
UNIVERSAL SERV:CE FUND

(A Company incorporated under section 42
●f Companies Act.2017

FINANC:AL STATEMENTS

YEAR ENDED JUNE 30,2020



Deloitte

www.deloitte.com

INDEPENDET{T AUDITOR'S REPORT TO THE METIIBERS OF UNIVERSAL SERVICE FUND

Report on thc Audat of the Financi.l Statements

Oplnlon

We have audlted the annexed financial statements of Universal Service Fund (the Company) which
comprise statement of financial position as at June 30, 2O2O and statement of income and
expendlture and other comprehensive income and statement of cash flows for the year then ended,
and notes to the flnancial statements, includlng a summary of significant accounting policies and
other explanatory information, and we state that we have obtained all the information and
explanations which, to the best of our knowledge and belief, were necessary for the purposes of
the audit.

In our opinion and to the best of our information and according to the explanations given to us,
the statement of financial position, statement of income and expenditure and other comprehensive
income and statement of cash Flows together wlth the notes forming part thereof conform with the
accounting and reporting standards as applicable in Paklstan and give the information required by
the Companies Acf,2OL7 (XIX of 2017), in the manner so required and respectively give a true
and fair view of the state of the Company's affalrs as at June 30,2O2O and of the surplus, other
comprehensive income, and its cash flows for the year then ended.

Basls for Oplnlon

We conducted our audit in accordance with Internatlonal Standards on Auditing (ISAS) as
appllcable ln Pakistan. Our responsibllities under those standards are further described in the
Auditorb Responsibilities for the Audit of the Flnancial 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 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.

Othcr Matter

The financial statements ofthe Company for the year ended June 30, 2019 were audited by another
firm of chartered accountants, whose report dated Septembet 6,2OL9, included emphasls of
matter paragraph regarding uncertainty related to the outcome of certain cases.

Informatlon Other than the Financial Statements and Auditor's Report Thereon

Management is responsible for other information. However, no such information is published along
with these financial statements,
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Responsibilltles of Management and Board of Dlrectors for the Financlal 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 Ac.,2OL7 (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.

Board of directors are responsible for overseeing the Company's financial reporting process.

Auditor's Responslblliti€s for the Audit of the Flnancial 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 auditort
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 materlal 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:

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 rlsk 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.

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
accountlng 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.
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However, future events or conditions may cause the Company to cease to continue as a
going concern.

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

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

Report on Other Legal and Regulatory Requlrements

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
Ad, 20L7 (XIx of 2017);

b) the lnterim statement of financial position, the interim statement of income and
expenditure and other comprehensive income and the interim statement of cash flows
together with the notes thereon have been drawn up in conformity with the Companies
Act,2OL7 (XIX of 2017) and are in agreement with the books of account and returns;

c) investments made, expenditure incurred and guarantees extended during the half 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 (XVUI of
1980).

The engagement partner on the audit resulting in thls independent auditor's report is Mr. Shahzad
Ali.

―
諄 赳

Chattered Accountants

Place:Islamabad
Date:October 19′ 2020

member of
Oeloitte Touche Tollma● u umlted



UNIVERSAL SERViCE FUND
(A Company incorporated under Section 42 ofthe Companies Act,2017)
STATEMENT OF FINANC:AL POS:T:ON
AS AT JUNE 30,2020

」une 30,2020

ASSETS

NON‐CURRENT ASSETS

Prope■y and equipment

lntangible assets

Long te“
"deposits

Long term advances

CURRENT ASSETS

Advances
Short tel“ :prepayments
:nterest accrued

Other receivables

Cash and bank ba:ance

TOTAL ASSETS

EQU:TY AND L:AB:L:T:ES

EQUITγ

NONCURRENT L:AB:L:TIES

Fund ba!ance(restlCted)

Derered capita!grant

CURRENT L:AB:LITIES

Trade and other payables

TOTAL EQU:TY AND L:AB:L:T:ES

CONTINGENCiES AND COMMiTMENTS

141,873

32,028,972

127,500

50,565,430

」une 30,2019

24

24,994,338

127,500

50.300,160

Note           ‐‐‐‐‐‐。‐Rupees‐―‐‐‐‐‐‐‐

４

５
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７

８

　

９

‐０

,891

6,331,777
133,093,896

1,096,216,388

6,005,488,099

2,775,593

85,152,640

1,096.016,872

71

5,402.246,041

6,056,053,529 5,452,546.201

１

２

5,754,152,775
48,170,845

5,017,064,385

49,674,401

5,802,323,620

13          253,729,909

5,066,738,786

385,807.415

6,056,053,529  5,452.546.2田

14
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UN:VERSAL SERViCE FUND

(A Companyincorporated under Section 42 ofthe Companies Act,2017)

STATEMENT OF:NCOME AND EXPEND:TURE AND OTHER COMPREHENS:VEINCOME
FOR THE YEAR ENDED JUNE 30,2020

June 30,2020 」une 30,2019

Note
一

――Rupees‐――…

:NCOME

Amortizatton of deferred capital grant

EXPEND:TURE

Adnninistratve and general expenses

Subsidy grant for prolects

Fee to technica:audlors for prolects

19,589,046

402,651,485

4,026,608,808

108

4,453,528,401

15,027,063

338,523,611

7,397.099,688

34,416,102

7,770,039,401

12

15

16

17

FUNDS(RESTRiCTED)RECOCNIZED AS GRANT
ACAINST EXPENDITURE                    ll

NET SuRPLuS FOR THE YEAR

OTHER COMPREHENSiVE:NCOME
frem aο rtO be reclassl■ed fO stareme″ rοFlacome and
expendfrure accο υ77`′n Sυbse9υ ear ρe770ds

R←measurementloss On denned benent plan

TOTAL COMPREHENSiVEINCOME FOR THE YEAR

The annexed notes, from 1 to 23 form an integrat paft of these financial

(4,433,939,355)

4,444,257,081

に 755,釧 2[旦3o

7,759,025,410

_      10,317,726 4,013,072

(10,317,726) (4,013,072)

sraremears

/
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UN:VERSAL SERV:CE FUND

(A Company incOrporated under SectiOn 42 ofthe Companies Act,2017)
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30,2020

Note

June 30,2020 」une 30,2019

------ Rupees ------
CASH FLOWS FROM OPERATING ACTIVITIES

Subsidy grant disbursement
Technical audit fee
Liquidated damages, profit on deposit account and others
Payment to suppliers and employees

N6t cash used ln opsrating acflvitios

CASH FLOWS FROii INVESTING ACTIVITIES

Procurement of property and equipment
Procurement of intangible assets

Net cash used in lnvesting acflvities

CASH FLOWS FROM FINANCING ACTIVITIES

Grant received

Net cash generated from financing ac vities

Net (decrease)/incroase in cash & cash equivalsnts
Cash & cash equivalents at beginnlng of year

Cash & cash equivalents at end of year

“

,707,352,60o  o,o64,611,45勾

16      (5,472,282,626)

17        (24,268,108)

251,171,979

(461,973,851)

(6,205,120,282)

(34,451,262)

356,100.482

(181.140,390)

4

5

The annexed notes, trom 1 to 23 form an integral pai of these linancial

(1,300,061)

(16,785,429)

(13,857.637)

(23,740,402)

“

8,085,49o   07.598,039

4,890,000,ooo 6,949,000,00o

4,890,000,00o

(835,438,096)

3,713,359,650

10 

…

4 _    3,713.359,650

srarements

r

6,949,000,Ooo

846,790.509

2,866,569,141
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UN:VERSAL SERViCE FUND

(A Companyincorporated under Section 42 ofthe Companies Act,2017)
NOTES TO THE F:NANCIAL STATEMENTS
FOR THE YEAR ENDED」 UNE 30,2020

STATUS AI.ID ACTIVITIES

The Universal Service Fund Company ("the Company") was incorporated in Pakistan as a Public
Company, limited by guarantee, not having a share capilal and licensed under section 42 of lhe
repealed Companies Ordinance, 1984 (replaced with Companies Aci, 2017) on December 12, 2006 as
a not-for-profit entity. The Company was formed under Section '10 of the Universal Service Fund Rules,
2006 ('the Rules") and its registered office is situated at sth ffoor, HBL Tower, Jinnah Avenue,
lslamabad.

Pursuant to Section 16 of the Rules, operations of the Company are funded by The Federal
Government through the Universal Service Fund ("USF"), a separate entity established under section
33 A of lhe Telecommunication Re-organization Act, 1996. USF is kept in the non-lapsable public fund
account of the Federal Government maintained with the Federal Treasury Office. The account is

operated by Ministry of lnformation Technology (MolT). The primary objective of the Company is to
plan, develop, finance and execute communication network projects and services to un-served or under.
seNed areas of Pakistan as defined under Section 26 of the Rules mainly through disbursement of
grants received from Governmenl of Pakistan, in the form of subsidies to selected contributories to
USF, for execution of the related telecom projects.

BASIS OF PREPARATION

Statemenl of compliance

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

- lnternalional Financial Reporting Standards (IFRS Standards) issued by the lntemational Accounting
Slandards Board (IASB) as notified under the Companies Act, 2017 (the Act);

- Acrounting Standard for Not for Profit Organizations (Accounting Standard for NPOS) issued by the
lnstitute of Chartered Accountants of Pakistan as notified under the Companies Act, 2017; and

- Provisions ot and directives issued under the Companies Act, 2017.

Where provisions of and directives issued under the Companaes Ad., 2017 differ from the IFRS
Standards or the Accounting Standard tor NPOS, the provisions of and directives issued under lhe
Companies Act, 2017 have been followed.

Basis of measuremont

These financial statements have been prepared under the historical cost convention except for liability
for gratuity, which is carried at present value of delined benefit obligation net of fair value of plan asset.

ADOPTION OF NEW AT{D REVISED STANDARDS AND INTERPRETATIONS

New accounting standards / amendments and IFRS interpretations that are effective for the year ended
June 30, 2020

22
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Effeclive from accountlng
period boginning on or afior

IFRS 16 'Leases': This standard superseded IAS 17 Januaryo1,20'19
'Leas€s', IFRIC 4, SIC 15 and SIC 27 upon its
effactive date

IFRS 14 - Regulatory Deferral Accounts - IFRS 14 July 01,2019
was originally issued in January 20'14 and applies to
an entivs first annual IFRS financial statemenE for a
period beginning on or afrer 1 January 2016.
How€ver, SECP has adopted from July 01, 2019.

Amendmsnts to IFRS 9 'Financial lnstruments' - January0'1,2019
prepayment features with negative compensation

Amendments to IAS 28 'lnvestnenls in Associates January01,2019
and Joint Ventures' - Long-term interesB in associates
and joint ventures

Amendments to IAS 19 'Employee Benetits'- Plan January01,20l9
amendment, curtailmant or settlement

IFRIC 23 'Uncertainty over lncome Tax Treatrnents'; January Ol, 20'19
Clarifies the accounting treatnent in relation to
determination of taxable profit (tax loss), tax bases,
unused tax losses, unused iax credits and tax rates,
when there is uncertainty over income tax treatments
under IAS 12'lncome Taxes'

2.1 Naw accounling standlrds / amendmonE and IFRS interproiations that are not yet effective

The following standards, amendments and interpretations are only effec{ive for accounting periods,
beginning on or after the date mentioned against aach of them. These standards, interpretations and the
amendments are either not relevant to the Company's operations or are not expected to have signific€nt
impacl on the Company's financial statements other than certain additional disclosures.

Effoc{ive from accountlng
period beginning on or afler

Amendmenb to ths conceptual framework for financial reporting, JanuaryO1,2O2O
including amendments lo references to the conceptual tamework in
IFRS

Amendments to IFRS 3'Business Combinations'- D€finition of a JanuaryO.l,2O2O
businass

Amendments to IAS 'l 'Presentiation of Financial Statements'and January O1,2O2O
IAS 8'Accountjng Policies, Changes in Accounting Estimates and
Errors' - Definition of material and Classification of liabilities as
curTent or non-curent.

Amendments to IFRS I'Financial lnstruments', IAS 39'Financial January 01, 2O2O
lnstrumenls: Recognition and Measuremenf and IFRS 7 ,Financial

lnstruments: Disclosures' - lnlerest rate benchmark reform

Amendmenb to IFRS 3 'Business Combinations' - Reference to the January 01,2022
conceptual ftamework

Amendments to IAS 16 'Property, Plant and Equipment' - proce€ds January O,t,2022
beforo intsnded use



Amendments to IAS 37'Prcvisions, Conting€nt Liabilities and
Coniingent Assets'- Onerous Contracts - cost of fulfilling a
contmc{

Amendment to IFRS 16'Leases' - Covid-19 related rent
concessions

January 01, 2022

January 01, 2020

Certain annual improvements have also been made to a number of lFRSs.
The management anticipates tiat the adoption of the above standards, amendments and interpretations
in future periods, will have no material impact on the financial statements other than the impact on
presentation/disclosures.

Further, the following new standards and interpretations have been issued by the lntemational
Accounting Standards Board (IASB), which are yet to be notified by the Securities and Exchange
Commission of Pakistan (SECP), for the purpose of their applicability in pakistan:

IFRS 17 lnsurance Contracls
IFRS 1 Firsltime Adoption of lntemational Financial Reporting Standards

SUTIUARY OF SIGNIFICANT ACCOUNTING POLICIES AND ESN ATES

The accounting policies have been applied consisten0y to all periods presented in these financiat
statements except the Note 3.'l

Changes ln accounting policy

IFRS 16 "Leases" has replaced IAS 17 "Leases", the former leaser accounting standard, and has
become effectivo from annual accounting periods beginning on or after January 1, 2019. Under the new
standard, almost all leases which meet the citeria disclosed in the standard will be recognized on the
statement of fnancial position with on exeptions of short term and low value leases. Under IFRS 16, an
asset (the right to use the leases ilem) is recognized along with conesponding financial liabitity to pay
rentals at the prasent value of future leas€ payments over the lease term, discounted with the specfic
incremental borrowing rate.

The Company has adopted IFRS 16 from July 01, 20'19 using the modified retrospeclive approach and
the Company has assessed that the adoption of IFRS 16 does not have any material fnanciat impact on
these fi nancial statements.

Functional and presentation currency

These financial statemenB have been presented in Pakistan Rupees which is the Company's funclional
and presentation cunency.

Slgnificant accounting JudgmenG and sstimates

The preparation of financial statements in conformity with approved acmunting and reporting standards
requires the use of certain critical accounting estimates. lt also requires management to exercise its
judgment in the process of applying the Companys accounting policies.

Estimates and judgments are continually evaluated and are based on historic experience and other
faclors, including e&eclations of future events that are believed to be reasonable under the
circumstances. Revisions to accounting estimates are recognized in the period in which the estimate is
revised and in future periods atlected.

ln the process of applying the Company's accounting policies, management has made the following
estimates and judgments, which are significant to the financial statements:
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3.3.1 Property, equlpment and inlangible assets

The Company reviews the appropriateness ot the rate of depreciation, useful lives and residual values
used in the calculation of depreciation/ amortization on an annual basis. Any change in estimates in the
future years might affect the carrying amounts of the respective items of property and equipment and
intangible assets, with a corresponding effect on the depreciation and amortization charge.

Employoe boneflts

Certain acluarial assumptions have be€n adopted for valuation of present value of defined benefit
obligations. Changes in these assumptions in tuture years may affect the liabitity under this scheme in
those years.

Taxation

ln making the estimate for inmme tax payable by the Company, the Company takes into account lhe
applicable iax laws, and decisions taken by the taxation authorities. ln instances where the company's
views differ from the views taken by the income tax department at the assessment stage, and where the
company considers that its views on items of a material nature are in accordance with the law, the
related amounts are disclosed as contingent liabilities.

Provisions and contingoncies

A provision is recognized if, as a result of a past event, the company has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outffow of economic benefits will be
required to settle the obligation. Provisions are determined by discounting the expecled future cash
flows at a ple-iax rate that reflecis current market assessmenls of the time value of money and the risks
specific to the liabiliv. The unwinding of the discount is recognized as a finance cost, if any.

where it is not probable that an outflow ot resources embodying economic benefits will be required to
sette the obligation or the amount of the obligation cannot be measured with sufficient reliabitity, it is
disclosed as contingent liability.

Property and equipment

These are stated at cost lass accumulated depreciation and impairment losses (if any). cosl comprises
of acquisition cost, non-refundabte indirect taxes and any other direclty attributabte costs.

Depreciation is charged on assets using the skaight line method, at the rates stated in note 4. A full
month's dapreciation is charged in the month of acquisition of an assel, while no depreciation is charged
in the month of an assets' retirement.

useful lives are determined by the management based on the expecled usage of an asset, expecled
physical wear and tear, technical and commercial obsolescence, legal and similar limits on the use of
assets and other similar faclors.

The assets' residual values, useful lives and methods are reviewed, and adjusted if appropriate, at each
financial year end. The effecls of adjustrnents to residual values, useful lives and methods are
lecognized prospeclively as a change in accountjng estimates.

An item of property and equipment is de-recognized upon disposal or when no future economic benefits
are expected from its use or disposal. Any gain or loss arising on de-recognition of the assets
(calculated as the difference between the net disposal proceeds and the carrying amount of the asset) is
included in the income and elpendilure statement in the year the asset is derecognized.

3.3.3
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The cost of replacing part of an item of prop€rty and equipment is recognized in the c€rrying amount of
the item if it is probable that the future economic benefits embodied within the part will flo / to the
Company and its cost c€n be measured reliably. The carrying amount of the replaced part is
derecognized. The cost of he day-tcday servicing of property and equipment is recognized in the
income and expenditurg statement as incuned.

Rlghi-of-uso assets and thalr ralated leaso liability

3.5.1 Rlght of-use assets

On initial recognition, right-of-use assets are msasured at an amount equal to initial lease liability
adjusted for any lease payments made at or before the commencement date, plus any initial direcl costs
incuned and an estimate of costs to be incurred to dismanue and remove the underlying asset or to
restore the underlying ass€t or the site on which it is located.

Right-of-use assets are subsequently stated at cost less any accumulated depreciation/ accumulated
impairmont losses and are adjusted for any rameasurement of leas€ liability. The remeasuremenl of
leasE liability will only occur in cas€s where the terms of the lease are changed during the lease tenor.

3.5.2

Right-of-use assets are depreciatEd over their expected useful lives using the straight-line method.
Oepreciation on additions (new leases) is charged ftom the month in which the leases are entered into.
No dapreciation is charged in the month in which th6 leases mature or are terminated.

LsaEo llablllty againsi rlght.f.use a$aG

The lease liabilities ars initially measured as the present value of the remaining lease payments,
discounted using the interest rate implicit in the leas€, or if that rate cannot be readily determined, the
Company's incremental bonowing rate.

The lease liability is subsequently measured at amortised cost using the effeclive interest rate method.
Remeasurements of lease liabilities only occur in cases whera the terms of the lease are changed
during the lease tenor. These remeasuremenb of l6ase liabilities are recognised as adjustrnents to the
carrying amount of related right-of-us€ assets afrer the date of initial recognition.

Each leas€ payment is allocated beiween a roduclion of the liability and a finance cost. The finance cost
is charged to the statement of income and expenditure over the lease period so as to produce a
constant periodic rate of interest on the remaining balanca of the liability for each period.

lntangibleE

An intangible asset is recognized if it is probable that future economic b€nefits that are attributable to the
asset will flow to the Company and that cosl of such an asset can atso be measured reliably.

lntangible asseb are measured on initial recognition at cosl, being the fair value of the consideration
given. Following initial recognition, intangible assets are canied at cost less accumulated amortization
and accumulated impairment, if any.

The useful lives of intangible assets are assassed either as finite or indellnite. The company does not
hava an intangible asset with indefinite useful life. lntangible assets with finite usefut lives ar6 amortized
over the period of their useful lif€, at rate montioned in note 5. ln respecl of additions and disposal of
intangible assab during a year, amortization is charged to statament of income and expenditure from the
month of acquisition and up to the month preceding the disposal of such intangible assets.

Gains and losses arising from the de-recognition of intangible assets are measured as the differ€nce
between the net disposal proceeds and carrying amount of the asset, and recognized in in@me and
expsnditure statement when the asset is de-recognized.

changes in expecied us€fu| lives or the expected pattem of consumpiion of future economic benelits,
embodied in intangible assets, are accounted for by changing the useful life or amortization method, as
appropriate, and treated as a change in accounting estimate.



3.7 Advances, deposli3 and oiher,sceivabl€s

These are recognized at cost. which is the fair value of the consideration given. Ho! €ver, an
assessment is made at each statement of financial position date to datsrmine whether there is an
indicatjon that a financial asset or group of ass€ts may b€ impaired. lf such an indication exists, the
estimated recoverable amount of that asset is determined and any impaiment loss is recognized for the
differance betv'/een the asset's recoverable amount and its carrying value.

3.8 Cash and cash oqulyalents

Cash and cash equivalenB are carried at cost in the statement of financial position in case of local
curTency balances and at closing exchange rate, in case of forgign cunency balances.

3.9 Fund balance (restrlctod)

Grants received ftom MolT are dassified as resticted grants and transferred to fund batance
(restricled). Such granl is recognized lo the statement of income and expenditure to the e)dent of acluat
expenditure incuned thera against.

3.10 Defon€d capttal grani

Restricled funds utilized for capital expenditure are t ansfened from the Fund balance (restrict€d) and
accounted for as a defened capital grant. An amount equal to the charge for depreciation and
amortization for ths year, on property and oquipment and intangible assets acquired, is then recognized
in the income and e)@nditure statement.

3.ll Tradg and olher pallabl.s

Creditors and other payables are c€nied at cost which is the fair value of the consideration to be paid in
ijture tor goods and services received.

3.12 Provl3lon

Provisions are recognized when tho Company has a present lggal or construclave obligation, as a resutt
of past evsnts, it is probable that an oumow of resources embodying economic benefiG will be required
to saltle ths obligation, and a reliable sstimate can be mad6 of the amount of the obligation.

3.13 Staff benofits

l) Deflnod b€nelit plan

The company opsrates a funded gratuity scheme for employees *ho have completed the minimum
qualifying p€riod of service to the Company. Provision for gratuity is made to cover obligations under the
scheme in ac@rdanca with the actuarial r€commendations using the ProFcied Unit Credit Method.
Actuarial gain or loss is recorded in other comprehensive income. The latest acluarial valuation was
canied out as at June 30, 2020, details are given in the note ,13 of the financial statements.

li) Compansatedab3ances

The compensated absences providas a shorl-term leave encashment benefit to its employees whereby,
employe€s can carry fon ,ard up to a maximum of 1O l€aves for a year. Employees can either availthese
leaves or en-cash them.



3 14  Taxation

CunEnt

Provision for taxation is based on taxable profits, at the cureni rates of iaxation, after taking into
account tax credits and tax rebates, if any. Further, the Company's income is not liable for minimum tax,
under Section 113 of the lncome Tax Ordinance, 2001, as the Company considers the amount received
ftom the MolT as grant.

Deferred

Defefi€d tax is recognized using the liability method, on all major temporary diffarences at the statement
of financial position date, between the tax bases of assets and liabiliiies and their carrying amounts for
f nancial reporting purpos€s.

Defened income tax ass€ts are recognized for all deduclible temporary differences and carry-forward of
unused tax losses, to the extent that it is probable that taxable pro6t will be available against which the
deductible temporary differences and / or carry-forward of unused tax losses can be utilized.

Th€ carrying amount of all defened tax assets is reviewed at each statemgnt ot financial position date
and reducad to the extent that it is no longar probable that sufficient taxable profits will be available to
allo,v all or part of lhe defened tax ass€ts lo b€ utilized.

Defened incom€ tax asseb and liabilities are measured at th6 tax rates that are expected to apply to the
period when th6 assel is realized or the liabilily is setted, bas€d on the tax rates (and tax larr,rs) that have
been enacled or substantively enacled at the statement of fnancial position date.

3.15 lncomg

l) Profft on bank depostts

Profit on bank deposit is accrued using ths effective interest rate method.

ll) other lncome

Any other income is re@rded on an accrual basis.
Profit on bank deposits and othar raceipts are made part of fund balance (restricted) and are adjusted
against future funding lrom MolT.

3. 1 6 Forelgn cunsncy tramlatlon

Foreign cunency bansactions during the year are recorded at the exchange rates approximating those
ruling on the date of the transaction. Monetary assets and liabilities in foreign cunencies are iranslated
at the rates of exchange which approximate thos€ prevailing on the siatement of fnancial position dato.
Gains and losses on lranslation are taken to ths income and expenditure statement. Non-monetary
items that arg measured in tBrms of historical cost in a foreign curency are translated using the
exchange rates as at the dates of the initial transaciions. Non-monetary ilems measured at fair valus in
a foreign cunency aro translated using thE exchange rates at the date when the fair value was
determined.

3.17 Flnanciallnstruments

Financial asseB and financial liabilities are recognised in the Company's statement of financial position
when the Company b€comes a party to the contraclual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value. Transaclion costs that are
direc{y attributable to lhe acquisition or issue of financial assets and financial liabilities (other than
financial assets and financial liabilities at fair value through proft or loss) are added to or deducled from
the fair value of the financial assets or financial liabilities, as appropriate, on initial recognition.



Transaclion costs directly attributable to the acquisition of financial assets or financial liabilfies at fair
value through profit or loss are recognised immediately in the statement of profit or loss.

3.17.1 Flnanclal a3sels

All regular way purchases or sales of financial assets are recognised and derecognised on a bade date
basis. Rsgular way purchas€s or sales are purchas€s or sales of financial assets that require delivery of
assets within the time frame established by regulation or convention in the markeFlace.

All r€cognis€d financial asseb are measured subsequently in th6ir €ntirety at either amortised cost or
fair value, depending on the classification of the llnancial assets.

Classification of financial assets:

(i) Debt instruments designated at amodised cost

Debt instruments that meet the following conditions are measured subsequently at amortised cost:

'the linancial assat is held within a business mod€l trfiose objective is to hold financial assets in order
to collecl contraclual cash iows: and
' ths contraclual terms of the financial asset give ris6 on specified dates to cash ffows that are solely
payments of principal and interest on the principal amount outstanding.

(ii) Debt instument designated at othet comprchensivo income

Debt instrumenb that meet the following conditions are measured subsequenty at fair value through
otisr comprehensive income (FVTOCI):

' ths financial asset is held within a business model whose objective is achieved by both collecling
contractual cash llows and selling the financial assets; and
'the contraclual tems of the financial asset give rise on specified dates to cash flows that are solely
paymenB of principal and intersst on ths principal amount oubtanding.
By default, all other financial assets are measured subsequenty it talr value through profit or loss
(FWPL).

For financial instruments other than purchased or originated credit-impaired financial assets (i.e. assets
that are craditimpaired on initial recognition), the effeclive interest rate is tha rate that exacty discounts
estimated fiJture cash recsipts (including alliees and points paid or received that form an integral part of
the effectve interest rate, transaclion cosE and other premiums or discounts) excluding expiteO creOit
lossos, through the e)(p€cled life of the debt instrumenl, or, where appropriate, a shorter period, lo the
gross carrying amount of the debt instrument on initial recognition. For purchased or originated credit-
impaired financial assets, a cledit-adjusted effectiva interest rate is calculated by <tiscounting the
estimated future cash llows, including exp€cled clsdit lossss, to the amorlised cost of the debt
insfument on initial recognition

Amortised cost and effective interest rate method:

Th€ amortised cost of a fnancial ass€t is the amount at which the financial asset is measu€d at initial
recognition minus the principal repaymants, plus the cumulative amoftsation using the effective interest
method of any difference between thal initial amount and the maturity amount, ;djusted for any loss
allowance.
The effective interest method is a method of calculating the amortised cosl of a debt instrument and of
allocating interest incoma over th6 relevant period.
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lnterest income is racognised using the effeclive interest meihod for debt instruments measured
subsequently al amortisod cost and at FVTOCI. For financial instruments other than purchased or
originated credit-impaired financial assets, interest income is calculated by applying the effeclive interest
rate to the gross carrying amount of a financial asset, except for financial assets that have subsequontly
b€come credit-impaired (see below). For financial assets that have subsequently become credit-
impaired, interest income is recognis€d by applying the effective interest rate to the amortised cost of
the linancial asset. lf, in subsequent reporting periods, the credit risk on the credit-impaired financial
instrument improves so that the financial asset is no longer credit-impaired. interest income is
recognised by applying the effeclive interest rate to lhe gross carrying amount of the financial asset.

For purchased or originated sedit-impaired financial assets, tha Company recognises interest income
by applying the credit-adjusted effective interest rate to the amortised msl of the tinancial asset from
initial recognition. The calculation does not revert to th6 gross basis even if the credit risk of the financial
asset subsequently improves so thal the financial asset is no longer credit-impaired.

lnteresl income is recoonised in Drofit or loss and is included in the "finance income - interest income,'

Equity insbuments designaled as at FWOCI

On initial recognition, the Company may make an inevocable eleclion (on an instrument-by-instrument
basis) to designate invesfnents in equity instruments as at FVTOCI. Designation at FVTOCI is not
permitted if the equity investrnent is held for trading or if it is contingent consideration recognised by an
acquirer in a business combination.

lnvestments in equity instruments at FVTOCI are initially measured at fair value plus transactaon costs.
Subs€quenuy, they are measured at rair value wiih gains and losses arising from changes in fair value
r€cognised in other comprehensive income and accumulated in the investrnents revalualion reserve.
The cumulative gain or loss will not b€ reclassified to profit or loss on disposal of the equity investrnents,
instead, they will be transferred to retained eamings.

Dividends on these investments in equity instruments are recognised in profit or loss in accordance with
lFRs 9, unless th6 dividends clearly rEpresent a recovery of part of the cost of the invastment.
Dividends are included in the'finance income' line item in orofit or loss.

Financial assets al FWPL

Financial assets that do not meet the criteria for being measured at amortised cost or Fwocl are
measured at FVTPL Sp€cifically:

- lnvestnents in equity instruments are classified as at FWPL, unless the Company designates an
equity invesfnant that is neither held for trading nor a contingent consideration arising from a business
combination as at FVTOCI on initial recognilion.

- Debt instruments that do not meet the amortised cost criteria or the FVTOCI criteria are classilied as at
FWPL. ln addition, debt instruments that meet either the amortis€d cost criteria or the FVTOCI criteria
may be designated as at FWPL upon initial recognition if such designation elaminates or significanfly
reduces a measurement or recognition inconsistency (so called 'accounting mismatch') that would arise
ftom msasuring assels or liabilities or recognising the gains and losses on them on different bases. The
Company has not designated any debt instrumants as at FVTPL.

Financial assets at FWPL are measured at fair value at the end of each reporting p€riod, with any fair
valuo gains or loss€s recognised in profit or loss.

「
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lmoairment of financial assets:

The Company recognises a loss allolr,ance for expected credit losses on investrnents in debt
instruments that ar6 measured at amortised cost or at FVTOCI, lease receivables, trcde receivables,
contrac't assets, as urell as on financial guarantee contracb. The amount of expected credit losses is
updated at each reporting date to reflect changes in credit risk since initial recognition of the respec{ive
financial instrument.

The Company ahvays recognises liietime ECL for trade receivables, contraci assets and lease
receivables. The e4)ected credit losses on these financial asseb are estimated using a provision matrix
bas€d on the Company's historical credit loss experience, adjusted for faclors that are specific to the
debtors, general e@nomic conditions and an assessment of both the current as well as the forecast
direction of conditions at the reporting date, including time valua of money where appropriate.

For all other financial instruments, the Company recognises lifetime ECL when there has been a
significant increase in credit risk since initial recognition. However, it the sedit risk on the financial
instrument has not incrBased significantly since initial recognition, the Company measures 0le loss
allowance tor that financial instrument at an amount equal to 'l2-month ECL. The assossment of
whether lifetime ECL should be recognised is based on signific€nt increases in the likelihood or risk of a
default occuning since initial recognition instead of on evidence of a financial asset being credit-
impaired at the reporting date.

Litetime ECL repres€nts the expecled credit losses that will result from all possible defiault events over
the expecied life of a financial instrument. ln conlrast, 12-month ECL represents the portion of lifetime
ECL that is expecied to result from defautt events on a financial instrument that are possible within 12
months after the reporting date.

(i) Sionificant increas€ in ffedit risk

ln assassing whether the sedit risk on a financial instrument has increased significantly since initial
rEcognition, the company compares the risk of a default occurring on the financial instrumenl at the
reporling date with the risk of a default occuning on the financial instrument at the date of initial
recognition. ln making lhis assessment, the company considers both quantitative and qualitiatjve
inicmation that is reasonable and suppo(able, including historical experience and foMard-looking
information that is available without undue cost or efforl. Forwad-looking information considered
includes the future prosp€cts of the industrios in which the company's debtors operate, obtained from
economic expert Bports, financial analysts, govemmental bodies, relevant think-tanks and other similar
organisations, as \,'€ll as consideration of various extemal sources of actual and forec€st economic
ln particular, the following information is iaken into account when assessing Mether credit risk has increased
signifi canty since initial recognition:
- an aclual or sxpected significant deterioration in the financial instrument's extemal (if avaitable) or intemal
credii rating;

- significant deteioration in external market indicatoB of credit risk for a particular tinancial instrument,
e.g. a significant insease in the credit spread, the sedit default swap prices for the debtor, or the tength o,
time or th6 extent to which the fair valu6 of a fnanciat ass€t has been tess than its amortised cost:

- existing or forecast adverse changes in business, financial or economic conditions that are expected to
cause a significant decrease in the d€bto/s ability to meet its debt obligations;

- an aclual or expected signficant deterioration in the operating results of the debtor:

- signillcant increases in credit risk on other financiat instruments of the same debtor:



- an actual or expecl€d significant adverse change in the regulatory, economic, or technological environment
of the d6btor that results in a signmcant decreas€ in the debto/s ability to m€et its debt obligations.

lnespec{ve of the outcome ol the above assessment, th€ Company pr€sumes that the credit risk on a
financial asset has inseassd significantly since initial recognition when contraclual payments are more tian
30 days past due, unless the Company has reasonablo and supportable information that demonstrates
oth6rY{is6.

(ii) Definition of &fault:

The Company considers tho following as constiluting an evenl of defauli for intemal credit isk management
putposes as historical erperience indicates that financial assets that meet either of the following qiEria are
genarally not recoverable:

- when therg B a braaci offnancial covenants by the debtor: or

- infomalion doveloped intemally or obtained from exiamal sources indicates that the debtor is unlikely to pay
its creditors, including the Company. in full (yvil}|out taking into account any collateral held by the Company).

lnespeclive ol tie aborc analysis, the Company consilers that default has occuned wien a financial asgei is
mor€ than 360 days past du6 unlgss the Company has reasonable and supportable information to
demonstrate that a more lagging default criterion is more appropriale.

(iii) Credit-impaired financial assets:

A financial asset is credit-impair6d when one or more events that have a detrimental impact on lie estimated
futurc cash flows of ihat financial asset have occuned. Evidence liat a financial asset is credit-impaired
indudes observable data about th6 following events:

(a) sllnficant financial diffculty of th€ issuer or the borou€r:

(b) a breach of contracl, such as a default or past dug event

(c) the l6nde(s) of th€ bono!{er, for economic or @nlractual reasons relaling to the bonou€/s linancial
difficulty, having granted to the bonofl€r a concession(s) that the lender(s) would not otherwise consider;

(d) it is becoming probable that the bonox/6r willenter bankruptcl or other financial reorganisation; or

(e) the disappearanco ofan aclive market for that financial asset b€cause of financial difrculties

(iv) Write-otr oolicr:

The Company writes oft a financial asset whsn there is inrormation indicating thai the debtor is in severe
financial difficulty and there is no realistic prospect of recovery. e.g. when the debtor has been placed und6t
lquidation or has enter6d into bankruptcy proce€dings, or in the case of trade receivables, when the amounts
are ovet two years past due. f,hiciever occuEi sooner. Financial assets writlsn off may stilt be subjecl to
enlorcement ac-tivities under the Company's rgcovery procedures, taking into account legal advice where
appropriato. Any recoveri€s made are rBcognised in profit or loss.

(v) Measurement and recoonition of e)oec16d credit losses:

The moasurement of expecled credit losses is a tunction of the probability of defautt, toss given default (i.e.
the magnituds of the loss if thers is a default) and thg exposure at defauli. The aBsessment of the probability
of default and loss given defautt is based on historicaldata adjusted by rorwad-looking informaiion as
desc.ib€d above. As for the exposure at default, for financial ass€ts, this is represented by the asseb, gross



carrying amount at the reporting date; for llnancial guarantee contracls. the exposure includes the amount
drawn down as at the reporting date, togethe, with any addiiional amounts expected to be drawn down in the
future by default date determined based on historical tend, the Company's understanding o, the specific
tuiure tinancing needs ot the debtors, and oiher relevant torward-looking information.

For financial assets, the expected credit loss is estimated as the difference bet\ €en all contractual cash flows
that are due to the Company in accordance with the contracl and all the cash flows that the Company expects
to receive, discounted at the original effective interest rate.For a lease receivable, the cash flows used for
determining th€ exp€cted credit losses is consistent with the cash flows used in measuring the lease
rec€ivable in accordance with IFRS 16 Leases.

For a financial guarantee contracl. as the Company is required to make payments only in the event o, a
default by the debtor in accordance with the terms of the instrument lhat is guaranteed, the expected loss
allowance is the expecled payments to reimburse the holder for a credit loss that it incu6 less any amounts
thal the Company expects to receive from the holder, the debtor or any other party.

lf the Company has measured the loss allowance for a financial instrument at an amount equal to lifetime ECL
in the previous reporting period. but determines at the cunent reporting date that the conditions for lifetime
ECL 8re no longer mst. the Company measures the loss allowanc€ at an amount equal to 12-month ECL at
the cunent reporting date, excepl for assets tor shich simplified approach was used.

The Company recognises an impairment gain or loss in profit or loss for all financiat instruments with a
corresponding adjustrnenl to their carrying amount through a loss allowance account, except for investments
in debt instruments that ar6 measured at FVTOCI, for whici the loss allowance is recognised in other
comprehensivE income and accumulated in the investment revaluation reserve, and does not reduce the
carrying amount of the financial asset in the statement ot financial position.

Derecoq nition offinancial assets:

The Company derecognisas a financial asset only when the contraclual rights to the cash ltows from the asset
6xpire, or when it transteE th€ financial asset and substantially all the risks and rewards of ownership of the
asset to another entity. lf the Company neither t anshrs nor retains substantially all the risks and rewards of
ownership and continues to control tho transfened ass6t, the Company recognises its retained interest in the
asset and an associated liabiliiy for amounts it may have to pay. lf the company retains substantially all the
isks and r€wards ol ownership of a transtsrad linancial assst, tie Company continues to recognise tie
financial asset 8nd also rBcognises a collateralised bonowing ior the procs€ds received.

On derecognition of a financial asset measured at amoriised cost. the difErence between the asset's carrying
amount and the sum of lis consideration received and rEceivable is recognised in profit or loss. ln addition,
on derecognition of an invesinent in a debt instrument classified as at FVTocl, the cumulative gain or loss
previously accumulaied in the investments Evaluation reserve is reclassified to profit or toss. ln contrast, on
derecognition of an investrnent in equity instrument which the Company has elected on initial recognition to
measuro at FVTOCI, th6 cumulative gain or loss pr6viously accumulated in the investments revaluation
reserve is not reclassifed to prolit or loss, but is transfened to retained eamings.

3.17.2 Fln.nclsl llabllltl.!

Al fnancial liabilitias are measurBd subsequontly at amortised cost using th6 effeclive interest m€thod or ai
FVTPL.

(i) Financial liabilities at FV\PL

Financial liabilities at FVTPL aro stated at fair value, with any gains or losses arising on changes in fair value
recognis€d in the consolidated stat6ment of profit or loss to th6 extent that they are not pari of a designal€d
hedging relationship. The nei gain or loss recognised in the consolidated statement profit or loss incorporates
any inierest paid on tie fnancial liability.

Hotever, for financial liabilities that are designaled as at FVTPL, the amount of change in the fair value of iie
financial liability that is attributable lo cianges in the credit risk ot that liability is recognised in staGment of
other comprehensive income, unless tie recognition of the effects of changes in the liabitity's credit risk in
other comprehensive income ttould create or enlarge an accounting mismatci slatement of in profit or loss.



fllj

The r€maining amount of chango in the fair value of liability is recognised in statement of profii or loss.
Changes in fair value attributiable to a financial liability's credit risk that are recognized in statement of other
comprehensive in@m6 are not subsequen0y reclassified to statement of prollt or loss; instead, they are
transf6ned to retained eamings upon derecognition of the financial liability.

Gains or losses on financial guarantea confacls issued by the Company that are designated by lhe Company
as at FVTPL are rocognised in profil or loss.

Financial liabilifes l,,easu,'d subseguently at amodised cost

Financial liabilities that are noi designated as FVTPL, are measured subsequently at amortised cost using the
effeclivo int€rest m€thod.

The efteclive interest method is a method of calculating th6 amortised cost ot a financial liability and of
allocating inbr€st exp€ns€ over the relevant period. Th6 effective interesl rate is the rate that exac y
discounts estimated future cash payments (including all fees and points paid or received tiat form an integral
part of tie elleciive interest rate. lEnsac{ion costs and otier pr€miums or discounts) through the expecGd life
of tie financial liability, or (where appropriab) a shorter period, to the amonised cost of a financial liability.

Derecoonition of fi nancial liabilitbs:

The Company derecognises financial liabilities ryhen, and only when, the Company's obligations are
discharged, cancelled or have expired. The difference bett|een the canying amount o, the financial liability
derecognised and the consiieration paid and payable is recognised in profit or loss.

Non.ffnanclal as3sis

The carrying amounts of the Company's non-financial asseb are reviewed at each reporting date to
determine whether there is any indication of impairment. lf any such indication exists then the asset's
recovarable amount is astimated.

An impairmenl loss is recognized if the carrying amount of an asset or its cash€enerating unit exceeds
iG racoverable amount. A cash{enerating unit is the smallest identifiable asset group that generates
cash flows that largely are independent from other assets and groups. lmpairm€nt losses are recognized
in the income and expenditure stalement.

lmpairment losses rgcognized in respect of cash€enerating units are allocated first to reduce the
carrying amount of any goodwill allocated to the units and lhen to reduce the carrying amount of the
othsr assets in the unit (group of units) on a pro-rata basis.

The recoverable amount of an ass€t or c€sh-generaling unit is the greater of its value in use and fair
value less cost to sell. ln assessing value-in-use, the estimated ftJture cash flows are discounted to their
present value using a pre-tax discount rate thal rellecG cunenl market assessments of the time value of
money and the risks sp€cific to the asset.

An impairment loss recognized in the prior periods is assessed at each reporting date for any indications
that the loss has decreas€d or no longar exists. An impairment loss is raversed if there has been a
change in the estimates used to determine the re@verable amounl. An impairment loss is reversed only
to the extent that the ass€t's carrying amount do€s not exceed the carrying amount that would have
be€n determined, net of depreciation or amortization, if no impairment loss had been recognized.



3.18 Falr Yaluo moasurcment

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaclion b€twaen market participants at the measurement date. The fair value measurement is based
on the presumption that the transaclion lo s€ll the asset or transfer the liabili9 takes place either:

i) ln the principal market for the asset or liability; or
ii) ln the absence of a principal market, in the most advantaggous market for the asset or liability.

The principal or the most advantagBous market must be accessible by the Company. The lair value ot
an ass€t or a liability is measured using the assumptions that mafiet participants would us€ when
pricing the asset or liability, assuming that market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant's ability to
generate economic benefits by using the asset in its highest and best use or by selling it to another
market participant that would use the asset in its highest and best use.

The Company uses valuation tschniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximizing the use of relevant observable inputs and
minimizing the use of unobseNable inputs.

All asseb and liabilities for which fair value is measured or disclosed in lhe financial statemenb are
categorized within lhs fair value hierarchy, describ€d as follo^rs, bassd on the lowest level input that is
significant to the fair value measuremEnt as a whol6:
kvol I - Quoled (unadjusted) market prices in aclive markets for identical assets or liabilities:
Levol 2 . Valuation tBchniques for which the lowest lavel input tlral is significani to the fair value
measuromenl is direc{y or indireclly observable; and
LaYol 3 - Valuation techniques for which the lo\,r€st laval input that is significant to the fair value
measurement is unobservable.

For assets and liabilities that are recognized in the financial statements at tair value on a recuning basis,
tho Company determines whether transfers have occunod between levels in the hierarchy by re..
assessing categorization (based on the lowest bvel input that is signiticant to the fair valuB
moasurement as a whole) at the end of each reporting p€riod.

The Companys Chief Financial Officer detemines the policias and procedures for both recuning fair
value measurement and for non-recuning measuremant. Extemal valuers may be involved for valuation
of significant ass€ts and significant liabilities. For the purpose of fair valu€ disclosures, the Company
determines classes of assets and liabilities on the basis of ihe nature, characteristics and risks of th€
assat or liability and the level oflhe fair value hierarchy, as explained above.

The Company does not measure any of its assets or liabilities al fair value, except plan assets for
gratuily, under the gratuity scheme.
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LONG TERM ADVANCES                 N● te

Advance against gratuity balance to employees

」une 30,2020 」une 30.2019

- 
Rupegs 

-2,267,045 498,259

2,267,085             498.259

61   The above advances were given against employees'gratuity in ac∞ rdance wnh cOmpany s serv ce rules
w th repaymenttei¬ s of ma歯mum mentyf● ur(24)monthS and carry no markup

」une 30,2020 」une 30,2019
ADVANCES

Conaldered good
To employees - secured:
- Advance against gratuity - cunent portion

- Advance as against salary/T^DA
Advance against proieds - secured
To suppliers

4,647,592 2918.277

501,071,743

1,391,923,984         504,941,286

This represents unulllzed pOrtion of an advan∞ pald to service providers,in respect offo‖ owing prolects

」une 30,2020 」une 30,2019

------ Rupees ------
Advances to related Parties:

PTCL-OFC KPK

PTCL‐OFC FATA
PTML‐ BSD KharanWashuk
PTMし NG‐BSO Sma‖ LorP4
TELENOR―BSD Mohmand
TELENOR‐BSD Koh stan

TELENOR―NC‐ BSD Dadu
TELENOR‐NG‐BSD NH&MW Lot‐ 2(NH 25865)

TELENOR‐NG‐BSD NH&MW Lot‐ 3(NH 50870)

TELENOR‐NG―BSD Hyderabad

TELENOR‐NC―BSD Bahawa pur

TELENORNG‐BSO Sma‖ Lot S3

TELENOR―NG‐BSD Thaparker

TELENOR‐NG‐3SD Sanghar

TELENOR‐NC―BSD MuzafFargarh

TELENOR―NG‐BSD Sma‖ LotlBA l

Advances to otherthan re:ated parties:

PMCL‐BSD North VVa21nStan

PMCL―BSD South Wazinstan

PMCL‐NG‐BSD Bahawa nagar
PMCLNG‐ BSD Rahimyarkhan

PMCL‐NG‐BSD Dera Chazi Khan

PMCL‐NC‐8SD Khuram

1,887,276,392

Note          
一

Rupees―
―

‐               266,266

71        1,387,276,392

9,800,000

331,087,248

67,206,683

65,167,259

86,347,029

112,423,036

257,780,779

16,942,374

479,093,772

117,633,831

130,043,980

6,049,105

18,019,269

33,322,227

39,7● 5,142

98,205,509

18,449,149

79,612,278

140,000,000

58.250,000

2,384.969

43,359,151

50,128,661

82.235.266

27.082149

18,019.269



ヽ
　

一

」une 30.2020 」une 30,2019

SHORT・TERM PREPAYMENTS

Rent

lnsurance

Others

一
Rup∞s_

1,721,258           1.706,805

4,610,519           1,068,788

Note

Note

91

91

91

」une 30,2020

2775,593

June 30,2019

6,331,777

OTHER RECEiVABLES

From Related Pa町

PTCL Mustung

PTCL OFC BP-05

PTCL BB HTR

From Olhers

―
‐Rupees・ ‐……・

281,929,919

787.860,677

26.171.616

254,676

281,929,919

787.860.677

26.171.616

54.660

1,096.216,888 1,096.016.872

Age Analysis of other receivables from related parties

Name of Amount
Related not past
Pany     due   。_30 Days   31‐ 60 Days    :』

;:     91‐
365 0ays

Amount past due

Above 365 Days

一

　

・

　

一

PTCL
PTCL
PTCL

281929919
787,860,677

26,171616

1,095,962,212

These represent late delivery charges recognized on delayed implementation of projects milestones.

Management believe that no expecled credit losses arc required to recognize because these are secured

through performance bond. Fudher, it is maximum outstanding balance at any time during the year. The
receivables are secured with bank guarantees ol Projecls.

June 30,2020 」une 30 2019

10   CASH AND BANK BALANCE

Cash in hand

Cash at bank

‐DepOsit account― local currency

Note

101

------ Rupees ------

24,494

2,877,897,000

40,106

3,713,319,544

2,877,921,554

l0.l This carries mark-up at rate 6.10% to 12 '/o Frer annum (2019: 4.25o/o lo 11o/o pet annum). The profit on

bank deposit is receivable wiih reference to the daily balance in the bank account..

一　

　

一

一
　

一

一
　

　

　

一

一
　

´



June 30,2020 」une 30 2019

FUND BALAICE (RESTRICTED)

Balance at the beginning ot the year

Grant received during the year

Profit on deposit account
Miscellaneous receipts / receivables

Grants traBfened to:
-D€fened capital grant

lncome and expenditure slatement
-Experience adjustment

――――Rup008-―――

5,017,004,385        3.839,336,759

Note

11 1

112

12

1334

4,890,000,000

298,360,152

5,189,113,235

18,035,490

4,444,257,001

4,452,024,845

6.949,000,000

150,862877

`

1

8,972400728

40,160,764

7.759,025,410

7.795,173.102

5,754,152,775        5,017,064,386

PrOnt On bank depost and other recelpts are adlustable aga,ぃ st ruture runding from MolT.Govemment of
Pakistan and accodingly they are included in the fund balance

This indudes amount of R3.215,″ 6(2019: Rs l.871,029.167)againSt‖ quidated damages, 7e∞ Vered
from operators

June 30,2020 」une 30 2019
12   DEFERRED CAPrAL GRANT

Balance at beginning Ofthe year

Nots 
- 

Rup€gs 

-49,674,401

18,035,490

(19,589,046)

48,170,345

115,763,726

102,741

7,192,302

10,502,800

2,370,924

16,787,416

101,010,000

5,273.612

13,708,184

10,317,726

(12,512,106)

Transfemtt frOm“ nd balance("Stncted)      11
Depreoatio 、ヽmortl“ nion charged dunng the year    12 1

Ba:ance at end ofthe year

24.540,700

40,160.764

(15,027.063)

12 1  As at the repOrting date,the Companソ
has u“Itzed R3 198 8 m;:‖on(2019:Rs 180 72 m‖ ‖on)out of grant

reoeived for capnal expendnure

」une 30,2020 」une 30 2019
TRADE AND OTHER PAYABLES

Prolect subsidy payable

Technical aud tor fee payable

Payabtt to suppllers

Rent payable

Aoued‖ab‖nles

Payable to gratu ty fund

Eamest money

――――Rupees…………

385,807.415

13 1   Thisincludes an amount of R3 102 40 m!!‖ on(201918071m‖ ‖on)payabie to related Parties

June 30,2020 June 30 2019

――――Rupees―………
13.2 Pat6blo to grstulty tund

The movement in net liability is as follo! ,s:

Balance at b€ginning of the p€riod

Charg€ for the period

Remoasurem€nt loss

Contribution

Balance at end of the year - Payable

175.232.895

102,741

9.557.086

10.502,800

3.593.281

5,273.612

181.545.000

7.079152

11.859,026

4.013.072

(17.677.638)

16,787,416   5,273.“ 2



13.3 The details of acluarial valuation ca.ried by Nauman Associates as at 30 June, 2020 are as follows:

」une 30,2020 」une 30.2019

Noto 
- 

Rupees 

-
13.3.1 Reconciliation of payable to gratuity fund:

Presenl value ofthe defined benefit obligation

Fair value ofihe plan assets

16,787,416           6.273.612

13.3.2 Change in the present value of delined benefrt obligation

1332
1335

1333
1333

63.580.017

12,034,992

6.037,268

(6.414,680)

2.517.052

87,489,648

(70,712,232)

77,754,649

(72.481.037)

Opening balance

Cunent service cost
lnterest cost on defn€d benefit obligation

Benefits paid

Aciuarial gain / (loss)

13.3.3 Chlrge for tho tD.r b .s tollow3:
Cunent sarvice cosl
lnterest expenss
lnterest income on plan assets
lnterest income - net

Rgmeasuaomont galn - noi ls as follows:
Ac{uarial (gain) / loss recognized

Retum on plan assets excluding the interesi income

13.3.5 Change ln falr yalue of plan asests
Opening balancs
lntelgst incgme
Contribution mado direcily to gratuity fund
Payments made on behaf otthe gratuity fund
Benefits paid

Relurn on plan ass€ts. excluding interest income

Cash and other deposits:
-Bank balance
-Percentage

87,489,648

13,850,638 12034992

(175,966)

13,703,104   11.859,026

77,754,649

13,350,638

9,812,439

(20,165,308)

6.237,230

:11盤)ぶ 1翻 )

(142,454)

6,237,230

4,080,496

2517052
1.496.020

10,317,726           4.013.072

72,481,037

9,954,893

9,086,760

3,425,346

(20,165,308)

(4,080,496)

56.500.865

6213,234

11,262,958

6.414.680

(6.414.680)

(1,496,020)

70,702,232          72,481,037

Malor categones ofthe plan assets as a percentage oftOtal plan assets are as f● ‖oぃ :

June 30,2020 June 30,2019

―
Rupees―

70,702,232          72.481,037

100% 100%



13'3.6 The prlnclprl actuadal assumptiona used were as follows:
Actuarial valuation of the plan was carried out as at 30 June, 2020 by an
gedit method, on follotrring assumptions:

Ois@unt rate used for lnterest Cost in PAL Charge
Oiscount rate used for year end obligation
Salary increase used for year end obligation
Salary lncrease FY 2021 Onward
Next salary is increased on

Mortality rates

Wttdrawal rates

Retlrement assumptbn

1337E● um薇劇 expen3eS tO be char9ed to stabmont ofin∞ m● こ
expendlttlre

Culrent service cost
lnt€rest cost on delined benefrt obligation
lnterest income on plan assets

I % lncrease I % decrease 1Yo lncrease 1 % decrease

-Rupoes_
__Rupees_

independent valuer using prolected un祗

June 30,2020      」une 30,2019

1450%        1000%
925%            1450%
875%           1350%
87596            1350%

lJu:‐20           1‐」ul・ 19

SLiC 2001‐2005    SLIC 2001‐ 2005

Setback l vear     Setback l year

Age3ased     Ag● Based

(per appendix)     (per appendixl

Age 60            Age 60

F:nancial Vear     Finandal Year

2021              2020

-―――Rup●es――――

13,888,116

7,902,458

13.850,638

10,995,601

6,928,30η   
“

1,"2,550
14,862,267  13,333.683

For a change of 100 basis points in these assumptions, keeping other present value ol defined benefit obligation as
at 30 June, 2020 would have been as follows:

June 30, 2020 June 30. 20'9
;;;s.ii.,.,

Oiscount rate

Salary increase rate

The average duration of the defined benefit
obligation is

13 4   Hlstorical:nforrnation 2020

Net staff retirement
benefit liability
Experience adjustment

11 coNTtNGENctES AND coM tr ENTS

l,l.l Commltnents
Subsidy grant commitments
Technical audito/s fee
Monitoring audito/s fee

86680,529

69.田 1●87

June 30,2● 20      」une 30,2019

2019

12 Years

2018

1l Years

2017
Rupees

16

17

7.079,152   3.290,150
4,206,951  (726,186)

」une 30,2020      June 30.2019

-―――Rupees――――

10,163,293,254     10.322.964,919

99,457,012         30.047,062

9,545,293               _

11.2 Con ng€ncles

14.2.1 During FY 2013-14, the Additional Commissioner lnland Revenue (ACIR) raised a demand in respect of tax years
2008 to 2014, amounting to Rs. 3,939,571,607 by treating the grant received from MotT as taxa6b income, afrer
giving benelit for the Company's Administrative and General expenses. The Company filed appeals against this
demand, with the Commissioner lnland Revenue Appeals [C|R(A)], for re-examining ol facts for, igioring the
provision of clause 59 of part ot 2nd Schedule, limiting the scope of Charitable purposl under secfionilt tej ano



Enoring the provisions of seclion 9, of lncome Tax Ordinance, 2001 as n/ell as limiting the admissibility ot expense
by disallowing expenses for pOects subsidy grant and projects tecinical auditors fee. CIR (A) set aside all the
orders and remanded back for admissibility of expenses not allowed and instruclions that laxation should be made
as is dona on normal businesVprofession.

The Company fled appaals with the Appellate Tribunal lnland Revenue (ATIR) against the ACIR'S & CIR(A) retusal
to treat the Company funding from Govemment as Government GranG and its operations not of lvelfare
organizalions. The decision ofthe ATIR is p€nding.

Futther, management believes that it is not chargeable to tax as the obFdive of incorporation of the Company is to
purse and implement the obieclive of the telecom policy announched by Federal Government (FG) to develop
@mmunication network in unserved and underserved areas, fur this purpose it intends to obtain tax exemplion from
FG and is hopeful of successful outcome.

Also, based upon the advic€ of its tax advisoB, b confident of a favorable outcome o, the above cases. Accordingly,
no provision in this regard has been recognized.

ln respcc{ of the Tax Year 2013, the Offcer lnland Revenue (OlR) raised a demand of Rs.139,511,568, under
sadion 161205 ot the lncome Tax Ordinance 2001, alleging short payment of withholding tax. On an appeal filed by
the Company, tho CIR(A) set-aside the order on Septemb€r 30, 2015 and directed the OIR to re€xamine the matte.,
whici is pending.

There are some litigations filed against the USF, in which the Company is involved as proforma
defendanurespondent and has no direci llnancial impac{ even if ceses are decided against USF. Further litigations
filed by Company or where Company is Petitioner,/Appellant. management is ol the opinion that USF has good prima
facie cases and cas€s ars likely to be decided in favor of Company and so no provision is made for thesa litigations
in theso financial gtatemenb.

June 30,2020 」une 30 2019
AT' INISTRATIVE AND GENERAI. EXPENSES

Salarhs and b€nefils
Training & HR development
Legal and professional charges
Rent

Ulilities and offca supplies
Communication charges
Entertainment

Traveling
Printing and stationery
Vehicle fuel expenses
Repairs and msintenance
Adve sement
Oepreciation

Amortization of intangible assst
Auditors' rsmuneration
lnsurance expensg
Bank charges

―̈――Rupees――――

281,893,291

2,366,574

22,358,480

31,500,400

2,543,253

1,293,483

718,728

11,666,274

1,748,646

10,174,291

5,204,257

8,547,563

9,838,251

9,750,795

446,000

2,572,881

20,318

244.160.554

1,371.550

1,244,650

29.598.800

2.209,624

1.085,856

778.534

20,528.196

1.545,754

9.450,600

1.567.364

7.820.094

12.180,118

2,346.945

240,000

1.874,774

20.298

4

5

152

402,651,485  338.523,611

salanes and beneFtsindude Rs 24,025,910(2019:Rs 15,872.098)charged in respect of deined benent scheme

June 30,2020      」une 30.2019

-―――Rupees…………
Audlior! rcmun$atlon:
Annual audit fee
lnterim audit iEe

Review of Code of Corporate Govemana@
Out of pocket expense
Sales tax

200,000

100,000

50,000

35,000

01,000

125,000

60,000

55.000

446,000           240,000
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I8 FINANGIAL RISK I{ANAGEMENT oBJEcTIvES AND PoLICIES

The Company has exposure lo the following risks from its use of tinancial instruments:
- Credit risk
- Liquidity risk and
- Market risk

The Board of Directors has overall responsibility for the establishment and oversighi ofthe Company's risk
management framework and developing and monitoring the Company's risk management policies.

The Company's risk management policies are established to identify and analyze the risks faced by the
Company, to set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk
management policies and systems are reviewed regularly to rellecl changes in market conditions and the
ComPany's activities. The Board of Directors of the Company oversees how management monitors
compliance with the Company's risk management policies and procedures, and reviews the adequacy of
the risk management framework in relation to the risks faced by the Company.

」une 30,2020 」une 30,2019
‐―‐‐―Rupees――――

18.1 Credit risk

Credit risk is the risk which arises with the possibility that one party lo a financiat instrument will fait to
discharge its obligation and cause the other party to incur a financial loss. The Company attempts to
control credit risk by monitoring credit exposures, limiting transactions with specific counterparties and
continually assessing the creditworthiness of counterparties. The Company's credit risk is primarily
attributable to advances, deposits, interest accrued, other receivables and balance at bank.
The Company limits ils exposure to credit risk by maintaining bank account only with counterparties that
have a credit rating of at least Ai and A. Considering the high credit rating, the credit risk in respecl of
bank balance is considered to be low. The Company's other financial asiels are not significant to its
operations. The carrying values of tinancial assels represents the maximum credit exposure at the
reporting date are as follows:

Long term deposits
Long term advances
Advances

lnteresl accrued
Other receivables

Bank balance

127,500

2,267,085

1,891,923,984

133,093,896

1,096,216,388

2,877,397,060

127,500

498,259

504,941,286

85.152,640

1,096.016,872

3,713,319,544

6,001,526,413 5,400,056,1∝

The credit quality of linancial assets, for which the counter party is a bank, can be assessed by reference
to extemal credit ralings as shown below:

June 30,2020 」une 30,2019

"--- RuPees 
---Bank name:

National Bank of Pakistan
Bank balance
lnterest accrued

Rttng  ぶ器
AAAIA l+ 」CRキiS/PACRA

2,877,897,060

133,093,896

3,713,319,544

85,152,640

3,010,990,956    3,798,472,184

The management be‖eves that no expected creditloss a‖ owance is required in resped ofthese inancial
assets unless exp‖ cit:y stated in the respective notes



18.2 Llquldlty rlEk

Liquidity risk is the risk that an enlity will encounter difficulty in meeting obligations associated with
financial liabilities. The Companys approach to managing liquidity is to ensure, as tar as possible, that it
will have suffcient liquidity to meet its liabilities when due, under both normal and stressed condition,
without incuning any unacceptable loss or damage to the Company's reputation.

The maturity prolile of the Company's fnancial liabilities based on the contraclual amounts is as follows:

Carylng Conlractual
amount cash rlowa

Mal犠
:p" 瞥選燕

r

June 30, 2020
Projec{ subidy payable

Technical auditor be payable

Payable to suppliers
Acqued liabilities
Eamest money
Rent Payable
Payable to Gratuity fund

Juno 30, 2019
Projed subsk y payable

Technical auditor fee payable
Payabls to suppliers
Accrued liabiliiies
Eamest money

Rent Payable
Payable lo Gratuity fund

253,729,109

175,232,895

102,741

9.557.086

3.593.281

181.545,000

10.502.000

5.273.612

253,729,109

175.232,395

102,741

9.557.086

3.593.281

181,545,000

10.502.000

5,273.612

115,763,726

102,741

7,192,302

2,370,924

101,010,000

10,502,000

16,787,416

115,763,726

102,741

7,192,302

2,370,924

101,010,000

10,502,000

16,787,416

115,763,726

102,741

7,192,302

2,370,924

101,010,000

10,502,000

16,787,416

253,729,109       _

175,232.895                _

102.741                _

9,557,086                ‐

3.593.281                _

181.545,∞ 0                 _

10.502,000

5.273,612

385.806,615     385,806.615     385,806.615               _

L is not expected thatthe cash 10■ 6 induded in the maturty anavsis WOuld occur signttcantly earller。 「 at
S● nttCanuy d rerent amOunts

103  ‖arket rlsk

The ttsk thatthe fal「 va:ue o「 future cash lows of a nnandalinstrument w‖ nuduate because ofchanges
in market plces,due to changes in market sentiments,specu:at"e adivmies.supply and demand of

secunties and l●ud"in the market Market nsk∞ mplses ofthree types of lsk:currency ttsk,interest
rate nsk and other plce lsk The Companyis not stnnCan‖ y exposed to market lsk

1831 cun● n●y r13k

Currency"sk is the nsk thatthe vaiue of inancial asset or a‖ ablty w‖ 1 luctuate due to a change in foreign
exchange rates m anses mainly where receivab es and payabにs exist due to transactions entered into
foreun curencles

The Company is not exposed to curency nsks as n has nO transaction in foreign currency

1032:nterest rate r13k

interest rate lsk ttpresents the百 sk that the faけ value or"ture cash now Of a nnandal instrument輌 ‖
nuduate because of changes in marketinterestrate

The Company has no s10nlncantl。 口9 tenll interest bea"ng nnandal asset and“ ab‖ ty whose fa,,value or
他ture cash lows輛 :1 luduate because of changes in marketinterest rates

Finandal assets include R3 2,077,307,060(2019: Rs 3.713.319.544)which earn interest Applicable
interest rates forttnancial assets have been indicated in note l o l

As the interest rates on the Compan′ s ttnancial assets are lxed,there is no exposure to any nuctua"On in
future cash n¨

Far v● !u03en31tlV:ty analys;8f● r flxed rat● lnstrum●71ts

The Company does not h。 ld any ttnancial asset at fair value through proFt and loss Therefore a chan9o in
interest rate at reportinO date wouu nct afrectin∞ me and expend“ ure account ofthe Company



18.3.3 Other price sk

Price risk is the risk that the fair value or future cash flows of a financial instrument will flucluate because
of changes in market pdces (other than lhose arising lrom interest rate risk or cunency risk), whether
those changes are causod by faclors specitic to the individual financial inslrument or ils issuer, or factors
affecting all similar financial instrumenls traded in lhe maftet.

At the year end the Company is not exposed to price risk since there are no financial instruments whose
fair value or future cash flows will fluctuate because of changes in market prices.

Off€etting of financial a3seE and liabllities

The Company does not off-set any of its financial assels and tinancial liabilities.

Ootermlnadon of fair values

Fair values of financial and non-financial assels and liabilities are determined for measuremenl and/or
disclosure on the basis of accounting policies disclosed in the financial statements. As at the reporting
date, canying value of the Companys financial assets and liabilities are reasonable approximation of their
fair value. Accordingly, no fair value information has been disclosed in these financial statements.

18.6 Capital rlsk management

The Board of Directors monitors the Company's performance against targel set on an annual basis. All of
the financing required by the Company, for its aclivities, is provided through Grant from MolT. The
outstanding balance of the Grant is normally adequate for a yeafs operalion. MolT remains committed to
met the requirements of the company.

TRANSACTIONS AND BALANCES WTH RELATED PARTIES

The Company is govemed by the Ministry of lnformation Technology, Govemment of pakistan (Gop).
Therefore, all departments and agencies controlled by the GoP ("State-controlled entities") are related
parties of the Company. Other related parties include directors, members, key management personnel,
USF Employees' Gratuity Fund and entities under common directorship. Remuneration to the chief
executive, direclors and executives is disclosed in note 20 to these tinancial stalements. Balances wilh
related parties are disclosed in note 7, 13 and 16 to the linancial statements and signilicant lransactions
with related parties are as follows:

June 30,2020 」une 30,2019

Note ―――― Rupees¨…………

State+ontiolled entities
- MolT- grant received during the year

Associate due to common directorship
Subsidy grant disbursement 16
- Pakistan Telecommunication Company Limited
- Pak Telecom Mobile Limited (Ufone)
- Pakistan Mobile Communication Limited-Jazz
- Telenor Pakistan Private Limited-Telenor

4,390,000,000

599,894,680

1,322,100,387

3,063,415,965

6.949,000,000

377.427,300

3,176,159,452

45,101,418

USF Employees' Gratuity Fund
Contributions paid by the Company

4,985,411,032

12,512,106

3.598,688,170

17,677,63813

184

185



20  REMUNERAT10N OF CH:EF EXECUTiVE,DIRECTORS AND EXECuT:VES

Chlef Executive
30Jun.20 30-Jun-19

Directors
30.Jun-20 30-Jun- 19

Executives
30.Jun-20 30-Jun-19

Meeting fee
Managerial remuneration
Allowances

Bonus

1,599,315   11,017.500

1,129,426    8.112.433

4,407,000 1,300,000

2,740,000 284.000

83,751,751    64.377,779

69,380,335    58.399,945

24,064,141    16.527,388

Number of persons          l           1          9          9          33          29

20.l A‖ owances includes mone12atiOn a‖ owance,amounting to Rs. 11,619,688(2019: Rs ll,761,250)proVided in
lieu ofthe Company maintained carto the enutled employees Further,the Chief Executive Ofnceris alsO entitled

to gratuity on leaving the cOmpany

20 2 The DirectOrs ofthe Company were not paid any remuneratton du"ng the year exceptfOrthe mee‖ ng fee

21  NUMBER OF EMPLOYEES June 30,2020 June 30,2019

Employees atthe year end(Number)

Average employees during the year(Number)

DATE OF AuTHOR:ZAT10N FOR:SSuE

88           88

88          88

stated

/

Thesa financiar statements were authoriz.d for issue by the Board of Direclors of the company ont? O.lo*.,. )da

GENERAL

Figures in these financiar statements have been rounded off to the nearest rupee unress otherwise


