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E-FINANCE

When USF installed the towers in my hometown, Taunsa, it opened great
opportunities for everyone to start digital businesses. Taking one such
opportunity, | decided to become a JazzCash Retailer.

Being a JazzCash Retailer, my business has flourished. Before, everyone had to
wait in a long line at the post office to pay utility bills or send money. Now, they
just visit my shop, conveniently saving their time and effort. Whether it is
transferring money or paying bills, the town people directly turn to my shop
because they know JazzCash is fast and convenient.

My kids are studying in another town, so | pay their fees and send them money via
JazzCash as well. With the Internet coming to our town, things have improved
considerably. Thank you, Jazz and USF, for enabling us with the power of digital.

Muhammad Adnan
D.G Khan
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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, 2022

1

STATUS AND ACTIVITIES

The Universal Service Fund (the Company) was incorporated in Pakistan on December 12, 2006 as a
public company, limited by guarantee, not having a share capital and as a not- for- profit organization
licensed under section 42 of the repealed Companies Ordinance, 1984 (repealed through the enactment of
the Companies Act, 2017). The Company was formed under Section 10 of the Universal Service Fund
Rules, 2006 (the Rules) and its registered office is located at office # 310-312, 3td Floor, Evacuee Trust
Complex, F-5/1, Islamabad.

Pursuant to Section 16 of the Rules, operations of the Company are funded by the Ministry of Information
Technology and Telecommunication (MoIT&T), Government of Pakistan 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 Public Account of the Federal Government which is maintained and operated by
MolIT&T. A Non-Lapsable assignment account is maintained by USF Compnay for withdrawal of funds.
The primary objective of the Company is to plan, develop, finance and execute communication network
projects and setvices to un-served or undet-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.

The Company is certified from Pakistan Centre for Philanthropy (PCP), a certifying body for all local and
international NGOs having certification No. PCP- 2021/871, dated August 10, 2021 to August 10, 2024,

BASIS OF PREPARATION

2.2

2.3

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.

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

¥

presentation currency.
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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, 2022

3 NEW AND REVISED STANDARDS AND INTERPRETATIONS
Following are the standards, amendments and interpretations to existing standards that ate not yet effective
and have not been eatly adopted by the Company. These standards, amendments and interpretations are
anticipated to have no significant impact on the Company's Financial Statements other than certain
additional disclosures.

Effective date
(annual periods
beginning on or
after)

IAS 1 Presentation of Financial Statements (Amendments) January 01, 2023
IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors January 01, 2023
IAS 12 Income Taxes (Amendments) January 01, 2023
IFRS 4 Insurance Contracts (Amendments) January 01, 2023
IAS 16 Propetrty, Plant and Equipment (Amendments) January 01, 2022
IAS 37 Provisions, Contingent Liabilities and Contingent Assets (Amendments) January 01, 2022
IAS 41 Agriculture (Amendments) January 01, 2022
IFRS 3 Business Combinations (Amendments) January 01, 2022
IFRS 9 Financial Instruements (Amendments) January 01, 2022
IFRS 16 Leases (Amendments) January 01, 2022
The following new standards and interpretations have been issued by the International Accounting
Standards Board (LASB), which have not been adopted locally by the Secutities and Exchange Commission
of Pakistan (SECP):
IFRS 1 First Time Adoption of International Financial Reporting Standards
IFRS 17 Insurance Contracts
The following interptetation issued by the International Accounting Standards Board (IASB) has been
waived by the Securities and Exchange Commission of Pakistan (SECP):
IFRIC 12 Service Concession Atrangements

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES
The accounting policies have been applied consistently to all periods presented in these Financial
Statements.

4.1 Operating fixed assets

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 5.2. 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 similat 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. W(
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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, 2022

4.2
421

4.2.2

4.3

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

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 patt 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 undetlying asset or to restore the
undetlying 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 certain remeasurement of lease liability.

Right-of-use assets are depreciated over their expected useful lives using the straightline 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 amortized 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 recognized as adjustments to the cartying 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 income and expenditure statement over the lease period so as to produce a constant
petiodic 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 ate 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 cartied 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 6. In respect of additions and disposal of intangible
assets during a year, amortization is charged to income and expenditure statement from the month of
acquisition and up to the month preceding the disposal of such intangible assets.

Gains and losses adsing 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 ot 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
approptiate, and treated as a change in accounting estimate. *
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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, 2022

4.4

4.5

4.6

4.7

4.8

4.9

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 diffetence between the
asset’s recoverable amount and its catrying 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)

The management is following deferral method of accounting for amount received from MoIT&T and
included in the fund balance. Any income earned on these funds is also included in the fund. Expenditure
incurred, as reduced by the income earned on these funds, is transferred from the fund balance to the
income and expenditure statement to match the net expenditure incurred duting the year.

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 acquired, is then recognized in the income and expenditure

statement.

Trade and other payables
Creditors and other payables ate 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. The
latest actuarial valuation was carried out as at June 30, 2022, details ate given in the note 16.2 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.

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. The Company is subject to 100% tax credit as per section 100C of
Income Tax Ordinance (ITO). 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
MolT&T as grant. The Company has applied to Commissioner for getting recognition under section 2(36)
of Income Tax Ordinance, 2001 as a not for profit entity for the tax year ended on June 30, 2022.
Management and its tax advisor are confident that such approval will be obtained due to which no
provision for taxation has been made in these financial statements.

-
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UNIVERSAL SERVICE FUND

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

FOR THE YEAR ENDED JUNE 30, 2022

(i)

- 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 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 amortized 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 ctedit tisk on other financial instruments of the same debtor;

- an actual or expected significant adverse change in the regulatory, economic, ot 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.

Definition of default:

The Company considers the following as constituting an event of default for internal credit risk
management purposes as historical expetience 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 2 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.

Credit-impaired financial assets:

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 ot contractual reasons relating to the borrower’s financial
difficulty, having granted to the borrower a concession(s) that the lendet(s) would not otherwise consider;
(d) it is becoming probable that the borrower will enter bankruptcy or other financial reorganization; or

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

Wirite-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 recognized in income and expenditure statement.

¥
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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, 2022

)

(i) Financial liabilities at FVTPL

Financial liabilities at FVIPL are stated at fair value, with any gains or losses arising on changes in fair
value recognized in the statement of income and expenditure to the extent that they are not part of a
designated hedging relationship. The net gain or loss recognized in the income and expenditure statement
incotporates any interest paid on the financial liability.

However, for financial liabilities that are designated as at FVIPL, 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 recognized 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 cteate or enlarge an accounting mismatch income and
expenditure statement. The remaining amount of change in the fair value of liability is recognized 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 income and
expenditure statement; 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 FVIPL are recognized in income and expenditure statement.

Financial liabilities measured subsequently at amortized cost
Financial labilities that are not designated as FVIPL, are measured subsequently at amortized cost using
the effective interest method.

The effective interest method is a2 method of calculating the amortized 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 amortized cost of a
financial liability. '
Derecognition of financial liabilities:

The Company derecognizes financial liabilities when, and only when, the Company’s obligations are
discharged, cancelled or have expired. The difference between the carrying amount of the financial liability
derecognized and the consideration paid and payable is recognized in income and expenditure statement.

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 bass.

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 tate 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.

¥
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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, 2022

4.15

4.16

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 ot 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 ate 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 recurting 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 petiod.

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, charactedstics and risks of the asset ot
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.

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 pedod 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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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, 2022

4.16.1 Property, equipment and intangible assets
The Company reviews the approprateness 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.
4.16.2 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.
416.3 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 ate in accordance with the law, the related amounts
are disclosed as contingent liabilities.
4.16.4 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.
June 2022 June 2021
5 PROPERTY AND EQUIPTMENT Rupees Rupees
Note )
Right of use assets 5.1 25,135,086 46,679,457
Operating fixed assets 5.2 72,199,452 78,349,135
97,334,538 125,028,592
5.1 Right of use (ROU) assets
Cost
Opening balance as at July 01 64,633,094 -
Additions - 64,633,094
Disposals 5.1.1 - -
Closing balance as at June 30 64,633,094 64,633,094
Accumulated depreciation
Opening balance as at July 01 (17,953,637) -
Charge for the year (21,544,371) (17,953,637)
Disposals - -
Closing balance as at June 30 (39,498,008) (17,953,637)
Net book value at June 30 25,135,086 46,679,457
Depreciation rate per annum 3 yeats
511  Depteciation for the year is charged to administrative and general expenses (tefer to note 18).
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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, 2022

7 LONG TERM DEPOSITS

This includes security deposits amounting to Rs. 4.008 million (June 30, 2021: Rs. 4.008 million) equals to
two months office rent on the basis of 16,197 Sqft office area at Rs. 120 per Sqft and 1,006 Sqft at Rs. 60
per Sqft of common area amounting to Rs. 2,004,000 per month on the 3rd floor in the Evacuee Trust
Complex, F - 5/1, Islamabad.

June 2022 June 2021

8 LONG TERM ADVANCES (Rupees) (Rupees)
Advance against gratuity balance to employees 7,880,230 6,318,413
Cutrent portion (5,313,018) (5,052,993)
2,567,212 1,265,420

8.1 This represents advances issued against employees' gratuity in accordance with Company's service rules with
repayment terms of maximum twenty four (24) months and carries no markup.

June 2022 June 2021
9 ADVANCES Note (Rupees) (Rupees)
Considered good - secured
To employees
- against gratuity - current portion 5,313,018 5,052,993
- against expenses 278,187 97,748
Advance against projects 94 4,837,742,852 3,126,966,902
To suppliers/employee 50,000 -
4,843,384,057 3,132,117,643

9.1 This represents unutilized portion of advances paid to service providers, in respect of following projects.
The advances are secured against bank guarantees.

June 2022 June 2021
Advances to related parties: (Rupees) {Rupees)
PTML-NG-BSD Gwadar - 90,000,000
PTML-NG-BSD Kech 55,320,454 368,803,021
PTML-NG-BSD Killa Saifullah 692,365,800 -
PTML-NG-BSD Lotralai 508,351,940 -
Telenor-NG- BSD Chitral - 274 417,010
Telenot-NG-BSD Bahawalpur - 85,926,925
Telenor-NG-BSD Small Lot S3 - 16,942,374
Telenor-NG-BSD Chaghi 86,762,344 -
Telenor-NG-BSD Buner 407,562,150 -
Telenor NG-BSD Jhang 451,319,841 -
Telenor NG-BSD Small Lot S6 73,283,201 -
PTCL-OFC-UC-SD-Lot-1 - 262,000,000
PTCL-OFC-UC-SD-Lot-2 - 351,293,163
PTCL-OFC-UC-SD-Lot-3 - 420,000,000
PTCL-OFC FATA PACKAGE-2 211,967,617 511,972,996
PTCL-OFC-UC-PB-Lot-6 93,200,000 -
PTCL-OFC-UC-PB-Lot-7 47,500,000 -
PTCL-OFC-UC-PB-Lot-8 104,978,843 -
PTCL-OFC-UC-PB-Lot-10 237,256,249 -
PTCL-OFC-UC-PB-Lot-12 249,367,123 -
PTCL-OFC-SMALL LOT-3 47,000,000 -
PTCL-OFC-UC-SD-LOT-11 289,800,000 -
PTCL-OFC-UC-BL-LOT-13 392,254,624 -
¥
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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, 2022

June 2022 June 2021
Advances to other than related parties: (Rupees) (Rupees)
PMCL-BSD South Wazitistan - 5,405,781
PMCL-NG-BSD Ghotki - 23,457,517
PMCL-NG-BSD Jhelum - 50,944,193
PMCL-NG-BSD Pishin 22,313,829 =
PMCL-NG-BSD NH&MW M-5 30,958,018 -
PMCL-NG-BSD TD-K1 196,876,286 -
PMCL-NG-BSD TD-K2 85,111,064 =
PMCL-NG-BSD Mianwali 47,973,914 -
PMCL-NH&MW-Hakla-DIKhan 33,782,118 -
PMCL-Small Lot Punjab-10 4,520,388 -
PMCL-Small Lot Islamabad-2 2,204,742 -
PMCL-Sialkot 124,960,439 -
PMCL-Nankana Sahib 93,779,545 E
PMCL-Lodhran 237,986,913 -
PMCL-NH&MW Lot-8 (M-4) 8,985,410 -
Nayatel-OFC-UC-PB-Lot-4 - 316,000,000
Nayatel-OFC-UC-PB-Lot-5 - 345,000,000
CM PAK-NG BSD Small Lot S4 - 4,803,922
4,837,742,852 3,126,966,902
10 SHORT-TERM PREPAYMENTS
Insurance 2,096,584 1,763,588
Others 5,192,990 8,080,678
7,289,574 9,844,266
11 OTHER RECEIVABLES
Secured - considered good
PTCL Mastung 281,929,919 281,929,919
PTCL OFC BP-05 1,387,060,677 1,387,060,677
PTCL BB HTR 53,193,552 53,193,552
Others 54,660 54,660
11.1 & 17.1.4 1,722,238,808 1,722,238,808

11.1 This includes receivables against late delivery charges amounting to Rs. 1,636.801 million and receivable
against descoping from Pakistan Telecommunication Company Limited (PTCL) amounts Rs. 85.383 million.
Late delivery charges are recognized on delay in implementation of projects milestones as per contracts.
PTCL has filed law suits in District Court Islamabad against the balances as detailed in note 17.1.4 to the
financial statements. Receivable from PTCL ate secured against performance bank guarantee provided by
PTCL amounting to Rs. 1.946 billion.

1.2  Maximum outstanding balance at end of any month during the year amounts to Rs. 1,722.238 million (2021:
Rs. 1,722.238 million).

11.3  Aging of other receivables at reporting date is as follows;

June 2022 June 2021
Rupees Rupees
Past due 1-30 days = -
Past due 30-90 days - -
1,722,238,808 1,722,238,808

Past due 90 days

1,722,238,808

1,722,238,808

¥
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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, 2022

June 2022 June 2021
15 LEASE LIABILITY Rupees Rupees
Opening balance 44,219,726 =
Add: Addition during the year - 64,633,094
44,219,726 64,633,094
Interest expense 2,841,533 3,634,632
Less: Lease payments ~ (24,048,000) (24,048,000)
23,013,259 44,219,726
As at June 30,
Less: Current lease liabilities (23,013,259) (24,048,000)
Non-current liabilities - 20,171,726
Maturity analysis - contractual undiscounted cash
flows:
Less than one year 24,048,000 24,048,000
More than one year and less than five years - 24,048,000
Total undiscounted lease 24,048,000 48,096,000
Future finance charges (1,034,741) (3,876,274)
Present value of lease payments 23,013,259 44,219,726
Amount recognized in statement of income and expenditure
Interest expense on lease liabilities 2,841,533 3,634,632
16 TRADE AND OTHER PAYABLES Note
Project subsidy 16.1 & 17.1.4 1,059,493,635 2,762,587,102
Technical and monitorng auditor fee 15,262,439 4,556,178
Payable to suppliers 11,036,449 8,294,103
Accrued liabilities 5,360,783 2,523,129
Withholding income taxes payable 1,195,402 -
Withholding sales tax payable 557,962 =
Payable to gratuity fund 16.2 5,432,099 12,662,038
Earnest money 100,000 210,000
1,098,438,769 2,790,832,550

¥
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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, 2022

16.1 This includes an amount of Rs. 1,059.49 million (June 30, 2021: 2,503.31 million) payable to related
parties which also includes the amount payable to PTCL amounting to Rs. 675.947 million (June 30, 2021:
674.213 million). The Company is in litigation with PTCL on receivable and payables as explained in

notes 17.1.4 to the financial statements.

June 2022 June 2021
16.2 Payable to gratuity fund Rupees Rupees
The movement in net liability is as follows:
Balance at beginning of the year 12,662,038 16,787,416
Charge for the year 17,199,985 14,158,734
Remeasurement loss 4,889,349 5,934,437
Contribution (29,319,273) (24,218,549)
Balance at end of the year 5,432,099 12,662,038
16.3 The details of actuarial valuation carried out as at June 30, 2022 are as follows:
June 2022 June 2021
16.3.1 Reconciliation of payable to gratuity fund Note Rupees Rupees
Present value of the defined benefit obligation 98,676,438 91,943,017
Fair value of the plan assets (93,244,339) (79,280,979)
5,432,099 12,662,038
16.3.2 Change in the present value of defined benefit
obligation )
Opening balance 91,943,017 87,489,648
Current service cost 16.3.3 17,404,739 13,888,116
Interest cost on defined benefit obligation 16.3.3 8,337,444 7,159,905
Benefits paid 16.3.5 (21,204,197) (16,665,462)
Benefits due but not paid - (3,505,077)
Actuasial loss 2,195,435 3,575,887
98,676,438 91,943,017
16.3.3 Expense chatrge for the year is as follows:
Current service cost 17,404,739 13,888,116
Interest expense 8,337,444 7,159,905
Interest income on plan assets (8,542,198) (6,889,287)
Interest income - net (204,754) 270,618
Expense chargeable to income and expenditure 17,199,985 14,158,734
16.34 'Total remeasurement chargeable to other June 2022 June 2021
comprehensive income Rupees Rupees
Remeasurement of plan obligations
Actuatial losses from changes in demographic assumptions 840,312 -
Actuarial losses from changes in financial assumptions 616,784 180,360
Remeasurement loss on defined benefit plan 738,339 3,395,527
2,195,435 3,575,887
Return on plan assets excluding the intetest income 2,693,914 2,358,550
4,889,349 5,934 437
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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, 2022

16.3.5 Change in fair value of plan assets

16.3.6

16.3.7

16.3.8

Opening balance

Interest income

Contribution made directly to gratuity fund

Benefits paid

Benefits due but not paid

Return on plan assets, except amount included in interest

Major categories of the plan assets as a percentage of total plan assets are as follows:

Cash and other deposits:
-Bank A/c

-Percentage

The principal actuarial assumptions used were as follows:

79,280,979 70,702,232
8,542,198 6,889,287
29,319,273 24,218,549
(21,204,197) (16,665,462)
- (3,505,077)
(2,693,914) (2,358,550)
93,244,339 79,280,979
June 2022 June 2021
Rupees Rupees
93,244,339 79,280,979
100% 100%

Actuarial valuation of the plan was carried out as at June 30, 2022, by an independent valuer using

projected unit credit method, on following assumptions:

Discount rate used for interest cost in Income and Expenditure
charge

Discount rate used for year end obligation

Salary increase used for year end obligation

Salary increase FY 2022 onward

Next salaty is increased on

Mortality rates
Withdrawal rates

Retirement assumption
Estimated expenses to be charged to income and
expenditure

Current service cost
Interest cost on defined benefit obligaton

Interest income on plan assets

June 2022 June 2021
10.25% 9.25%
13.25% 10.25%

N/A 9.75%
12.75% 9.75%
1-Jul-22 1-Jul-21

SLIC 2001-2005

SLIC 2001-2005

Setback 1 year Setback 1 year
Age-Based Age-Based
(per appendix) (per appendix)
Age 60 Age 60
2023 2022
Rupees Rupees
18,684,948 16,600,577
12,670,842 9,209,252
(13,893,490) (9,152,594)
17,462,300 16,657,235

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

obligation as at June 30, 2022 would have been as follows:
June 2022

June 2021

Present value of obligation

1% Inctease 1% decrease

Present value of obligation

1% Increase

1 % dectrease

------ Rupees------ Rupees
Discount rate 89,848,658 108,814,360 82,435,952 103,033,734
Salary increase rate 108,936,932 89,584,513 103,120,919 82,189,169
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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, 2022

June 2022 June 2021
18.2 Auditors' remuneration: Rupees Rupees

Annual audit fee 187,500 160,000
Interim audit fee 100,000 75,000
Review of Code of Corporate Governance 75,000 25,000
Out of pocket expense - 21,121
Sales tax 58,000 44,979

420,500 326,100

¥
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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, 2022

22.2 Liquidity risk

22,3

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with
financial labilities. The Company's approach to managing liquidity is to ensute, as far as possible, that it
will have sufficient liquidity to meet its liabilides 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 ———
amount cash flows 1year
up to 5 years
Rupees

June 30, 2022
Project subsidy payable 1,059,493,635 1,059,493,635 1,059,493,635 -
Technical auditor fee payable 15,262,439 15,262,439 15,262,439 -
Payable to suppliers 11,036,449 11,036,449 11,036,449 -
Accrued liabilities 5,360,783 5,360,783 5,360,783 -
Earnest money 100,000 100,000 100,000 -

1,091,253,306  1,091,253,306 1,091,253,306 .-

June 30, 2021

Project subsidy payable 2,762,587,102  2,762,587,102  2,762,587,102 -
Technical auditor fee payable 4,556,178 4,556,178 4,556,178 -
Payable to suppliers 8,294,103 8,294,103 8,294,103 -
Accrued liabilities 2,523,129 2,523129 2,523,129 -
EBarnest money 210,000 210,000 210,000 .

2,778,170512  2,778,170,512 2,778,170,512 -

It is 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 martket sentiments, speculative actvities, 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 tisk. The Company is not significantly exposed to market risk.

22.3.1 Currency risk

Cutrrency 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 curtency tisks as it has no transaction in foreign currency.

22.3.2 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. 244,904 (June 30, 2021: Rs. 11,367,478) which earn interest. Applicable
interest rates for financial assets have been indicated in note 12.2.

As the interest rates on the Company's financial assets are fixed, there is no exposure to any fluctuation in
future cash flows. ‘F
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Statement of Compliance with the Public Sector Companies (Corporate
Governance) Rules, 2013

Name of company: UNIVERSAL SERVICE FUND COMPANY

Name of the line ministry: MINISTRY OF INFORMATION TECHNOLOGY &
TELECOMMUNICATION

For the year ended: June 30, 2022

I.  This statement presents the overview of the compliance with the Public Sector Companies
(Corporate Governance) Rules, 2013 (hereinafter called “the Rules”) issued for the purpose of
establishing a framework of good governance, whereby a public sector company is managed in
compliance with the best practices of public sector governance.

Il. The company has complied with the provisions of the Rules in the following manner:

FS. Provision of the Rules Rule Y | N
No. no. Tick the relevant box
1. | The independent directors meet the criteria of 2(d)
Proposal for

independence, as defined under the Rules. 5
amendments in

Universal Service Fund
Rules has been sent to
the line Ministry to align
with  requirements  of

Public Sector
Companies (Corporate
Governance) Rules

2013.The proposal has
been forwarded to Law
Ministry for approval of
Rules change.

2. | The Board has at least one-third of its total members as 3(2) Proposal for

independent directors. At present the Board includes: amendments  in
Universal Service

Fund Rules has

Category Names Date of been sent tc the
appointment line  Ministry to
ln-dependent N/A N/A ?;I(?Sirements W'E::
sl Public Sector
Executive Directors 1. Mr. Haaris 11th August, Companies
Mahmood 2020 {Corporate
Chaudhary, CEO USF Governance)
Rules 2013.The

proposal has been
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Non-Executive
Directors

Mohsin
Mushtaq
Chandna
Chairman
USF Board

Amir Azeem
Bajwa,
Chairman
PTA

Mr. Muhammad
Omar Malik,
Member
Telecom

CEO, NITB

Mr. Imran
Akhtar Shah
Vice
President
Super Net
Pvt. Ltd,
Nominee for
Data
Licensees

Kaukab Igbal
Chairman
Consumers
Group

Nominee of
Fixed Line
Licensees

Mr. Irfan
Wahab
Khan, CEO
Telenor,
Nominee for
Mohile
Cellular
Licensees

27t April,
2022

18th July 2019

27t August 2020

Vacant

18th July 2019

18th July 2019

Vacant

18th July, 2019

forwarded to Law
Ministry for
approval of Rules
change.

The directors have confirmed that none of them is serving
as a director on more than five public sector companies and
listed companies simultaneously, except their subsidiaries.

3(5)

v
Declaration
in SECP
Form 28 &
29 is
provided.
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The appointing authorities have applied the fit and proper
criteria given in the Annexure to the Rules in making
nominations of the persons for election as Board members
under the provisions of the Act.

3(7)

v
Declaration
in SECP Form
28& 29is
provided.

The chairman of the Board is working separately from the
chief executive of the Company.

4(1)

The chairman has been elected by the Board of directors
except where Chairman of the Board has been appointed by
the Government.

4(4)

N/A

The Board has evaluated the candidates for the position of
the chief executive on the basis of the fit and proper criteria
as well as the guidelines specified by the Commission.

(Not applicable where the chief executive has been

nominated by the Government)

5(2)

v
Refer to
minutes of
Nomination
Committee &
71st BoD
Meeting

(a) The company has prepared a “Code of Conduct” to
ensure that professional standards and corporate values
are in place.

(b) The Board has ensured that appropriate steps have
been taken to disseminate it throughout the company along
with its supporting policies and procedures, including

posting the same on the company’s website.
USF | Universal Service Fund Pakistan

(c) The Board has set in place adequate systems and
controls for the identification and redressal of grievances
arising from unethical practices.

5(4)

v

The Board has established a system of sound internal
control, to ensure compliance with the fundamental
principles of probity and propriety; objectivity, integrity and
honesty; and relationship with the stakeholders, in the
manner prescribed in the Rules.

5(5)

10

The Board has developed and enforced an appropriate
conflict of interest policy to lay down circumstances or
considerations when a person may be deemed to have
actual or potential conflict of interests, and the procedure
for disclosing such interest.

5(5)(b
) (ii)

1L,

The Board has developed and implemented a policy on
anti-corruption to minimize actual or perceived corruption

in the company.

5(5)(b)
(vi)
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12.| The Board has ensured equality of opportunity by | 5(5)(c)
establishing open and fair procedures for making (if)
appointments and for determining terms and conditions of
service.
13.| The Board has ensured compliance with the law as well as | 5(5)(c)
the company’s internal rules and procedures relating to |  (iii)
public procurement, tender regulations, and purchasing
and technical standards, when dealing with suppliers of
goods and services.
14.| The Board has developed a vision or mission statementand| 5(6)
corporate strategy of the company.
15.| The Board has developed significant policies of the 5(7)
company. A complete record of particulars of significant
policies along with the dates on which they were approved
or amended, has been maintained.
16.| The Board has quantified the outlay of any action in 5(8) The board has quantified the
respect of any service delivered or goods sold by the outlay in respect of services to
Company as a public service obligation and submitted its be delivered by USF Co.
. ; i However, request for
request for appropriate compensation to the Government i S
) ! compensation in this regard is
for consideration. not submitted to GOP. The
company is compensated out
of a Special Purpose Fund,
which is collected by levying a
charge on the adjusted gross
revenue of contributing
telecom and broadband
service providers.
17.| The Board has ensured compliance with policy directions| 5(11)
requirements received from the Government.
18.| (a) The Board has met at least four times during the| 6(1)
year.
(b) Written notices of the Board meetings, along with
agenda and working papers, were circulated at| 6(2)
least seven days before the meetings.
{c) The minutes of the meetings were appropriately| g(3)
recorded and circulated. J
19.| The Board has monitored and assessed the performance | 8(2)

of senior management on annualfhalf-yeary/guarterly
basis* and held them accountable for accomplishing
objectives, goals and key performance indicators set for
this purpose.

¥ Strike out whichever is not applicable
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20.

The Board has reviewed and approved the related party
transactions placed before it after recommendations of
the audit committee. A party wise record of transactions
entered into with the related parties during the year has
been maintained.

21,

(a) The Board has approved the profit and loss account for,
and balance sheet as at the end of, the first, second and third
quarter of the year as well as the financial year end.

(b)In case of listed PSCs, the Board has prepared half yearly
accounts and undertaken limited scope review by the
auditors.

(c)The Board has placed the annual financial statements on
the company’s website.

10

N/A

22,

All the Board members underwent an orientation course
arranged by the company to apprise them of the material
developments and information as specified in the Rules.

11

23.

(a) The Board has formed the requisite committees, as
specified in the Rules.

(b) The committees were provided with written term of

reference defining their duties, authority and composition.

(c) The minutes of the meetings of the committees were

circulated to all the Board members.

(d) The committees were chaired by the following non-

executive directors.

12

Committee Number of Name of Chair
members

Audit & Finance 3 Imran Akhtar

Committee Shah
I—Eisk Management 3 Imran Akhtar

Committee Shah

Human Resources 3 Major Gen (R) Amir

Committee Azeem Bajwa
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Procurement 1 (Total 2-1 vacant) Kaukab Igbal
Committee

Nomination 3 Major Gen (R)
Committee Amir Azeem
Bajwa

24,

The Board has approved appointment of Chief Financial
Officer, Company Secretary and Chief Internal Auditor, by
whatever name called, with their remuneration and terms
and conditions of employment.

13 v

25.

The Chief Financial Officer and the Company Secretary have
requisite gualification prescribed in the Rules

14 v

26.

The company has adopted International Financial Reporting
Standards notified by the Commission in terms of sub-

Lsection (1) of Section 225 of the Act.

16 v

27

The directors’ report for this year has been prepared in
compliance with the requirements of the Act and the Rules
and fully describes the salient matters required to be
disclosed.

28.

The directors, CEQ and executives, or their relatives, are not,
directly or indirectly, concerned or interested in any
contract or arrangement entered into by or on behalf of the
company except those disclosed to the company.

18 v

(a) A formal and transparent procedure for fixing the
remuneration packages of individual directors has been set
in place and no director is involved in deciding his own
remuneration.

(b) The annual report of the company contains criteria
and details of remuneration of each director.

19 v

30.

The financial statements of the company were duly
endorsed by the chief executive and chief financial officer
before consideration and approval of the audit committee
and the Board.

20 v

31.

The Board has formed an audit committee, with defined and
written terms of reference, and having the following
members:

Name of Category T Professional
member background

Imran Akhtar Non-Executive BSc Engineering.
Shah Electrical UET
(Lahore)

21 (1)
and
21(2)
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OUR PROUD
PARTNERS

f( telenor
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