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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF UNIVERSAL SERVICE FUND
Report on the Audit of the Financial Statements

Opinion

We have audited the annexed financial statements of Universal Service Fund (the Company) which
comprise statement of financial position as at June 30, 2020 and statement of income and
expenditure and other comprehensive income and statement of cash flows for the year then ended,
and notes to the financial statements, including a summary of significant accounting policies and
other explanatory information, and we state that we have obtained all the information and
explanations which, to the best of our knowledge and belief, were necessary for the purposes of
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 with the notes forming part thereof conform with the
accounting and reporting standards as applicable in Pakistan and give the information required by
the Companies Act, 2017 (XIX of 2017), in the manner so required and respectively give a true
and fair view of the state of the Company's affairs as at June 30, 2020 and of the surplus, other
comprehensive income, and its cash flows for the year then ended.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as
applicable in Pakistan. Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Company in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants as adopted by the Institute of Chartered
Accountants of Pakistan 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.

Other Matter

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

Information 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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Responsibilities of Management and Board of Directors for the Financial Statements

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

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

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

Auditor’'s Responsibilities for the Audit of the Financial Statements

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

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

+ Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

« Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Company’s
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
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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 significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

Report on Other Legal and Regulatory Requirements

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

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

b) the interim 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, 2017 (XIX of 2017) and are in agreement with the books of account and returns;

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

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

Chartered Accountants

Place: Islamabad
Date: October 19, 2020
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UNIVERSAL SERVICE FUND

(A Company incorporated under Section 42 of the Companies Act, 2017)

STATEMENT OF FINANCIAL POSITION
AS AT JUNE 30, 2020

Note
ASSETS
NON-CURRENT ASSETS
Property and equipment 4
Intangible assets 5
Long term deposits
Long term advances 6
CURRENT ASSETS
Advances 7
Short-term prepayments 8
Interest accrued
Other receivables 9
Cash and bank balance 10
TOTAL ASSETS
EQUITY AND LIABILITIES
EQUITY
NON-CURRENT LIABILITIES
Fund balance (restricted) 11
Deferred capital grant 12
CURRENT LIABILITIES
Trade and other payables 13
TOTAL EQUITY AND LIABILITIES
CONTINGENCIES AND COMMITMENTS 14

The annexed notes, from 1 to 23 form an integral part of these financial sratements)ﬂk

CHIEF UTIVE OFFICER

June 30, 2020

June 30, 2019

-=e-m-== RUpees ---------
16,141,873 24,680,063
32,028,972 24,994 338

127,500 127,500

2,267,085 498,259
50,565,430 50,300,160
1,891,923,984 504,941,286
6,331,777 2,775,593
133,093,896 85,152,640
1,096,216,888 1,096,016,872
2,877,921,554 3,713,359,650
6,005,488,099 5,402,246,041
6,056,053,529 5,452,546,201
5,754,152,775 5,017,064,385
48,170,845 49,674,401
5,802,323,620 5,066,738,786
253,729,909 385,807,415
6,056,053,529 5,452,546,201
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UNIVERSAL SERVICE FUND

(A Company incorporated under Section 42 of the Companies Act, 2017)

STATEMENT OF INCOME AND EXPENDITURE AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2020

June 30, 2020 June 30, 2019

Note ------—- Rupees ---=-----
INCOME
Amortization of deferred capital grant 12 19,589,046 15,027,063
EXPENDITURE
Administrative and general expenses 15 402,651,485 338,523,611
Subsidy grant for projects 16 4,026,608,808 7,397,099,688
Fee to technical auditors for projects 17 24,268,108 34,416,102
4,453,528,401 7,770,039,401
(4,433,939,355) (7,755,012,338)
FUNDS (RESTRICTED) RECOGNIZED AS GRANT
AGAINST EXPENDITURE 11 4,444,257,081 7,759,025,410
NET SURPLUS FOR THE YEAR 10,317,726 4,013,072
OTHER COMPREHENSIVE INCOME
Item not to be reclassified to statement of income and
expenditure account in subsequent periods
Re-measurement loss on defined benefit plan (10,317,726) (4,013,072)

TOTAL COMPREHENSIVE INCOME FOR THE YEAR

The annexed notes, from 1 to 23 form an integral part of these financial statements.
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UNIVERSAL SERVICE FUND

(A Company incorporated under Section 42 of the Companies Act, 2017)

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2020

June 30, 2020

June 30, 2019

Note = = coeoeeee Rupees ---------
CASH FLOWS FROM OPERATING ACTIVITIES
Subsidy grant disbursement 16 (5,472,282,626) (6,205,120,282)
Technical audit fee 1§72 (24,268,108) (34,451,262)
Liquidated damages, profit on deposit account and others 251,171,979 356,100,482
Payment to suppliers and employees (461,973,851) (181,140,390)
Net cash used in operating activities (5,707,352,606) (6,064,611,452)
CASH FLOWS FROM INVESTING ACTIVITIES
Procurement of property and equipment 4 (1,300,061) (13,857,637)
Procurement of intangible assets 5 (16,785,429) (23,740,402)
Net cash used in investing activities (18,085,490) (37,598,039)
CASH FLOWS FROM FINANCING ACTIVITIES
Grant received 11 4,890,000,000 6,949,000,000
Net cash generated from financing activities 4,890,000,000 6,949,000,000
Net (decrease)/increase in cash & cash equivalents (835,438,096) 846,790,509
Cash & cash equivalents at beginning of year 3,713,359,650 2,866,569,141
Cash & cash equivalents at end of year 10 2,877,921,554 3,713,359,650
The annexed notes, from 1 to 23 form an integral part of these financial statements.
/
R

ck@u VE OFFICER



UNIVERSAL SERVICE FUND

(A Company incorporated under Section 42 of the Companies Act, 2017)
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2020

1

21

22

2.3

STATUS AND ACTIVITIES

The Universal Service Fund Company ("the Company") was incorporated in Pakistan as a Public
Company, limited by guarantee, not having a share capital and licensed under section 42 of the
repealed Companies Ordinance, 1984 (replaced with Companies Act, 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 5th floor, HBL Tower, Jinnah Avenue,
Islamabad.

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

BASIS OF PREPARATION

Statement of compliance

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

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

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

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

Where provisions of and directives issued under the Companies Act, 2017 differ from the IFRS
Standards or the Accounting Standard for NPOs, the provisions of and directives issued under the
Companies Act, 2017 have been followed.

Basis of measurement

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

ADOPTION OF NEW AND REVISED STANDARDS AND INTERPRETATIONS

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



Effective from accounting
period beginning on or after

IFRS 16 'Leases" This standard superseded IAS 17 January 01, 2019
'‘Leases’, IFRIC 4, SIC 15 and SIC 27 upon its
effective date

IFRS 14 — Regulatory Deferral Accounts - IFRS 14 July 01, 2019
was originally issued in January 2014 and applies to

an entity's first annual IFRS financial statements for a

period beginning on or after 1 January 2016.

However, SECP has adopted from July 01, 2019.

Amendments to IFRS 9 'Financial Instruments' - January 01, 2019
prepayment features with negative compensation

Amendments to IAS 28 'Investments in Associates January 01, 2019
and Joint Ventures' - Long-term interests in associates
and joint ventures

Amendments to IAS 19 'Employee Benefits' - Plan January 01, 2019
amendment, curtailment or settlement

IFRIC 23 'Uncertainty over Income Tax Treatments": January 01, 2019
Clarifies the accounting treatment in relation to

determination of taxable profit (tax loss), tax bases,

unused tax losses, unused tax credits and tax rates,

when there is uncertainty over income tax treatments

under IAS 12 'Income Taxes'

%
New accounting standards / amendments and IFRS interpretations that are not yet effective

The following standards, amendments and interpretations are only effective for accounting periods,
beginning on or after the date mentioned against each of them. These standards, interpretations and the
amendments are either not relevant to the Company's operations or are not expected to have significant
impact on the Company's financial statements other than certain additional disclosures.

Effective from accounting
period beginning on or after

Amendments to the conceptual framework for financial reporting, January 01, 2020
including amendments to references to the conceptual framework in

IFRS

Amendments to IFRS 3 'Business Combinations' - Definition of a January 01, 2020
business

Amendments to IAS 1 'Presentation of Financial Statements' and January 01, 2020

IAS 8 'Accounting Policies, Changes in Accounting Estimates and
Errors' - Definition of material and Classification of liabilities as
current or non-current.

Amendments to IFRS 9 'Financial Instruments', IAS 39 'Financial January 01, 2020
Instruments: Recognition and Measurement' and IFRS 7 'Financial
Instruments: Disclosures' - Interest rate benchmark reform

Amendments to IFRS 3 'Business Combinations' - Reference to the January 01, 2022
conceptual framework

Amendments to IAS 16 'Property, Plant and Equipment' - Proceeds January 01, 2022
before intended use
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3.2

33

Amendments to IAS 37 'Provisions, Contingent Liabilities and January 01, 2022
Contingent Assets' - Onerous Contracts — cost of fulfilling a
contract

Amendment to IFRS 16 ‘'Leases' - Covid-19 related rent January 01, 2020
concessions

Certain annual improvements have also been made to a number of IFRSs.

The management anticipates that 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 International
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 Insurance Contracts
IFRS 1 First-time Adoption of International Financial Reporting Standards

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES

The accounting policies have been applied consistently to all periods presented in these financial
statements except the Note 3.1

Changes in accounting policy

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

The Company has adopted IFRS 16 from July 01, 2019 using the modified retrospective approach and
the Company has assessed that the adoption of IFRS 16 does not have any material financial impact on
these financial statements.

Functional and presentation currency

These financial statements have been presented in Pakistan Rupees which is the Company's functional
and presentation currency.

Significant accounting judgments and estimates

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

Estimates and judgments are continually evaluated and are based on historic experience and other
factors, including expectations 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 affected.

In 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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3.3.2
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3.34

34

Property, equipment and intangible assets

The Company reviews the appropriateness of 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.

Employee benefits

Certain actuarial assumptions have been adopted for valuation of present value of defined benefit
obligations. Changes in these assumptions in future years may affect the liability under this scheme in
those years.

Taxation

In making the estimate for income tax payable by the Company, the Company takes into account the
applicable tax laws, and decisions taken by the taxation authorities. In 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 contingencies

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 outflow of economic benefits will be
required to settle the obligation. Provisions are determined by discounting the expected future cash
flows at a pre-tax rate that reflects current market assessments of the time value of money and the risks
specific to the liability. The unwinding of the discount is recognized as a finance cost, if any.

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

Property and equipment

These are stated at cost less accumulated depreciation and impairment losses (if any). Cost comprises
of acquisition cost, non-refundable indirect taxes and any other directly attributable costs.

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

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

The assets' residual values, useful lives and methods are reviewed, and adjusted if appropriate, at each
financial year end. The effects of adjustments to residual values, useful lives and methods are
recognized prospectively as a change in accounting 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 expenditure statement in the year the asset is derecognized.



3.5

3.5.1

3.5.2

3.6

The cost of replacing part of an item of property and equipment is recognized in the carrying amount of
the item if it is probable that the future economic benefits embodied within the part will flow to the
Company and its cost can be measured reliably. The carrying amount of the replaced part is
derecognized. The cost of the day-to-day servicing of property and equipment is recognized in the
income and expenditure statement as incurred.

Right-of-use assets and their related lease liability

Right of-use assets

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

Right-of-use assets are subsequently stated at cost less any accumulated depreciation/ accumulated
impairment losses and are adjusted for any remeasurement of lease liability. The remeasurement of
lease liability will only occur in cases where the terms of the lease are changed during the lease tenor.

Right-of-use assets are depreciated over their expected useful lives using the straight-line method.
Depreciation on additions (new leases) is charged from the month in which the leases are entered into.
No depreciation is charged in the month in which the leases mature or are terminated.

Lease liability against right-of-use assets

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

The lease liability is subsequently measured at amortised cost using the effective interest rate method.
Remeasurements of lease liabilities only occur in cases where the terms of the lease are changed
during the lease tenor. These remeasurements of lease liabilities are recognised as adjustments to the
carrying amount of related right-of-use assets after the date of initial recognition.

Each lease payment is allocated between a reduction 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 balance of the liability for each period.

Intangibles

An intangible asset is recognized if it is probable that future economic benefits that are attributable to the
asset will flow to the Company and that cost of such an asset can also be measured reliably.

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

The useful lives of intangible assets are assessed either as finite or indefinite. The Company does not
have an intangible asset with indefinite useful life. Intangible assets with finite useful lives are amortized
over the period of their useful life, at rate mentioned in note 5. In respect of additions and disposal of
intangible assets during a year, amortization is charged to statement 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 difference
between the net disposal proceeds and carrying amount of the asset, and recognized in income and
expenditure statement when the asset is de-recognized.

Changes in expected useful lives or the expected pattern of consumption of future economic benefits,
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

3.8

3.9

3.10

3.1

3.12

3.13

i)

iii)

Advances, deposits and other receivables

These are recognized at cost, which is the fair value of the consideration given. However, an
assessment is made at each statement of financial position date to determine whether there is an
indication that a financial asset or group of assets may be impaired. If such an indication exists, the
estimated recoverable amount of that asset is determined and any impairment loss is recognized for the
difference between the asset's recoverable amount and its carrying value.

Cash and cash equivalents

Cash and cash equivalents are carried at cost in the statement of financial position in case of local
currency balances and at closing exchange rate, in case of foreign currency balances.

Fund balance (restricted)

Grants received from MolT are classified as restricted grants and transferred to fund balance
(restricted). Such grant is recognized to the statement of income and expenditure to the extent of actual
expenditure incurred there against.

Deferred capital grant

Restricted funds utilized for capital expenditure are transferred from the Fund balance (restricted) and
accounted for as a deferred capital grant. An amount equal to the charge for depreciation and
amortization for the year, on property and equipment and intangible assets acquired, is then recognized
in the income and expenditure statement.

Trade and other payables

Creditors and other payables are carried at cost which is the fair value of the consideration to be paid in
future for goods and services received.

Provision

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

Staff benefits
Defined benefit plan

The Company operates a funded gratuity scheme for employees who have completed the minimum
qualifying period of service to the Company. Provision for gratuity is made to cover obligations under the
scheme in accordance with the actuarial recommendations using the Projected Unit Credit Method.
Actuarial gain or loss is recorded in other comprehensive income. The latest actuarial valuation was
carried out as at June 30, 2020, details are given in the note 13 of the financial statements.

Compensated absences

The compensated absences provides a short-term leave encashment benefit to its employees whereby,
employees can carry forward up to a maximum of 10 leaves for a year. Employees can either avail these
leaves or en-cash them.



3.14

i)

i)

3.15

i)

3.16

3.17

Taxation
Current

Provision for taxation is based on taxable profits, at the current rates of taxation, 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 Income Tax Ordinance, 2001, as the Company considers the amount received
from the Mol T as grant.

Deferred

Deferred tax is recognized using the liability method, on all major temporary differences at the statement
of financial position date, between the tax bases of assets and liabilities and their carrying amounts for
financial reporting purposes.

Deferred income tax assets are recognized for all deductible temporary differences and carry-forward of
unused tax losses, to the extent that it is probable that taxable profit will be available against which the
deductible temporary differences and / or carry-forward of unused tax losses can be utilized.

The carrying amount of all deferred tax assets is reviewed at each statement of financial position date
and reduced to the extent that it is no longer probable that sufficient taxable profits will be available to
allow all or part of the deferred tax assets to be utilized.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the
period when the asset is realized or the liability is settled, based on the tax rates (and tax laws) that have
been enacted or substantively enacted at the statement of financial position date.

Income

Profit on bank deposits

Profit on bank deposit is accrued using the effective interest rate method.
Other income

Any other income is recorded on an accrual basis.
Profit on bank deposits and other receipts are made part of fund balance (restricted) and are adjusted
against future funding from MolT.

Foreign currency translation

Foreign currency transactions during the year are recorded at the exchange rates approximating those
ruling on the date of the transaction. Monetary assets and liabilities in foreign currencies are translated
at the rates of exchange which approximate those prevailing on the statement of financial position date.
Gains and losses on translation are taken to the income and expenditure statement. Non-monetary
items that are measured in terms of historical cost in a foreign currency are translated using the
exchange rates as at the dates of the initial transactions. Non-monetary items measured at fair value in
a foreign currency are translated using the exchange rates at the date when the fair value was
determined.

Financial instruments

Financial assets and financial liabilities are recognised in the Company’s statement of financial position
when the Company becomes a party to the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of financial assets and financial liabilities (other than
financial assets and financial liabilities at fair value through profit or loss) are added to or deducted from
the fair value of the financial assets or financial liabilities, as appropriate, on initial recognition.



3171

(i)

(ii)

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

Financial assets

All regular way purchases or sales of financial assets are recognised and derecognised on a trade date
basis. Regular way purchases or sales are purchases or sales of financial assets that require delivery of
assets within the time frame established by regulation or convention in the marketplace.

All recognised financial assets are measured subsequently in their entirety at either amortised cost or
fair value, depending on the classification of the financial assets.

Classification of financial assets:

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

- the financial asset is held within a business model whose objective is to hold financial assets in order
to collect contractual cash flows; and

* the contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

Debt instrument designated at other comprehensive income

Debt instruments that meet the following conditions are measured subsequently at fair value through
other comprehensive income (FVTOCI):

+ the financial asset is held within a business model whose objective is achieved by both collecting
contractual cash flows and selling the financial assets; and

* the contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

By default, all other financial assets are measured subsequently at fair value through profit or loss
(FVTPL).

For financial instruments other than purchased or originated credit-impaired financial assets (i.e. assets
that are credit-impaired on initial recognition), the effective interest rate is the rate that exactly discounts
estimated future cash receipts (including all fees and points paid or received that form an integral part of
the effective interest rate, transaction costs and other premiums or discounts) excluding expected credit
losses, through the expected life of the debt instrument, or, where appropriate, a shorter period, to the
gross carrying amount of the debt instrument on initial recognition. For purchased or originated credit-
impaired financial assets, a credit-adjusted effective interest rate is calculated by discounting the
estimated future cash flows, including expected credit losses, to the amortised cost of the debt
instrument on initial recognition

Amortised cost and effective interest rate method:

The amortised cost of a financial asset is the amount at which the financial asset is measured at initial
recognition minus the principal repayments, plus the cumulative amortisation using the effective interest
method of any difference between that initial amount and the maturity amount, adjusted for any loss
allowance.

The effective interest method is a method of calculating the amortised cost of a debt instrument and of
allocating interest income over the relevant period.



(i)

(iv)

Interest income is recognised using the effective interest method for debt instruments measured
subsequently at amortised cost and at FVTOCI. For financial instruments other than purchased or
originated credit-impaired financial assets, interest income is calculated by applying the effective interest
rate to the gross carrying amount of a financial asset, except for financial assets that have subsequently
become credit-impaired (see below). For financial assets that have subsequently become credit-
impaired, interest income is recognised by applying the effective interest rate to the amortised cost of
the financial asset. If, 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 effective interest rate to the gross carrying amount of the financial asset.

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

Interest income is recoanised in profit or loss and is included in the "finance income - interest income”

Equity instruments designated as at FVTOCI

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

Investments in equity instruments at FVTOCI are initially measured at fair value plus transaction costs.
Subsequently, they are measured at fair value with gains and losses arising from changes in fair value
recognised in other comprehensive income and accumulated in the investments revaluation reserve.
The cumulative gain or loss will not be reclassified to profit or loss on disposal of the equity investments,
instead, they will be transferred to retained earnings.

Dividends on these investments in equity instruments are recognised in profit or loss in accordance with
IFRS 9, unless the dividends clearly represent a recovery of part of the cost of the investment.
Dividends are included in the ‘finance income’ line item in profit or loss.

Financial assets at FVTPL

Financial assets that do not meet the criteria for being measured at amortised cost or FVTOCI are
measured at FVTPL. Specifically:

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

- Debt instruments that do not meet the amortised cost criteria or the FVTOCI criteria are classified as at
FVTPL. In addition, debt instruments that meet either the amortised cost criteria or the FVTOCI criteria
may be designated as at FVTPL upon initial recognition if such designation eliminates or significantly
reduces a measurement or recognition inconsistency (so called ‘accounting mismatch’) that would arise
from measuring assets or liabilities or recognising the gains and losses on them on different bases. The
Company has not designated any debt instruments as at FVTPL.

Financial assets at FVTPL are measured at fair value at the end of each reporting period, with any fair
value gains or losses recognised in profit or loss.



(i)

Impairment of financial assets:

The Company recognises a loss allowance for expected credit losses on investments in debt
instruments that are measured at amortised cost or at FVTOCI, lease receivables, trade receivables,
contract assets, as well as on financial guarantee contracts. The amount of expected credit losses is
updated at each reporting date to reflect changes in credit risk since initial recognition of the respective
financial instrument.

The Company always recognises lifetime ECL for trade receivables, contract assets and lease
receivables. The expected credit losses on these financial assets are estimated using a provision matrix
based on the Company's historical credit loss experience, adjusted for factors that are specific to the
debtors, general economic conditions and an assessment of both the current as well as the forecast
direction of conditions at the reporting date, including time value 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, if the credit risk on the financial
instrument has not increased significantly since initial recognition, the Company measures the loss
allowance for that financial instrument at an amount equal to 12-month ECL. The assessment of
whether lifetime ECL should be recognised is based on significant increases in the likelihood or risk of a
default occurring since initial recognition instead of on evidence of a financial asset being credit-
impaired at the reporting date.

Lifetime ECL represents the expected credit losses that will result from all possible default events over
the expected life of a financial instrument. In contrast, 12-month ECL represents the portion of lifetime
ECL that is expected to result from default events on a financial instrument that are possible within 12
months after the reporting date.

Significant increase in credit risk

In assessing whether the credit risk on a financial instrument has increased significantly since initial
recognition, the company compares the risk of a default occurring on the financial instrument at the
reporting date with the risk of a default occurring on the financial instrument at the date of initial
recognition. In making this assessment, the company considers both quantitative and qualitative
information that is reasonable and supportable, including historical experience and forward-looking
information that is available without undue cost or effort. Forward-looking information considered
includes the future prospects of the industries in which the company’s debtors operate, obtained from
economic expert reports, financial analysts, governmental bodies, relevant think-tanks and other similar
organisations, as well as consideration of various external sources of actual and forecast economic

In particular, the following information is taken into account when assessing whether credit risk has increased
significantly since initial recognition:

- an actual or expected significant deterioration in the financial instrument’s external (if available) or internal
credit rating;

- significant deterioration in external market indicators of credit risk for a particular financial instrument,
e.g. a significant increase in the credit spread, the credit default swap prices for the debtor, or the length of
time or the extent to which the fair value of a financial asset has been less 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 debtor’s ability to meet its debt obligations;

- an actual or expected significant deterioration in the operating results of the debtor;

- significant increases in credit risk on other financial instruments of the same debtor:



- an actual or expected significant adverse change in the regulatory, economic, or technological environment
of the debtor that results in a significant decrease in the debtor’s ability to meet its debt obligations.

Irrespective of the outcome of the above assessment, the Company presumes that the credit risk on a
financial asset has increased significantly since initial recognition when contractual payments are more than
30 days past due, unless the Company has reasonable and supportable information that demonstrates
otherwise.

(ii) Definition of default:

The Company considers the following as constituting an event of default for internal credit risk management
purposes as historical experience indicates that financial assets that meet either of the following criteria are
generally not recoverable:

- when there is a breach of financial covenants by the debtor; or

- information developed internally or obtained from external sources indicates that the debtor is unlikely to pay
its creditors, including the Company, in full (without taking into account any collateral held by the Company).

Irrespective of the above analysis, the Company considers that default has occurred when a financial asset is
more than 360 days past due unless the Company has reasonable and supportable information to
demonstrate that a more lagging default criterion is more appropriate.

(iii) Credit-impaired financial 5
A financial asset is credit-impaired when one or more events that have a detrimental impact on the estimated
future cash flows of that financial asset have occurred. Evidence that a financial asset is credit-impaired
includes observable data about the following events:
(a) significant financial difficulty of the issuer or the borrower;

(b) a breach of contract, such as a default or past due event

(c) the lender(s) of the borrower, for economic or contractual reasons relating to the borrower's financial
difficulty, having granted to the borrower a concession(s) that the lender(s) would not otherwise consider:

(d) itis becoming probable that the borrower will enter bankruptcy or other financial reorganisation; or

(e) the disappearance of an active market for that financial asset because of financial difficulties

(iv) Write-off policy:

The Company writes off a financial asset when there is information indicating that the debtor is in severe
financial difficulty and there is no realistic prospect of recovery, e.g. when the debtor has been placed under
liquidation or has entered into bankruptcy proceedings, or in the case of trade receivables, when the amounts
are over two years past due, whichever occurs sooner. Financial assets written off may still be subject to
enforcement activities under the Company’s recovery procedures, taking into account legal advice where
appropriate. Any recoveries made are recognised in profit or loss.

(v) Measurement and recognition of expected credit losses:

The measurement of expected credit losses is a function of the probability of default, loss given default (i.e.
the magnitude of the loss if there is a default) and the exposure at default. The assessment of the probability
of default and loss given default is based on historical data adjusted by forward-looking information as
described above. As for the exposure at default, for financial assets, this is represented by the assets’ gross



carrying amount at the reporting date; for financial guarantee contracts, the exposure includes the amount
drawn down as at the reporting date, together with any additional amounts expected to be drawn down in the
future by default date determined based on historical trend, the Company’s understanding of the specific
future financing needs of the debtors, and other relevant forward-looking information.

For financial assets, the expected credit loss is estimated as the difference between all contractual cash flows
that are due to the Company in accordance with the contract 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 the expected credit losses is consistent with the cash flows used in measuring the lease
receivable in accordance with IFRS 16 Leases.

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

If 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 current reporting date that the conditions for lifetime
ECL are no longer met, the Company measures the loss allowance at an amount equal to 12-month ECL at
the current reporting date, except for assets for which simplified approach was used.

The Company recognises an impairment gain or loss in profit or loss for all financial instruments with a
corresponding adjustment to their carrying amount through a loss allowance account, except for investments
in debt instruments that are measured at FVTOCI, for which 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 of financial position.

The Company derecognises a financial asset only when the contractual rights to the cash flows from the asset
expire, or when it transfers the financial asset and substantially all the risks and rewards of ownership of the
asset to another entity. If the Company neither transfers nor retains substantially all the risks and rewards of
ownership and continues to control the transferred asset, the Company recognises its retained interest in the
asset and an associated liability for amounts it may have to pay. If the Company retains substantially all the
risks and rewards of ownership of a transferred financial asset, the Company continues to recognise the
financial asset and also recognises a collateralised borrowing for the proceeds received.

On derecognition of a financial asset measured at amortised cost, the difference between the asset's carrying
amount and the sum of the consideration received and receivable is recognised in profit or loss. In addition,
on derecognition of an investment in a debt instrument classified as at FVTOCI, the cumulative gain or loss
previously accumulated in the investments revaluation reserve is reclassified to profit or loss. In contrast, on
derecognition of an investment in equity instrument which the Company has elected on initial recognition to
measure at FVTOCI, the cumulative gain or loss previously accumulated in the investments revaluation
reserve is not reclassified to profit or loss, but is transferred to retained earnings.

3.17.2 Financial liabilities

(i)

All financial liabilities are measured subsequently at amortised cost using the effective interest method or at
FVTPL.

Financial liabilities at FVTPL

Financial liabilities at FVTPL are stated at fair value, with any gains or losses arising on changes in fair value
recognised in the consolidated statement of profit or loss to the extent that they are not part of a designated
hedging relationship. The net gain or loss recognised in the consolidated statement profit or loss incorporates
any interest paid on the financial liability.

However, for financial liabilities that are designated as at FVTPL, the amount of change in the fair value of the
financial liability that is attributable to changes in the credit risk of that liability is recognised in statement of
other comprehensive income, unless the recognition of the effects of changes in the liability's credit risk in
other comprehensive income would create or enlarge an accounting mismatch statement of in profit or loss.



i)

(i)

The remaining amount of change in the fair value of liability is recognised in statement of profit or loss.
Changes in fair value attributable to a financial liability'’s credit risk that are recognized in statement of other
comprehensive income are not subsequently reclassified to statement of profit or loss; instead, they are
transferred to retained earnings upon derecognition of the financial liability.

Gains or losses on financial guarantee contracts issued by the Company that are designated by the Company
as at FVTPL are recognised in profit or loss.

Financial liabilities measured subsequently at amortised cost

Financial liabilities that are not designated as FVTPL, are measured subsequently at amortised cost using the
effective interest method.

The effective interest method is a method of calculating the amortised cost of a financial liability and of
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash payments (including all fees and points paid or received that form an integral
part of the effective interest rate, transaction costs and other premiums or discounts) through the expected life
of the financial liability, or (where appropriate) a shorter period, to the amortised cost of a financial liability.

nition of financial liabiliti

The Company derecognises financial liabilites when, and only when, the Company's obligations are
discharged, cancelled or have expired. The difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable is recognised in profit or loss.

Non-financial assets

The carrying amounts of the Company’s non-financial assets are reviewed at each reporting date to
determine whether there is any indication of impairment. If any such indication exists then the asset's
recoverable amount is estimated.

An impairment loss is recognized if the carrying amount of an asset or its cash-generating unit exceeds
its recoverable amount. A cash-generating unit is the smallest identifiable asset group that generates
cash flows that largely are independent from other assets and groups. Impairment losses are recognized
in the income and expenditure statement.

Impairment losses recognized in respect of cash-generating units are allocated first to reduce the
carrying amount of any goodwill allocated to the units and then to reduce the carrying amount of the
other assets in the unit (group of units) on a pro-rata basis.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and fair
value less cost to sell. In assessing value-in-use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset.

An impairment loss recognized in the prior periods is assessed at each reporting date for any indications
that the loss has decreased or no longer exists. An impairment loss is reversed if there has been a
change in the estimates used to determine the recoverable amount. An impairment loss is reversed only
to the extent that the asset's carrying amount does not exceed the carrying amount that would have
been determined, net of depreciation or amortization, if no impairment loss had been recognized.



3.18 Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is based
on the presumption that the transaction to sell the asset or transfer the liability takes place either:

i) In the principal market for the asset or liability; or
i) In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible by the Company. The fair value of
an asset or a liability is measured using the assumptions that market participants would use 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 techniques 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 unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorized within the fair value hierarchy, described as follows, based on the lowest level input that is
significant to the fair value measurement as a whole:

Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities:

Level 2 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable; and

Level 3 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable.

For assets and liabilities that are recognized in the financial statements at fair value on a recurring basis,
the Company determines whether transfers have occurred between levels in the hierarchy by re-
assessing categorization (based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.

The Company's Chief Financial Officer determines the policies and procedures for both recurring fair
value measurement and for non-recurring measurement. External valuers may be involved for valuation
of significant assets and significant liabilities. For the purpose of fair value disclosures, the Company
determines classes of assets and liabilities on the basis of the nature, characteristics and risks of the
asset or liability and the level of the fair value hierarchy, as explained above.

The Company does not measure any of its assets or liabilities at fair value, except plan assets for
gratuity, under the gratuity scheme.
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6.1

71

June 30, 2020 June 30, 2019

LONG TERM ADVANCES Note Rupees
Advance against gratuity balance to employees 2,267,085 498,259
2,267,085 498,259

The above advances were given against employees' gratuity in accordance with Company's service rules
with repayment terms of maximum twenty four (24) months and carry no markup.

June 30, 2020 June 30, 2019

ADVANCES Note Rupees
Considered good
To employees - secured:
- Advance against gratuity - current portion 4,647,592 2,918,277
- Advance as against salary/TADA - 256,266
Advance against projects - secured 7.1 1,887,276,392 501,071,743
To suppliers - 695,000

1,891,923,984 504,941,286

This represents unutilized portion of an advance paid to service providers, in respect of following projects:

June 30, 2020 June 30, 2019
=eeeeee RUpEES -meoeeeee

Advances to related parties:
PTCL-OFC KPK - 79,612,278
PTCL-OFC FATA - 140,000,000
PTML-BSD KharanWashuk - 58,250,000
PTML-NG-BSD Small Lot-P4 9,800,000 -
TELENOR-BSD Mohmand - 2,384,969
TELENOR-BSD Kohistan 331,087,248 -
TELENOR-NG- BSD Dadu 67,206,683 43,359,151
TELENOR-NG-BSD NH&MW Lot-2(NH 25865) 65,167,259 50,128,661
TELENOR-NG-BSD NH&MW Lot-3(NH 50&70) 86,347,029 82,235,266
TELENOR-NG-BSD Hyderabad 112,423,036 -
TELENOR-NG-BSD Bahawalpur 257,780,779 -
TELENOR-NG-BSD Small Lot S3 16,942,374 -
TELENOR-NG-BSD Tharparker 479,093,772 -
TELENOR-NG-BSD Sanghar 117,633,831 -
TELENOR-NG-BSD Muzaffargarh 130,043,980 =
TELENOR-NG-BSD Small Lot IBA-1 6,049,105 -
Advances to other than related parties:
PMCL-BSD North Waziristan - 27,082,149
PMCL-BSD South Waziristan 18,019,269 18,019,269
PMCL-NG-BSD Bahawalnagar 33,322,227
PMCL-NG-BSD Rahimyarkhan 39,705,142
PMCL-NG-BSD Dera Ghazi Khan 98,205,509
PMCL-NG-BSD Khurram 18,449,149

1,887,276,392 501,071,743
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10.1

June 30, 2020 June 30, 2019

SHORT-TERM PREPAYMENTS Note -------- Rupees ---------
Rent - -
Insurance 1,721,258 1,706,805
Others 4,610,519 1,068,788
6,331,777 2,775,593
June 30, 2020 June 30, 2019
OTHER RECEIVABLES Note Rupees

From Related Party

PTCL Mustung 9.1 281,929,919 281,929,919
PTCL OFC BP-05 9.1 787,860,677 787,860,677
PTCL BB HTR 9.1 26,171,616 26,171,616
From Others 254,676 54,660
1,096,216,888 1,096,016,872

Age Analysis of other receivables from related parties

Name of Amount Amount past due
Related not past
Part due =
¥ 0-30 Days  31-60 Days %’asg 91-365 Days Above 365 Days
PTCL - = = z . 281,929,919
PTCL - 787,860,677
PTCL - 26,171,616

= = = - - 1,095,962,212

These represent late delivery charges recognized on delayed implementation of projects milestones.
Management believe that no expected credit losses are required to recognize because these are secured
through performance bond. Further, it is maximum outstanding balance at any time during the year. The
receivables are secured with bank guarantees of Projects.

June 30, 2020 June 30, 2019
CASH AND BANK BALANCE Note -------- Rupees ---------
Cash in hand 24,494 40,106
Cash at bank
- Deposit account - local currency 101 2,877,897,060 3,713,319,544
2,877,921,554 3,713,359,650

This carries mark-up at rate 6.10% to 12 % per annum (2019: 4.25% to 11% per annum). The profit on
bank deposit is receivable with reference to the daily balance in the bank account..
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13.2

June 30, 2020

June 30, 2019

FUND BALANCE (RESTRICTED) Note Rupees

Balance at the beginning of the year 5,017,064,385 3,839,836,759

Grant received during the year 4,890,000,000 6,949,000,000

Profit on deposit account 111 298,360,152 150,862,877

Miscellaneous receipts / receivables 112 753,083 1,872,537,851
5,189,113,235 8,972,400,728

Grants transferred to:

-Deferred capital grant 12 18,085,490 40,160,764

-Income and expenditure statement 4,444 257,081 7.759,025,410

-Experience adjustment 13.34 (10,317,726) (4,013,072)
4,452,024,845 7,795,173,102
5,754,152,775 5,017,064,385

Profit on bank deposit and other receipts are adjustable against future funding from MolT, Government of
Pakistan and accordingly they are included in the fund balance.

This includes amount of Rs.215,776 (2019: Rs. 1,871,029,167) against liquidated damages, recovered
from operators.

June 30, 2020

June 30, 2019

DEFERRED CAPITAL GRANT Note Rupees

Balance at beginning of the year 49,674,401 24,540,700
Transferred from fund balance (restricted) 11 18,085,490 40,160,764
Depreciation/amortization charged during the year 121 (19,589,046) (15,027,063)
Balance at end of the year 48,170,845 49 674,401

As at the reporting date, the Company has utilized Rs.198.8 million (2019: Rs.180.72 million) out of grant
received for capital expenditure.

June 30, 2020 June 30, 2019

TRADE AND OTHER PAYABLES Note =-seeees Rupees
Project subsidy payable 13.1 115,763,726 175,232,895
Technical auditor fee payable 102,741 102,741
Payable to suppliers 7,192,302 9,557,086
Rent payable 10,502,800 10,502,800
Accrued liabilities 2,370,924 3,593,281
Payable to gratuity fund 13.2 16,787,416 5,273,612
Earnest money 101,010,000 181,545,000
253,729,909 385,807,415

This includes an amount of Rs. 102.40 million (2019: 80.71 million) payable to related parties.

June 30, 2020 June 30, 2019

Rupees

Payable to gratuity fund

The movement in net liability is as follows:

Balance at beginning of the period 5,273,612 7,079,152
Charge for the period 13,708,184 11,859,026
Remeasurement loss 10,317,726 4,013,072
Contribution (12,512,106) (17,677,638)
Balance at end of the year - Payable 16,787,416 5,273,612




13.3

13.3.1

13.3.2

13.3.3

13.3.4

13.3.5

The details of actuarial valuation carried by Nauman Associates as at 30 June, 2020 are as follows:

Reconciliation of payable to gratuity fund:
Present value of the defined benefit obligation
Fair value of the plan assets

Note

13.3.2
13.3.5

Change in the present value of defined benefit obligation

Opening balance

Current service cost

Interest cost on defined benefit obligation
Benefits paid

Actuarial gain / (loss)

Charge for the year is as follows:
Current service cost

Interest expense

Interest income on plan assets
Interest income - net

Remeasurement gain - net is as follows:
Actuarial (gain) / loss recognized
Return on plan assets excluding the interest income

Change in fair value of plan assets

Opening balance

Interest income

Contribution made directly to gratuity fund
Payments made on behalf of the gratuity fund
Benefits paid

Return on plan assets, excluding interest income

Maijor categories of the plan assets as a percentage of total plan assets are as follows:
June 30, 2020

Cash and other deposits:
-Bank balance
-Percentage

13.33
13.3.3

June 30, 2020

June 30, 2019

Rupees
87,489,648 77,754,649
(70,702,232) (72,481,037)
16,787,416 5,273,612
77,754,649 63,580,017
13,850,638 12,034,992
9,812,439 6,037,268
(20,165,308) (6,414,680)
6,237,230 2,517,052
87,489,648 77,754,649
13,850,638 12,034,992
9,812,439 6,037,268
(9,954,893) (6,213,234)
(142,454) (175,966)
13,708,184 11,859,026
6,237,230 2,517,052
4,080,496 1,496,020
10,317,726 4,013,072
72,481,037 56,500,865
9,954,893 6,213,234
9,086,760 11,262,958
3,425,346 6,414,680
(20,165,308) (6,414,680)
(4,080,496) (1,496,020)
70,702,232 72,481,037

June 30, 2019

Rupees
70,702,232 72,481,037
100% 100%




13.3.6 The principal actuarial assumptions used were as follows: _
Actuarial valuation of the plan was carried out as at 30 June, 2020 by an independent valuer using projected unit

13.3.7

13.3.8

13.4

14

14.1

14.2

14.2.1

credit method, on following assumptions:

Discount rate used for Interest Cost in P&L Charge

Discount rate used for year end obligation
Salary increase used for year end obligation

Salary Increase FY 2021 Onward
Next salary is increased on
Mortality rates

Withdrawal rates

Retirement assumption

June 30, 2020

14.50%
9.25%
8.75%

8.75%
1-Jul-20

SLIC 2001-2005
Setback 1 year
Age-Based
(per appendix)
Age 60

Estimated expenses to be charged to statement of income &

June 30, 2019

10.00%
14.50%
13.50%
13.50%
1-Jul-19
SLIC 2001-2005
Setback 1 year
Age-Based
(per appendix)
Age 60

expenditure Financial Year Financial Year
2021 2020
Rupees
Current service cost 13,888,116 13,850,638
Interest cost on defined benefit obligation 7,902,458 10,995,601
Interest income on plan assets (6,928,307) (11,512,556)
14,862,267 13,333,683

For a change of 100 basis points in these assumptions, keeping other present value of defined benefit obligation as

at 30 June, 2020 would have been as follows:

June 30, 2020

June 30, 2019

Present value of obligation
1 % decrease

1 % Increase

1 % Increase

Present value of obligation

1 % decrease

--=--RUpees—---- -—-Rupees-—---
Discount rate 78,122,839 98,470,418 70,046,892 86,680,529
Salary increase rate 98,557,355 77,877,524 86,801,463 69,811,587
June 30, 2020 June 30, 2019
The average duration of the defined benefit 12 Years 11 Years
obligation is
Historical information 2020 2019 2018 2017
Rupees
Net staff retirement
benefit liability 16,787,416 5,273,612 7,079,152 3,290,150
Experience adjustment 10,317,726 4,013,072 4,206,951 (726,186)
June 30, 2020 June 30, 2019
CONTINGENCIES AND COMMITMENTS Rupees
Commitments
Subsidy grant commitments 16 10,168,293,254 10,322,964,919
Technical auditor's fee 17 99,457,812 30,047,062
Monitoring auditor's fee 9,545,293 -

Contingencies

During FY 2013-14, the Additional Commissioner Inland 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 MolT as taxable income, after
giving benefit for the Company's Administrative and General expenses. The Company filed appeals against this
demand, with the Commissioner Inland Revenue Appeals [CIR(A)], for re-examining of facts for, ignoring the
provision of clause 59 of part of 2nd Schedule, limiting the scope of Charitable purpose under section 2(11A) and



14.2.2

1423

15

15.1

15.2

ignoring the provisions of section 9, of Income Tax Ordinance, 2001 as well as limiting the admissibility of expense
by disallowing expenses for projects subsidy grant and projects technical auditors fee. CIR (A) set aside all the
orders and remanded back for admissibility of expenses not allowed and instructions that taxation should be made
as is done on normal business/profession.

The Company filed appeals with the Appellate Tribunal Inland Revenue (ATIR) against the ACIR's & CIR(A) refusal
to treat the Company funding from Government as Government Grants and its operations not of welfare
organizations. The decision of the ATIR is pending.

Further, management believes that it is not chargeable to tax as the objective of incorporation of the Company is to
purse and implement the objective of the telecom policy announched by Federal Government (FG) to develop
communication network in unserved and underserved areas, for this purpose it intends to obtain tax exemption from
FG and is hopeful of successful outcome.

Also, based upon the advice of its tax advisors, is confident of a favorable outcome of the above cases. Accordingly,
no provision in this regard has been recognized.

In respect of the Tax Year 2013, the Officer Inland Revenue (OIR) raised a demand of Rs.139,511,568, under
section 161/205 of the Income Tax Ordinance 2001, alleging short payment of withholding tax. On an appeal filed by
the Company, the CIR(A) set-aside the order on September 30, 2015 and directed the OIR to re-examine the matter,
which is pending.

There are some litigations filed against the USF, in which the Company is involved as proforma
defendant/respondent and has no direct financial impact even if cases are decided against USF. Further litigations
filed by Company or where Company is Petitioner/Appellant, management is of the opinion that USF has good prima
facie cases and cases are likely to be decided in favor of Company and so no provision is made for these litigations
in these financial statements.

June 30, 2020 June 30, 2019

ADMINISTRATIVE AND GENERAL EXPENSES Note Rupees
Salaries and benefits 15.1 281,893,291 244,160,554
Training & HR development 2,366,574 1,371,550
Legal and professional charges 22,358,480 1,244 650
Rent 31,508,400 29,598,800
Utilities and office supplies 2,543,253 2,209,624
Communication charges 1,293,483 1,085,856
Entertainment 718,728 778,534
Traveling 11,666,274 20,528,196
Printing and stationery 1,748,646 1,545,754
Vehicle fuel expenses 10,174,291 9,450,500
Repairs and maintenance 5,204,257 1,567,364
Advertisement 8,547,563 7,820,094
Depreciation 4 9,838,251 12,180,118
Amortization of intangible asset 5 9,750,795 2,846,945
Auditors' remuneration 15.2 446,000 240,000
Insurance expense 2,572,881 1,874,774
Bank charges 20,318 20,298

402,651,485 338,523,611

Salaries and benefits include Rs.24,025,910 (2019: Rs.15,872,098) charged in respect of defined benefit scheme.

June 30, 2020 June 30, 2019
Rupees

Auditors' remuneration:
Annual audit fee 200,000 125,000
Interim audit fee 100,000 60,000
Review of Code of Corporate Governanace 50,000 55,000
Out of pocket expense 35,000 -
Sales tax 61,000

446,000 240,000
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18.1

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

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

The Board of Directors has overall responsibility for the establishment and oversight of the 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 reflect 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.

Credit risk

Credit risk is the risk which arises with the possibility that one party to a financial instrument will fail 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 its exposure to credit risk by maintaining bank account only with counterparties that
have a credit rating of at least A1 and A. Considering the high credit rating, the credit risk in respect of
bank balance is considered to be low. The Company's other financial assets are not significant to its

operations. The carrying values of financial assets represents the maximum credit exposure at the
reporting date are as follows:

June 30, 2020 June 30, 2019
====---- Rupees ---------

Long term deposits 127,500 127,500
Long term advances 2,267,085 498,259
Advances 1,891,923,984 504,941,286
Interest accrued 133,093,896 85,152,640
Other receivables 1,096,216,888 1,096,016,872
Bank balance 2,877,897,060 3,713,319,544

6,001,526,413 5,400,056,101

The credit quality of financial assets, for which the counter party is a bank, can be assessed by reference

to external credit ratings as shown below:
June 30, 2020

-------- Rupees

Rating
Agency
AAA/A-1+ JCR-VIS/PACRA

Bank name: Rating

National Bank of Pakistan

June 30, 2019

Bank balance 2,877,897,060 3,713,319,544
Interest accrued 133,093,896 85,152,640
3,010,990,956 3,798,472,184

The management believes that no expected credit loss allowance is required in respect of these financial

assets unless explicitly stated in the respective notes.
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Liquidity risk

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

The maturity profile of the Company’s financial liabilities based on the contractual amounts is as follows:
Maturity over

Carrying Contractual Maturity up to 1 yoor and
amount cash flows 1 year up to 5 years
eesseeaaee—-Rupees.
June 30, 2020
Project subsidy payable 115,763,726 115,763,726 115,763,726 -
Technical auditor fee payable 102,741 102,741 102,741 -
Payable to suppliers 7,192,302 7,192,302 7,192,302 -
Accrued liabilities 2,370,924 2,370,924 2,370,924 -
Earnest money 101,010,000 101,010,000 101,010,000 -
Rent Payable 10,502,000 10,502,000 10,502,000
Payable to Gratuity fund 16,787,416 16,787,416 16,787,416

253,729,109 253,729,109 253,729,109 -

June 30, 2019

Project subsidy payable 175,232,895 175,232,895 175,232,895 -
Technical auditor fee payable 102,741 102,741 102,741 >
Payable to suppliers 9,557,086 9,557,086 9,557,086 -
Accrued liabilities 3,593,281 3,593,281 3,593,281 -
Earnest money 181,545,000 181,545,000 181,545,000 -
Rent Payable 10,502,000 10,502,000 10,502,000

Payable to Gratuity fund 5,273,612 5,273,612 5,273,612

385,806,615 385,806,615 385,806,615 -

Itis not expected that the cash flows included in the maturity analysis would occur significantly earlier or at
significantly different amounts.

Market risk

The risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes
in market prices, due to changes in market sentiments, speculative activities, supply and demand of
securities and liquidity in the market. Market risk comprises of three types of risk: currency risk, interest
rate risk and other price risk. The Company is not significantly exposed to market risk.

Currency risk

Currency risk is the risk that the value of financial asset or a liability will fluctuate due to a change in foreign
exchange rates. It arises mainly where receivables and payables exist due to transactions entered into
foreign currencies.

The Company is not exposed to currency risks as it has no transaction in foreign currency.

18.3.2 Interest rate risk

Interest rate risk represents the risk that the fair value or future cash flow of a financial instrument will
fluctuate because of changes in market interest rate.

The Company has no significant long-term interest bearing financial asset and liability whose fair value or
future cash flows will fluctuate because of changes in market interest rates.

Financial assets include Rs. 2,877,897,060 (2019: Rs. 3,713,319,544) which earn interest. Applicable
interest rates for financial assets have been indicated in note 10.1.

As the interest rates on the Company's financial assets are fixed, there is no exposure to any fluctuation in
future cash flows.

Fair value sensitivity analysis for fixed rate instruments
The Company does not hold any financial asset at fair value through profit and loss. Therefore a change in
interest rate at reporting date would not affect income and expenditure account of the Company.
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Price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because
of changes in market prices (other than those arising from interest rate risk or currency risk), whether
those changes are caused by factors specific to the individual financial instrument or its issuer, or factors
affecting all similar financial instruments traded in the market.

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-setting of financial assets and liabilities
The Company does not off-set any of its financial assets and financial liabilities.
Determination of fair values

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

Capital risk management

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

TRANSACTIONS AND BALANCES WITH RELATED PARTIES

The Company is governed by the Ministry of Information Technology, Government 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, directors and executives is disclosed in note 20 to these financial statements. Balances with
related parties are disclosed in note 7, 13 and 16 to the financial statements and significant transactions
with related parties are as follows:

June 30, 2020 June 30, 2019
Note Rupees
State-controlled entities
- MolT- grant received during the year 4,890,000,000 6,949,000,000
Associate due to common directorship
Subsidy grant disbursement 16
- Pakistan Telecommunication Company Limited 599,894,680 377,427,300
- Pak Telecom Mobile Limited (Ufone) 1,322,100,387 3,176,159,452
- Pakistan Mobile Communication Limited-Jazz - 45,101,418
- Telenor Pakistan Private Limited-Telenor 3,063,415,965 -
4,985,411,032 3,598,688,170

USF Employees' Gratuity Fund
Contributions paid by the Company 13 12,512,106 17,677,638




20 REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES

Chief Executive Directors Executives
30-Jun-20 30-Jun-19 30-Jun-20 30-Jun-19 30-Jun-20 30-Jun-19
Rupees
Meeting fee - - 2,740,000 284,000 - -
Managerial remuneration 1,599,315 11,017,500 - = 83,751,751 64,377,779
Allowances 1,129,426 8,112,433 - - 69,880,835 58,399,945
Bonus 4,407,000 1,300,000 - . 24,064,141 16,527,388
7,135,741 20,429,933 2,740,000 284,000 177,696,727 139,305,112
Number of persons 1 1 9 9 33 29

20.1 Allowances includes monetization allowance, amounting to Rs. 11,619,688 (2019: Rs. 11,761,250) provided in
lieu of the Company maintained car to the entitled employees. Further, the Chief Executive Officer is also entitled
to gratuity on leaving the Company.

20.2 The Directors of the Company were not paid any remuneration during the year except for the meeting fee.

21 NUMBER OF EMPLOYEES June 30, 2020 June 30, 2019
Employees at the year end (Number) 88 88
Average employees during the year (Number) 88 88

22  DATE OF AUTHORIZATION FOR ISSUE

These financial statements were authorized for issue by the Board of Directors of the Company on
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23 GENERAL

Figures in these financial statements have been rounded off to the nearest rupee unless otherwise stated.
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