational measures in order to generate liquidity and
profitable projects/ventures which are amply disclosed in note 47.1 to the audited financial
statements.

Investigation against EX-CFO

Based on in-house internal audit report the EX-CFO of the company during the period from 01
January 2018 to 29 December 2020 was involved in certain financial transactions, which is being
investigated internally. Moreover, FIR has been lodged against him subsequent to June 30, 2021.

The transactions mainly done out of books and the impact of such investigation/FIR, if any, will be
accounted for in the period during which such case is completed.

CORRESPONDING FIGURES

Corresponding figures have been rearranged and reclassified, wherever necessary for the purposes
of comparison and for better presentation. However, no significant reclassification has been made
during the period.

DATE OF AUTHORIZATION

This condensed interim financial information was authorized for issue on 28 Feb 2022 by
the Board of Directors of the Company.

GENERAL

Figures have been rounded off to the nearest rupee.-@}'ﬂ

Qi Qe 7V 4

CHIEF EXECUTIVE CHIEF FINANCIAL OFFICER DIRECTOR
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