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INDEPENDENT AUDITOR'S REPORT
To the members of Sindh Economic Zones Management Company
Report on the Audit of the Financial Statements
Opinion

We have audited the annexed financial statements of Sindh Economic Zones Management Company (the
Company), which comprise the statement of financial position as at 30 June 2023, and the statement of
income and expenditure, the statement of comprehensive income, the statement of changes in fund, the
statement of cash flows for the year then ended, and notes to the financial statements, including a
summary of significant accounting policies and other explanatory information, and we state that we have
obtained all the 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, the statement of income and expenditure, the statement of comprehensive
income, the statement of changes in fund and the statement of cash flows together with the notes forming
part thereof conform with the accounting and reporting standards as applicable in Pakistan and give the
information required by the Companies Act, 2017 (XIX of 2017), in the manner so required and respectively
give a true and fair view of the state of the Company's affairs as at 30 June 2023 and of the surplus, the
comprehensive income, the changes in fund 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 (the Code) and we have
fulfilled our other ethical responsibilities in accordance with the Code. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion.

Information other than the Financial Statements and Auditor’s Report Thereon

The Directors of the Company are responsible for the other information. The other information comprises
the information inciuded in the annual report, but does not include the financial statements of the Company

and our auditor’s report thereon.

Our opinion on the financial statements of the Company does not cover the other information and we do
not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements of the Company, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements of the Company for our knowledge obtained in the audit or otherwise appears to

be materially misstated.

A member of

Nexia

International



Riaz Ahmad & Company

Chartered Accountants

If, based on the work we have performed, we conclude that there is material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

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.

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

« Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
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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. 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

a)

b)

c)

d)

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

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

the statement of financial position, the statement of income and expenditure, the statements of
comprehensive income, the statement of changes in fund and the statement of cash flows together
with the notes thereon have been drawn up in conformity with the Companies Act, 2017 (XIX of
2017) and are in agreement with the books of account and returns;

investments made, expenditure incurred and guarantees extended during the year were for the
purpose of the Company’s business; and

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 Junaid Ashraf.
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SINDH ECONOMIC ZONES MANAGEMENT COMPANY
(A company set up under section 42 of the Companies Act, 2017)
STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2023

ASSETS

NON-CURRENT ASSETS
Property and equipment
Intangible asset
Right-of-use asset
Long-term deposits

CURRENT ASSETS
Prepayments

Accrued profit

Advance tax-net of provision
Cash and bank balances

TOTAL ASSETS

LIABILITIES

NON CURRENT LIABILITIES
Deferred income relating to project development
Lease liability

CURRENT LIABILITIES

Current portion of lease liability
Due to Government

Liability under Government project
Accrued and other liabllities
TOTAL LIABILITIES

NET ASSETS

REPRESENTED BY:
Accumulated fund

Contingencles and commitments

Note

w0 W~ O

11

12
13

13
14
15
16

17

2023 2022
Rupees Rupees
50,172,670 26,516,934

480,446 s

5,051,238 12,628,096

2,599,640 2,399,640
58,303,994 41,544,670

3,102,945 1,396,736
20,052,556 4,604,095
49,982,077 30,143,824

1,249,999,212 1,087,943,491
1,323,136,790 1,124,088,146
1,381,440,784 1,165,632,816
659,754,160 552,358,456

o 6,044,961

659,754,160 558,403,417

6,044,961 7,980,852
78,899,215 58,523,930

7,376,307 454,362
92,320,483 66,959,144

752,074,643 625,362,561
629,366,141 540,270,255

629,366,141 540,270,255

The annexed notes from 0L to 28 form an integral part of these financial statements.

CHIEF EXECUTIVE OFFICER

—

DIRECTOR

1
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SINDH ECONOMIC ZONES MANAGEMENT COMPANY

(A company set up under section 42 of the Companies Act, 2017)

STATEMENT OF INCOME AND EXPENDITURE
FOR THE YEAR ENDED 30 JUNE 2023

Note
INCOME
Zone's income 18
Interest income
Amortization of grant
EXPENDITURE
Operating expenses 19
Administrative and general expenses 20
Expense related to project development 12
Finance cost on lease lfability 13
Surplus / (deficit) of income over expenditure before tax
Taxation 21

Surplus / (deficit) of income over expenditure after tax

2023 2022
Rupees Rupees
- 2,500,000
193,372,811 56,031,765
128,378,096 25,374,544
321,750,907 83,906,309
72,058,148 48,279,627
30,240,070 21,321,376
128,378,096 25,374,544
678,911 1,232,109
231,355,225 96,207,656
90,395,682 (12,301,347)
1'299,796 =
89,095,886 (12,301,347) l(

The annexed notes from 01 to 28 form an integral pait of these financial statements.

I\PN

CHIEF EXECUTIVE OFFECER

A

P B

DIRECTOR



SINDH ECONOMIC ZONES MANAGEMENT COMPANY
(A company set up under section 42 of the Companies Act, 2017)
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2023

2023 2022

Rupees Rupees
Surplus / (deficit) of income over expenditure after tax 89,095,886 (12,301,347)
Other comprehensive income:
Ttems that will not be reclassified to statement of income and
expenditure - -
Items that may be reclassified subsequently to statement of
income and expenditure - -
Other comprehensive income for the year - -
Total comprehensive income / (loss) for the year 89,095,886 (12,301,347) (

The annexed notes from 01 to 28 form an integral part of these financial statements.

CHIEF EXECUTIVE OFFICER DIRECTOR



SINDH ECONOMIC ZONES MANAGEMENT COMPANY
(A company set up under section 42 of the Companies Act, 2017}
STATEMENT OF CHANGES IN FUND
FOR THE YEAR ENDED 30 JUNE 2023

Accumulated

Fund
Note Rupees
Opening balance as at 30 June 2021 552,571,602
Total comprehensive loss for the year ended 30 June 2022
Deficit of income over expenditure after tax (12,301,347)
Other comprehensive income -
(12,301,347)

Balance as at 30 June 2022 540,270,255
Total comprehensive profit for the year ended 30 June 2023
Surplus of income over expenditure after tax 89,095,886
Other comprehensive income -

89,095,886
Balance as at 30 June 2023 629,366,141 L

The annexed notes from 0 28 form an integral part of these financial statements.

_/Dh——-f?———-\

CHIEF EXECUTIVEbFFICER DIRECTOR




SINDH ECONOMIC ZONES MANAGEMENT COMPANY
(A company set up under section 42 of the Companies Act, 2017)
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2023

2023 2022

Note Rupees Rupees
CASH FLOW FROM OPERATING ACTIVITIES
Surplus / (deficit) of Income over expenditure before tax 90,395,682 (12,301,347)
Adjustments for non-cash items:
Depreciation - operating fixed assets 10,008,559 5,027,416
Amortization - intangible asset 55,154 -
Advance income tax written off 2,854,886 -
Depreciation on right-of-use asset 7,676,858 7,576,858
Finance cost on lease liability 678,911 1,232,109
Interest income (193,372,811) (56,031,765}
Amortization of grant (128,378,096) (25,374,544)
Operating cash used in before working capital changes (210,180,857) (79,871,273)
Working capital changes:
Increase in current assets
Advances and prepayments (1,706,209) (36,832)
Increase in current liabilities
Accrued and other llabilities 6,921,945 76,778
Net working capital changes 5,215,736 39,946
Cash used in operating activities (204,965,121) (79,831,327)
Income tax paid {23,992,935) (8,761,917}
Net cash used in operating activities (228,958,056) (88,593,244)
CASH FLOW FROM INVESTING ACTIVITIES
Purchase of operating fixed assets (31,889,150) (881,005)
Advance against purchase of vehicle (1,775,145) (14,640,855)
Purchase of intangible assets (535,600) -
Interest income received 177,924,350 54,947,036
Security deposit (paid) / received (200,000) 533,100
Net cash flow from investing activities 143,524,455 39,958,276
CASH FLOW FROM FINANCING ACTIVITIES
Fund received from Government 235,773,800 578,231,930
Payment made against lease liabilities (7,980,852) (6,640,403)
Finance cost on lease liabllities against right-of-use assets - -
Amount received against Effluent Treatment Plant 20,375,285 -
Finance cost on lease liabilities against right-of-use assets (678,911)|| (1,232,109
Net cash flow from financing activities 247,489,322 570,359,418
Net increase in cash and cash equivalents 162,055,721 521,724,450
Cash and cash equivalent at inning of the year 1,087,943,491 566,219,041
Cash and cash equival at the end of the year 11 1,249,999,212 1,087,943,491 L

The annexed not:

8 form an integral part of these financial statements.

BN R

DIRECTOR

A\ .

CHIEF EXECUTIVE ORFICER
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SINDH ECONOMIC ZONES MANAGEMENT COMPANY
(A company set up under section 42 of the Companies Act, 2017)
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2023

THE COMPANY AND ITS OPERATIONS:

Sindh Economic Zones Management Company (“the Company”) is incorporated in Pakistan on 30 August
2018 as a public company limited by guarantee not having share capital under Companies Act, 2017. The
Company has been granted license under section 42 of the Companies Act, 2017 as a Company not for

profit.

The geographical location and registered office address of the Company is 2" Floor, Bahria Complex IV,
Khalig-uz-Zaman Road, Gizri, Karachi.

The principal object of the Company is to manage, coordinate, and facilitate the existing Special Economic
Zones in the province of Sindh and to establish and develop new economic zones for rapid industrialization

in the province.

Public private Partnership (PPP) Policy Board of the Government of Sindh (GoS) has accorded
approval to the Company to act as execution agency in respect of following:

| Project Name | Project Address

Dhabeji Special Economic Zone  Dhabeji, Thatta, Sindh

Marble City Near Madinah-ul-Hikmah, Manghopir, Karachi

Khairpur Special Economic Zone  Near Tando Nazar Ali, Main National Highway N5, Khairpur Mir's
BASIS OF PREPARATION
Statement of compliance

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

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

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

. Provision of and directives issued under the Companies Act, 2017.

Where provisions of and directives issued under the Companies Act, 2017 differ from the IFRS 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 as otherwise
stated in these financial statements.

Accounting convention

These financial statements comprises of statement of financial position, statement of income and
expenditure, statement of comprehensive income, statement of changes In fund and statement of cash

6
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4.
4.1

flows together with explanatory notes and have been prepared under the historical cost convention except
for certain financial assets and liabilities which are stated at fair value or amortized cost as applicable.

The financial statements have been prepared following the accrual basis of accounting except for the cash
flow information.

Functional and presentation currency

These financial statements are presented in Pakistan Rupees which is also the Company's functional and
presentation currency. All financial information presented in Pakistan Rupees has been rounded to the
nearest Rupee, unless otherwise stated.

USE OF ESTIMATES AND JUDGEMENT

The preparation of financial statements in conformity with approved accounting standards as applicable in
Pakistan and the Companies Act, 2017, requires management 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 continuously evaluated and are based on historical
experlence including expectation of future events that are believed to be reasonable under the

circumstances.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimates are revised. The areas where required
assumptions and estimates are significant to the Company's financial statements or where judgment was
exercised in application of accounting policies are as follows:

(a) depreciation {Note 5.1}
(b) amortization {Note 5.2}
(c) taxation {Note 5.10}

However, assumptions and judgments made by management in the application of accounting policies that
have significant effect on the financial statements are not expected to result in material adjustment to the
carrying amounts of assets and liabilities in the next year.

NEW AND AMENDED STANDARDS AND INTERPRETATIONS

Standards, amendments and interpretations to International Financial Reporting Standards
('IFRS’) that are effective in the current period and are relevant to the Company

Following amendments to published approved accounting standards are mandatory for the Company’s
accounting periods beginning on or after 01 July 2022:

« Amendments to IAS 16 ‘Property, Plant and Equipment’ - Proceeds before Intended Use'.

« Amendments to IAS 37 ‘Provisions, Contingent Liabilities and Contingent Assets’ - Onerous Contracts —
Cost of Fulfilling a Contract amends IAS 1 ‘Presentation of Financial Statements’.

e Annual improvements to IFRS standards 2018-2020 which amended IFRS 9 ‘Financial Instruments’
and IFRS 16 'Leases’.

« 'Reference to the Conceptual Framework (Amendments to IFRS 3)' published by the International
Accounting Standards Board (IASB) with amendments to IFRS 3 'Business Combinations'.

The above-mentioned amendments to approved accounting standards did not have any impact on the
amounts recognised in prior period and are not expected to significantly affect the current or future

periods.
7



4.2 Standard and amendments to published approved standards that are effective in current
period but not relevant to the Company

There are amendments to published standards that are mandatory for accounting periods beginning on or
after 01 July 2022 but are considered not to be relevant or do not have any significant impact on the
Company's financial statements and are therefore not detailed in these financial statements.

4.3 Amendments to published approved accounting standards that are not yet effective but
relevant to the Company

Following amendments to existing standards have been published and are mandatory for the Company’s
accounting periods beginning on or after 01 July 2023 or later periods:

Classification of liabllities as current or non-current (Amendments to IAS 1 ‘Presentation of Financial
Statements”) effective for the annual period beginning on or after 01 January 2023. These amendments in
the

standards have been added to further clarify when a fiability is classified as current. The standard also
amends the aspect of classification of liability as non-current by requiring the assessment of the entity’s
right at the end of the reporting period to defer the settlement of liability for at least twelve months after
the reporting period. An entity shall apply those amendments retrospectively in accordance with IAS 8
*Accounting Policies, Changes in Accounting Estimates and Errors’.

Disclosure of Accounting Policies (Amendments to IAS 1 ‘Presentation of Financial Statements’ and IFRS
Practice Statement 2 ‘Making Materiality Judgement’) effective for annual periods beginning on or after 01
January 2023. These amendments are intended to help preparers In deciding which accounting policies to
disclose in their financial statements. Earlier, IAS 1 states that an entity shall disclose its ‘significant
accounting policies’ in their financial statements. These amendments shall assist the entities to disclose
their *‘material accounting policies’ in their financial statements.

Deferred Tax related to Assets and Liabilities arising from a Single Transaction (Amendments to IAS 12
‘Income taxes”) effective for annual periods beginning on or after 01 January 2023. These amendments
dlarify how companies account for deferred tax on transactions such as leases and decommissioning

obligations.

Change in definition of Accounting Estimate (Amendments to IAS 8 ‘Accounting Policies, Changes in
Accounting Estimates and Errors) effective for annual periods beginning on or after 1 January 2023, This
change replaced the definition of Accounting Estimate with a new definition, intended to help entities to

distinguish between accounting policies and accounting estimates.

On 31 October 2022, the IASB issued 'Non-current Liabilities with Covenants (Amendments to IAS 1) to
clarify how conditions with which an entity must comply within twelve months after the reporting period
affect the classification of a liability. The amendments are effective for reporting periods beginning on or
after 1 January 2024.

On 22 September 2022, the IASB issued 'Lease Liability in a Sale and Leaseback (Amendments to IFRS
16)' with amendments that clarify how a seller-lessee subsequently measures sale and leaseback
transactions that satisfy the requirements in IFRS 15 to be accounted for as a sale. The amendments are
effective for annual periods beginning on or after 1 January 2024.

On 25 May 2023, the IASB issued 'Suppliers Finance Arrangements (Amendments to IAS 7and IFRS 7)' to
add disclosure requirements, and ‘signposts’ within existing disclosure requirements, that ask entities to }L
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4.4

5.

5.1

5.2

provide qualitative and quantitative information about supplier finance arrangement. The amendments are
effective for reporting period beginning on or after 1 January 2024.

The above amendments and improvements are likely to have no significant impact on the financial
statements.

standards and amendments to approved published standards that are not yet effective and
not considered relevant to the Company

There are other standards and amendments to published standards that are mandatory for accounting
periods beginning on or after 01 July 2023 but are considered not to be relevant or do not have any
significant impact on the Company’s financial statements and are therefore not detailed in these financial
statements.

SIGNIFICANT ACCOUNTING POLICIES:

The significant accounting policies applied in the preparation of these financial statements are set out
below:

Property and equipments

Operating fixed assets are initially recognized at cost. Cost of property and equipment consists of
historical cost, borrowing cost pertaining to erection / construction period of qualifying assets and other
directly attributable costs of bringing the asset to working condition.

Subsequent costs are included in the asset's carrying amount or recognized as a separate asset, as
appropriate, only when it is probable that future economic benefit associated with the item will flow to the
Company and the cost of the item can be measured reliably. All other repair and maintenance costs are
charged to statement of income and expenditure during the period in which they are incurred.

Depreciation

Depreciation on additions is charged from the date the assets are available for use while no depreciation is
charged from the date in which the assets are disposed off. Depreciation on operating fixed assets is
charged to statement of income and expenditure applying the straight line method so as to write off the
cost / depreciable amount of the assets over their estimated useful lives at the rates given in Note 6. The
residual values and useful lives are reviewed by the management, at each financial year-end and adjusted
if impact on depreciation is significant.

De-recognition

An item of operating fixed assets 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 asset is included in the
statement of income and expenditure in the period the asset is de-recognized.

Intangible assets
An intangible asset is an identifiable non-monetary asset without physical substance.

Intangible assets are recognized when it is probable that the expected future economic benefits will flow
to the entity and the cost of the asset can be measured reliably. Cost of the intangible asset (i.e.,
computer software) includes purchase cost and directly attributable expenses incidental to bring the asset \L
for intended use.
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Cost associated with maintain computer software are recognized as an expense as and when incurred.

Intangible assets are stated at cost less accumulated amortization and accumulated impairment losses, if
any. Amartization is charged over the estimated useful life of the assef on systematic basis applying
straight line method and impairment losses if any are recorded on the basis as defined in note 7.

Useful lives of intangible operating assets are reviewed, at each reporting date and adjusted if the impact
of amortization is significant.

Capital work in progress

Capital work-in-progress is stated at cost less accumulated impairment, if any, and consists of expenditure
incurred and advances made in respect of operating fixed assets in the course of their acquisition,
erection, construction and installation, including salaries and wages directly attributable to capital work-in-
progress, determined by the management. The assets are transferred to relevant category of operating
fixed assets when they are available for use.

Impairment of non-financial assets

The assets that are subject to depreciation are assessed at each reporting date to determine whether
there is any indication that the assets are impaired. If there is an indication of possible impairment, the
recoverable amount of the asset is estimated and compared with its carrying amount.

An impairment loss is recognized if the carrying amount of an asset exceeds its estimated recoverable
amount. The impairment loss Is recognised in the statement of income and expenditure,

An impairment loss is reversed only to the extent that the asset carrying amount does not exceed the
carrying amount that would have been determined, net of depreciation or amortisation, if no impairment
loss had been recognised. The Company recognises the reversal immediately in the statement of income

and expenditure.
L eases
Right-of-use assets

A right-of-use asset is recognized at the commencement date of a lease. The right-of-use asset is
measured at cost, which comprises the initial amount of the lease liability, adjusted for, as applicable, any
lease payments made at or before the commencement date net of any lease incentives received, any
initial direct costs incurred, and, except where included in the cost of inventories, an estimate of costs
expected to be incurred for dismantling and removing the underlying asset, and restoring the site or
asset.

Right-of-use assets are depreciated on a straight-line basis over the unexpired period of the lease or the
estimated useful life of the asset, whichever is the shorter. Where the Company expects to obtain
ownership of the leased asset at the end of the lease term, the depreciation is over its estimated useful
life. Right-of use assets are subject to impairment or adjusted for any re-measurement of lease liabilities.

The Company has elected not to recognize a right-of-use asset and corresponding lease liability for short-
term leases with terms of 12 months or less and leases of low-value assets, Lease payments on these
assets are charged to the statement of income and expenditure as incurred.

Lease liabilities

A lease liability is recognized at the commencement date of a lease. The lease liability is initially
recognized at the present value of the lease payments to be made over the term of the lease, discounted
10



5.5

using the interest rate implicit in the iease or, if that rate cannot be readily determined, the Company's
incremental borrowing rate. Lease payments comprise of fixed payments less any lease incentives
receivable, variable lease payments that depend on an index or a rate, amounts expected to be paid
under residual value guarantees, exercise price of a purchase option when the exercise of the option is
reasonably certain to occur, and any anticipated termination penalties. The variable lease payments that
do not depend on an index or a rate are expensed in the period in which they are incurred.

Lease liabilities are measured at amortised cost using the effective interest method. The carrying amounts
are re-measured If there is a change in the following: future lease payments arising from a change In an
index or a rate used; residual guarantee; lease term; certainty of a purchase option and termination
penalties, When a lease liability is re-measured, an adjustment is made to the corresponding right-of use
asset, or to the statement of income and expenditure if the carrying amount of the right-of-use asset is
fully written down.

Financial instruments

A financial Instrument Is any contract that gives rise to a financial asset of one company and a financial
liability or equity instruments of another company.

a) Financial assets

The Company classifies its financial assets at amortized cost, fair value through other comprehensive
income or fair value through income and expenditure in the context of the Company’s business model
for managing the financial assets and the contractual cash flow characteristics of the financial asset.

i- Financial assets at amortized cost

Financial assets at amortized cost are 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.

fi- Financial assets at fair value through other comprehensive income

Financial assets at fair value through other comprehensive income are held within a business
model whose objective is achieved by both collecting contractual cash flows and selling 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.

iti- Financial assets at fair value through income and expenditure

Financial assets at fair value through income and expenditure are those financial assets which are
either designated in this category or not classified in any of the other categories.

Al financial assets are recognized at the time when the Company becomes a party to the
contractual provisions of the instrument. Regular purchases and sales of investments are
recognized at trade date i.e. the date on which the Company commits to purchase or sell the

asset.

Financial assets are initially recognized at fair value plus transaction costs for all financial assets
not carried at fair value through income and expenditure. Financial assets carried at fair value
through income and expenditure is initially recognized at fair value and transaction costs are
expensed in the statement of income and expenditure.
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Gains and losses arising on financial assets at amortized cost and financial assets at fair value
through income and expenditure are recognized in the statement of income and expenditure.
Interest calculated under effective interest method, dividend, impairment and foreign exchange
gains and losses on financial assets at fair value through other comprehensive income are also
recognized in the statement of income and expenditure. Gains and losses from changes in fair
value of financial assets at fair value through other comprehensive income are recognized in
other comprehensive income and are reclassified to statement of income and expenditure on
derecognition or reclassification.

Financial assets are derecognized when the rights to receive cash flows from the assets have
expired or have been transferred and the Company has transferred substantially all risks and
rewards of ownership.

The Company assesses on a forward looking basis the expected credit losses associated with its
financial assets carried at amortized cost and fair value through other comprehensive income.
The impairment methodology applied depends on whether there has been a significant increase
in credit risk. For trade receivables, the Company applies the simplified approach, which requires
expected lifetime losses to be recognized from initial recognition of the receivables.

b) Financial liabilities

Financial liabilities are recognized at the time when the Company becomes a party to the contractual
provisions of the instrument. Financial liabilities at amortized costs are initially measured at fair value
minus transaction costs. Financial liabilities at fair value through income and expenditure are initially
recognized at fair value and transaction costs are expensed in the statement of income and

expenditure.

Financial liabilities, other than those at fair value through income and expenditure, are subsequently
measured at amortized cost using the effective yield method.

A financial liability is derecognized when the obligation under the liability is discharged, cancelled or
expired. Where an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified, such an
exchange and modification is treated as a derecognition of the original liability and the recognition of
a new liability, and the difference in respective carrying amounts is recognized in the statement of

income and expenditure.
¢) Impairment of financial assets

A financia! asset is considered to be impaired if objective evidence indicates that one or more events
had a negative effect on the estimated future cash flow of that asset.

An impairment loss in respect of a financial asset measured at amortized cost and at fair value other
comprehensive income is calculated on basis of “expected credit losses” model.

Individually significant financial assets are tested for impairment on an individual basis. The
remaining financial assets are assessed collectively in groups that share similar credit risk

characteristics.
d) De-recognition

i. Financial assets

The Company derecognizes a financial asset when the contractual rights to the cash flows from the
asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in which L
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5.6

5.7

5.8

5.9

substantially all of the risks and rewards of ownership of the financial asset are transferred, or it
neither transfers nor retains substantially all of the risks and rewards of ownership and does not
retain control over the transferred asset. Any interest in such derecognized financial assets that Is
created or retained by the Company is recognized as a separate asset or liability.

ii. Financial liabilities

The Company derecognizes a financial liability (or a part of financial liability) from its statement of
financial position when the obligation specified in the contract is discharged or cancelled or expires.

e) Offsetting of financial instruments

Financial assets and financial liabilities are set off and the net amount is reported in the financial
statements when there is a legal enforceable right to set off and the Company intends either to settle
on a net basis or to realize the assets and to settle the liabilities simultaneously.

Cash and cash equivalents

Cash and cash equivalents comprise cash in hand, cash at banks on current account and other short term
highly liquid instruments that are readily convertible into known amounts of cash and which are subject to
insignificant risk of changes in values.

Trade and other payables

Liabilities for trade 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.

Contingent liabilities

A contingent liability is disclosed when the Company has a possible obligation as a result of past events,
whose existence will be confirmed only by the occurrence or non-occurrence, of one or more uncertain
future events not wholly within the control of the Company; or the Company has a present legal or
constructive obligation that arises from past events, but it is not probable that an outflow of resources
embodying economic benefits will be required to settle the obligation, or the amount of the obligation

cannot be measured with sufficient reliability.

Government grants

The Company recognizes government grants at the fair value of the assets received or receivable when
there is reasonable assurance that it will comply with the conditions attaching to them and the grants will

be received.

A restricted grant received from the government is a grant subject to externally imposed stipulations that
specify the purpose for which the grant is to be used. Externally restricted grant for expenses of one or
more future periods are accumulated in the statement of financial position as deferred income and
recognised as income in the statement of income and expenditure in the same period or periods as the
related expenses are recognised. Restricted grant for the purchase of capital assets that will be
depreciated are deferred and recognised as income in the statement of income and expenditure on the
same basis as the depreciation expense related to the acquired capital assets.

A grant without specified future performance conditions Is recognized as income when the grant proceeds
are received.

13



. 5.10 Taxation
Current

Provision for current taxation is based on taxable income at the current rates of taxation after taking into
consideration available tax credits and rebates, if any. The charge for the current tax also includes
adjustments where considered necessary, relating to prior years which arise from assessments framed /
finalized during the year.

Deferred

Deferred tax is recognized using the balance sheet liability method on all major temporary differences
between the carrying amount of assets and liabilities for financial reporting purposes and the tax base

used in computation of the taxable profit.

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be
available against which the asset can be utilized. Deferred tax assets are reduced to the extent that it is
no longer probable that the related tax benefit will be realized.

5.11 Revenue

a) Zone Application processing fee

5% of the Zone application processing fee being non-refundable is recognized as income on receipt of
application. 95% balance is recognized as income when application is duly processed and accepted by
Board of Investment Islamabad (BOI). In case of application is rejected by BOI, 95% balance of
processing fee is refunded. Zone application processing fee is recognized as a fixed income which is
based on the criteria given below:

Project in Acres | Fee — Rupees
50 - 500 4,000,000
501 - 1000 4,500,000
Over 1000 5,000,000

b) Incentive application fee

5% of the incentive application fee being non-refundable is recognized as income on receipt of
application. 95% balance is recognized as income when application is duly processed and accepted by
Board of Investment Islamabad (BOI). In case of application is rejected by BOI, 95% balance of fee is
refunded. Incentive application fee is recognized as a fixed income which is based on the criteria given

below:
Investment (Rupees in million}) Fee - Rupees
Up to 500 250,000
501 - 2,000 500,000
2,001 - 4,000 1,000,000
Over 4,000 2,000,000

¢) Return on bank deposits

Return on bank deposits is accounted for on a time proportion basis using the appiicable rate of retumL
/ interest.

14



d) Grant relating to the income are recognized in statement of income and expenditure over the period of
grants agreement.

5.12 Provisions

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 will be required to settle the obligation, and a
reliable estimate of the amount can be made. However, provisions are reviewed at each reporting date

and adjusted to reflect current best estimate.

5.13 Related party transactions

All related party transactions are made on terms equivalent to those that prevail in arm’s length
transactions. [
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L 2023 2022
6. PROPERTY AND EQUIPMENT Note Rupees Rupees
Operating fixed assets 6.1 33,756,670 11,876,079
Advance for purchase of vehicles 6.2 16,416,000 14,640,855
505172!670 26!516!934
6.1 Operating fixed assets
Structural
improvement || Furniture and Office Camputer
for office fixtures equipments equipments [eRE oL
building
Rupees Rupees Rupees Rupees Rupees Rupees
As at 01 July 2022
Cost 1,330,709 4,885,518 2,496,719 1,870,192 12,565,741 23,148,879
Accumulated depraciation (590,479)  (1,591,083) (792,409)  (1,180,619) _ (7,118,209)  (11,272,800)
Net book value 740!230 3!294!435 1,704!310 689,573 5,447,53!_ 11,876,079
Year ended 30 June 2023
Opening net book value 740,230 3,294,435 1,704,310 689,573 5,447,532 11,876,079
Additions - at cost 856,269 897,305 1,465,000 3,082,190 25,588,386 31,889,150
Depreciation charge (922,007) (1,017,779) {567,336) (849,716) (6,651,721) {10,008,559)
Closing net book value 674,492 3,173,961 2,601,974 2,922,047 24,384,197 33,756,670
As at 30 June 2023
Cost 2,186,978 5,782,823 3,961,719 4,952,382 38,154,127 55,038,029
Accumulated depreciation {1,512,486) (2,608,862} {1,359,745) _ (2,030,335) (13,769,930) (21,281,359}
Net book value 674!492 3!173!961 2,601,974 2!922!047 24!384!197 33,756,670
Structural
improvement || Furniture and Office Computer
for office fixtures equipments equipments Ll et
building
Rupees Rupees Rupees Rupees Rupees Rupees
As at 01 July 2021
Cost 5,687,941 4,697,962 2,091,770 1,582,192 12,565,741 26,625,106
Accumulated deprediation (1,943,071) (638,730) (357,473) (644,120) (4,605,061) (8,188,455)
Impairment (2,414,161) 5 = = = &
Net bock value 1,330,709 4,058,732 1,734,297 938,072 7,960,680 18,436,651
Year ended 30 June 2022
Opening net book value 1,330,709 4,058,732 1,734,297 938,072 7,960,680 16,022,450
Additions - at cost - 188,056 404,949 288,000 - 881,005
Disposal
Cost 4,210,315 - - - - 4,210,315
Accumulated Depredation (1,796,154) = s - - (1,796,154)
Impairment (2,414,161) - - - - (2,414,161)
Depredation charge (590,479) (952,353) {434,936) (536,499) (2,513,148) (5,027,416)
Closing net book value 740,230 3,294,435 1,704,310 689,573 5,447,532 11,876,079
As at 30 June 2022
Cost 1,330,709 4,885,518 2,496,719 1,870,192 12,565,741 23,148,879
Accumulated depredation (590,479) (1,591,083} (792,409) {1,180,619) (7,118,209} (11,272,800)
Net book value 740,230 3,204,435 1,704,310 689,573 5,447,532 11,876,079
Depreclation rate 33,33% 20.00% 20.00% 33.33% 20.00%

6.2 This represents advance paid to vendor for purchase of vehidles.
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=7,

8.1

9.1

9-2

10.

2023 2022

INTANGIBLE ASSET Note Rupees Rupees

As at 01 July

Cost = -
Accumulated amortization - -

Net book value - -
During the year ended 30 June
Opening net book value - -

Additions / (disposal) 535,600 -
Amortization charged during the year (55,154) -
Closing net book value as at 30 June 2023 480,446 -
As at 30 June

Cost 535,600 -
Accumulated amortization (55,154) -
Net book value 480,446 -
Annual rate of depreciation (%) 33.33 33.33
RIGHT-OF-USE ASSET

Opening balance 12,628,096 20,204,954
Depreciation for the year (7,576,858) (7,576,858)
Closing balance 5,051,238 12,628,096
Annual rate of depreciation (%) 33.33 33.33

The Company's right to use on premises represents office premises obtained under lease arrangement. The
principal terms and conditions of these lease arrangement are as follows:

Office Premises Lessor Name Lease Start Date Lease Tenure

Second floor, Bahria Complex IV, Khalig- . R
uz-Zaman Road, Gizri Karachi Bahria Foundation 01-Mar-21 3 years

LLONG-TERM DEPOSITS

Security deposit 9.1 695,000 495,000
Deposit against rented property 1,904,640 1,904,640
9.2 2,599,640 2,399,640

This represents an amount paid as security deposit to Pakistan State Oil and Total Parco for issuance of fuel
card.

This represents balance of long-term deposits given to Pakistan Stae 0Oil and Total Parco for issuance of fuel
card and deposit against rented property. The fair value adjustment in accordance with the requirements of
IFRS 9 "Financial Instruments" arising in respect of long term deposits is not considered material and hence

not recognized.

PREPAYMENTS

Prepaid rent 10.1 1,536,409 1,396,736
Advance against internet bill 15,455 B
Prepaid insurance 1,551,081 =

3,102,945 1,396,736
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10.1

11.

11.1

11.2

12.

121

12.2

This represents prepaid rent for office premises of the Company.

2023 2022
CASH AND BANK BALANCES Note Rupees Rupees
Cash in hand 83,885 65,382
Cash at bank - savings accounts 11.1 749,915,327 137,878,109
Term Deposit Receipls 11.2 500,000,000 950,000,000

1,249,999,212 __ 1,087,943491

These bank accounts carry profit at rates 19.5% (2022: 12.75%) per annum.

The profits on these term deposits are 21% per annum (2022: 11.35% and 13.25%) having maturity within
one year,

DEFERRED INCOME RELATING TO

PROJECT DEVELOPMENT

Dhabeji Special Economics Zone 12.1 6,590,000 11,090,000
Marble City 12.2 13,325,000 24,450,000
Khairpur Special Economic Zone 12.3 639,839,160 516,818,456

659,754,160 552,358,456

Dhabeji Special Economic Zone

Opening balance as at 01 July 11,090,000 22,450,000
Grant received during the year S s
Amortization for the year (4,500,000) (11,360,000)
Closing balance as at 30 June 6,550,000 11,090,000
Represent by

Grant received upto 51,700,000 51,700,000
Amortization recorded upto (45,110,000) (40,610,000)

6,590,000 11,090,000

This represents funds received from Government of Sindh specifically for the Project of Dhabeji Special
Economic Zone and that shall be amortized over the period of time accordingly to the progress of this

Marble City

Opening balance as at 01 July 24,450,000 35,575,000

Grant received during the year - -

Amortization for the year (11,125,000) (11,125,000)

Closing balance as at 30 June 13,325,000 24,450,000

Represent by

Grant received upto 44,500,000 44,500,000

Amortization recorded upto (31,175,000) (20,050,000)
13,325,000 24,450,000

This represents funds recelved from Government of Sindh specifically for the Project of Marble city that shall
be amortized over the period of time accordingly to the progress of this project.
\/18



12.3

13.

13.1

13.2

2023 2022

Khairpur Special Economic Zone Note Rupees Rupees
Opening balance as at 01 July 516,818,456 -
Grant received during the year 235,773,800 519,708,000
Amortization for the year (112,753,096) (2,889,544)
Closing balance as at 30 June 639,839,160 516,818,456
Represent by

Grant received upto 755,481,800 519,708,000
Amortization recorded upto (115,642,640) (2,889,544)

639,839,160 516,818,456

This represents the funds recelved from Government for operation and management from 01 Septemeber
2021 of Khairpur Special Economic Zone (KSEZ) for the period of 10 years and the grant will be amortized
over the period on the basis of the expenses incurred by the Company.

LEASE LIABILITY

Opening lease liability 14,025,813 20,666,216

Interest cost 678,911 1,232,109

Less: payment / adjustment (8,659,763) (7,872,512)
6,044,961 14,025,813

Current portion shown under current Liabilities (6,044,961) (7,980,852)

6,044,961

This represents present value of lease commitments entered into with individual for office premises having a
lease term of 3 years. When measuring lease liability for office premises, the Company discounted lease

payments using KIBOR of 7.54%.

The amount of future payments of the lease and the period in which these payments will become due are as
follows:
Minimum lease Present value
e commitment Future finance cost of lease liability
Rupees Rupees Rupees
Not later than one year 6,145,638 100,677 6,044,961
Later than one year but not later than
five years = = -
6,145,638 100,677 6,044,961
Minimum lease Present value
it commitment Future finance cost of lease liability
Rupees Rupees Rupees
Not later than one year 8,659,763 678,911 7,980,852
Later than one year but not later than
five years 6,145,637 100,676 6,044,961
14,805,400 779,587 14,025,813
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14.1

14.2

15.

15.1

16.

2023 2022
Note Rupees Rupees

DUE TO GOVERNMENT 78,899,215 58,523,930

Funds amounting to Rupees 58.524 (2022: 58.524) million out of total package of Rupees 101 million were
transfered to SEZMC on account of the Effluent Treatment Plant (ETP) by Project Office. However,
Management has decided that all administrative decisions in this regards are responsibility and preogative of
the project directorate, so therefore such fund shall be returned to the Government of Sindh (GoS).

During the year, electricity bills of Khairpur Special Economic Zones were directly paid by Government of
Sindh amounting to Rs. 20.375 million which has been recdrd as payable to Government of Sindh.

LIABILITY UNDER GOVERNMENT PROJECT

Bid securtiy encashed 210,000,000 210,000,000
Deposit with Nazir High Court of Sindh (210,000,000) (210,000,000)

During previous years, the Company tendered request for proposal (RFP) for setting up an industrial park by
the name of the Dhabeji Industrial Zone project of the Government of Sindh through public private
partnership on land to be provided by Government of Sindh. In response to the RFP, the Company has
encashed the bid security of one of the bidders amounting to Rupees 210 million on account of non-
compliances by the bidder to the bidding documents. The bidder has filed a suit in High Court of Sindh
against the alleged illegal encashment of bid security. The Honourable Court has directed the Company to
deposit the same amount i.e. Rupees 210 million with the Nazir High Court. The Company has complied with
the order of the court and submitted the same via pay order. The suit is currently pending and
management's legal counsel is of the view that the outcome of the case cannot be predicted as at reporting
date. The Company believes that It is an executing agency for the Dhabeji Special Economic Zone Project of
the Government of Sindh as disclosed in Note 1.1 to the financial statements, and accordingly do not have
any right and obligation arising out of the execution of the project. Any outcome of the pending suit will
ultimatelvy be enioved/borne bv Government of Sindh.

ACCRUED AND OTHER LIABILITIES

Withhelding tax payable 402,045 155,500
Income tax payable - -
Retention money 1,162,569 o
Accrued expenses 5,811,693 298,862

7,376,307 454,362
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17. CONTIGENCIES AND COMMITMENTS

17.1 Contingencies

Name of the court,
Decription of the factual basis of
:ﬂ::g:i:yr the proceeding and relief sought sl ULLG el d

Additional Tribunal Order under section 122(5A) of the Company and Federal 25 Jan 2021
Inland Revenue Income Tax Ordinance, 2001 for tax year Board of Revenue
2020 has been passed wherein demand
of Rupees 17.277 million was raised
against which the Company has filed an
appeal which Is subjudice before the
Additional Tribunal Inland Revenue
(Appeals), CTO, Karachi,  The
management and legal counsel believes
toc have reasonable grounds and are
confident that proceedings will not result
in adverse outcome. Accordingly, no
provision for the same has been
accounted for in the financial statement.

17.2 Commitments

There were no commitments as at the reporting date, except for lease commitments disclosed in note 13

(2022: Nil}.
2023 2022
18. ZONE'S INCOME Note Rupees Rupees
Incentive application processing fee - 2,500,000
19. OPERATING EXPENSES
Salaries, wages and other benefits 34,232,437 26,682,588
Directors' meeting fee 3,040,000 2,100,000
Travelling expenses 9,453,411 6,847,240
Marketing and advertisement 5,664,852 2,867,284
Repair and maintenance 3,004,073 1,756,055
Depreciation - operating fixed assets 8,507,275 4,273,304
Petrol, oil and lubricant expense 3,975,200 2,511,052
Conferences and facilitation of delegations 2,503,712 664,556
Entertainment 61,658 80,058
Miscellaneous 1,615,530 497,490
72,058,148 48,279,627
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20.

20.1

21.

21.1

21.2

ADMINISTRATIVE AND GENERAL EXPENSES  Note

Salaries, wages and other benefits
Utilities

Insurance

Postage and communication

Printing and publication

Office supplies

Depreciation - operating fixed assets
Amortization - intangible asset
Depreciation - right-of-use asset
Auditors' remuneration 2
Repair and maintenance

Petrol, oil and lubricant expense
Legal and professional charges
Website maintenance charges

Fee and subscriptions

Entertainment

Conferences and facilitation of delegations
Bank charges

Advance income tax written off
Janitorial services

Miscellaneous

O m -~ o,

Auditors' remuneration

Audit fee
Review of statement of Code of Corporate Governance

Out of pocket
Sindh sales tax @ 8%

TAXATION

21.1
21.2

Current
Deferred

Current

2023 2022
Rupees Rupees

6,041,018 4,708,692
723,414 473,533
737,274 90,144
535,284 368,457
2,037,344 1,879,351
470,288 845,347
1,501,284 754,112
55,154 -
7,576,858 7,576,858
297,000 250,000
530,130 309,892
701,506 443,127
611,518 847,050
206,312 2,555
615,183 B86,231
10,881 117,275
441,831 14,128
15,298 8,030
2,854,886 =
3,992,513 1,658,802
285,094 87,792

30,240,070 21,321,376

1,299,796

205,000 164,814
60,000 60,000
10,000 6,667
22,000 18,519

297,000 250,000

1,299,796

The Company is granted status of "Non-Profit Organization" (NPO) under section 2(36)(c) of the Income Tax
Ordinance, 2001 valid upto 31 December 2023. The Company is subjected to 100% tax credit In terms of
section 100(c) of the Income Tax Ordinance, 2001 subject to compliance with the conditions of the section.

However, the provision for taxation is ma
100(c) of the Income Tax Ordinance, 2001.

Deferred

The Company Is subject to 100%

conditions specified under section 100(C) of ITO as at reporting date. Consequently, no temporary differen

arises and, accordingly, no deferred tax is recognized in these financial statements.

de on the surplus funds in the light of clause (6) of the section

tax credit under section 100C of the ITO and is actively persuing the

K
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.22, TRANSACTIONS WITH RELATED PARTIES

Related parties comprises of Donor (Government of Sindh), Directors and Key management personnel.
However, there were no related party transactions held during the year except as disclosed in note 12,14,15

and 23 in these financial statements.

23. REMUNERATION OF CHIEF EXECUTIVE OFFICER, DIRECTOR AND EXECUTIVES

[ 2023 I 2022 ;
Chief Chief
Executive Executives | Directors Executive | Executives| Directors
Officer Officer
erseresssnnnnensnrssanssnns RUPEES unicaarsrnsessssnne wremrssrsssronnrsnasesss RUPEES s sissearasessonarse
Basic salary 12,288,000 17,283,048 - 10,164,000 8,226,017 -
Utilities allowance 1,228,800 3,439,538 - 962,500 493,835 -
Meeting fee - 3,040,000 - - 2,100,000

13,516,800 20,722,586 3,040,000 11,126,500 8,719,852 2,100,000

Number of person 1 7 7 1 4 4

23.1 Chief executive officer and executives of the Company are provided with Company's maintained vehicles
along with fully pald medical facility.

23,2 No remuneration was paid to directors of the Company except meeting fee.
24, FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES

24.1 Financial risk factors

The Company's activities expose it to a variety of financial risks: market risk (including currency risk, other
price risk and interest rate risk), credit risk and liquidity risk. The Company's overall risk management
programme focuses on the unpredictability of financial markets and seeks to minimize potential adverse

effects on the financial performance.

Risk management Is carried out by the Board of Directors (the Board). The Board provides principles for
overall risk management, as well as policies covering specific areas such as currency risk, other price risk,
interest rate risk, credit risk and liquidity risk.

a) Market risk

(i) Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because
of changes in foreign exchange rates. Currency risk arises mainly from future commercial transactions or
receivables and payables that exist due to transactions in foreign currencies. The Company is not exposed to

currency risk.
(ii)  Other price risk

Other price risk represents 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 instrument traded in the market. The Company is not exposed to

commodity price risk. \/
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. .(lii) Interestraterisk

This represents the risk that the fair vaiue or future cash flows of a financial instrument will fluctuate because
of changes in market interest rates. As at reporting date, the interest profile of the Company's significant
interest bearing financial instruments was:

2023 2022

Rupees Rupees
Fixed rate instruments
Financial assets - -
Term Deposit Receipts 500,000,000 950,000,000
Financial liabilities
Lease liability (6,044,961) (14,025,813)
Net exposure 493,955,039 935,674,187
Floating rate instruments:
Financial assets
Cash at bank - saving accounts 749,915,327 137,878,109
Financial liabilities - -
Net exposure 749,915,327 137,878,109

Fair value sensitivity analysis for fixed rate instruments

As at 30 June 2023, if market interest rates had been 1% higher / lower with all other variables held
constant, pre-tax profit for the year would have been higher / lower by Rupees 4,94 milllon (2022: Rupees

9.36 million).
cash flow sensitivity analysis for floating rate instruments

As at 30 June 2023, if market Interest rates had been 1% higher / lower with all other variables held
constant, post-tax profit for the year would have been higher / lower by Rupees 7.49 million (2022: Rupees
1.38 million}.

b) Credit risk

Credit risk represents the risk that one party to a financial instrument will cause a financial loss for the other
party by failing to discharge an obligation. Credit risk of the Company arises from deposits with banks, trade
debts, accrued mark up and advances and deposits. The carrying amount of financial assets represents the
maximum credit exposure. The maximum exposure to credit risk at the reporting date was as follows:

Long-term deposits 2,599,640 2,399,640
Accrued profit on saving accounts 20,052,556 4,604,095
Bank balances 1,249,915,327 1,087,878,109

1,272,567,523 1,094,881,844

The credit quality of financial assets that are neither past due nor impaired can be assessed by reference to
external credit ratings (if available) or to historical information about counterparty default rate: A/
2



2023 2022
Rupees Rupees
Rating
Ba
nk Shortterm | Long term Agency
National Bank of
Pakistan A-1+ AAA VIS 27,604,521 35,031,682
Sindh Bank Limited A-1 A+ VIS 722,310,806 102,846,427
Sindh Bank Limited A-1 A+ VIS 500,000,000 950,000,000

1,249,915,327 1,087,878,109

Due to the Company's long standing business relationships with these counterparties and after giving due
consideration to their strong financial standing, the management does not expect non-performance by these
counterparties on their obligations to the Company. Accordingly, the credit risk Is minimal.

Liquidity risk

Liquidity risk is the risk that a company will encounter difficulty in meeting obligations associated with
financial liabilities.

The Company manages liquidity risk by maintaining sufficient cash and bank balances and other liquid assets.
At 30 June 2023, the Company had Rupees 1,249.915 million (2022: Rupees 1,087.878 million) cash and
bank balance. Following are the contractual maturities of the financial liabilities. The amount disclosed in the

table are undiscounted cash flows:

Accrued and
Contractual maturities of Due to
financial liabilities: Government sty Lease liability =l
liabilities
Rupees Rupees Rupees Rupees
As at 30 June 2023
Carrying amount 78,899,215 6,974,262 6,044,9_6L_ 91,918,438
Contractual cash flows:
6 month or less 78,899,215 6,974,262 4,508,551 90,382,028
6 months to 12 months - - 1,536,410 1,536,410
More than 1 year o - o -
78,899,215 6,974,262 6,044,961 91,918,438
Accrued and
Go‘?e“r:;“’ent other Lease liability Total
liabilities
Rupees Rupees Rupees Rupees
As at 30 June 2022
Carrying amount 58,523,930 298,862 14,025,813 14,324,675
Contractual cash flows:
6 month or less 58,523,930 298,862 5,061,759 5,360,621
6 months to 12 months - - 2,919,093 2,919,093
More than 1 year S a s 6,044,961 6,044,961
58,523,930 298,862 14,025,813 14,324,675

25

v



. 242

24.3

24.4

Recognized fair value measurements - financial assets

Fair value hierarchy

Judgments and estimates are made in determining the fair values of the financial instruments that are
recognized and measured at fair value in these financial statements. To provide an indication about the
reliability of the inputs used in determining fair value, the Company has classified its financial instruments

into the following three levels:

Level 1: The fair value of financial instruments traded in active markets (such as publicly traded derivatives,
and trading and available for sale securities) is based on quoted market prices at the end of the reporting
period. The quoted market price used for financial assets held by the Company Is the current bid price. These
instruments are included in level 1.

Level 2: The fair value of financial instruments that are not traded in an active market (for example, over-the:
counter derivatives) is determined using valuation techniques which maximize the use of observable market
data and rely as little as possible on company-specific estimates. If all significant inputs required to fair value
an instrument are observable, the instrument is included in level 2.

Level 3: If one or more of the significant inputs is not based on observable market data, the instrument Is
included in level 3. This s the case for unlisted equity securities.

There were no financial asset and financial Hability to be reported under above levels as the carrying
amounts of all financial assets and financial liabilities presented in these financial statements are a
reasonable approximation of fair value. Due to short term nature, carrying amounts of certain financial assets
and financial liabilities are considered to be the same as their fair value.

Recognized fair value measurements - non-financial assets

The carrying value of all non-financial assets reflected in these financial statements are approximate their fair
values. Fair value is determined on the basis of objective evidence at each reporting date.

2023 2022
Financial instruments by categories Rupees Rupees
I At amortized cost |

Financial assets as per statement of financial position
Long-term deposits 2,599,640 2,399,640
Accrued profit on saving accounts 20,052,556 4,604,095
Bank balances 1,249,915,327 1,087,878,109

1,272,567,523 1,094,881 844

At amortized cost
Financial liabilities as per statement of financial position
Lease liability 6,044,961 14,025,813
Due to Government 78,899,215 58,523,930
Accrued and other liabilities 6,974,262 298,862
91,918,438 72,848,605
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25. RECONCILIATION OF MOVEMENT OF LIABILITIES TO CASH =~ ======="" Rupees======----
FLOW ARISING FROM FINANCING ACTIVITIES

Lease Liability || Expense related
and financial to project
charges development
Rupees Rupees
Balance as at 01 July 2022 14,025,813 552,358,456
Finance cost on lease liability against right-of-use asset 678,911 =

(8,659,763) -
- 235,773,800
- (128,378,096)

Repayment of lease liability
Grant received
Amortization of grant

Balance as at 30 June 2023 6,044,961 659,754,160
2022
wemesea—a=RUpEES----=-==""
Lease Liability || Expense related
and financial to project
charges development

Balance as at 01 July 2021 20,666,216 58,025,000

Finance cost on lease liability against right-of-use asset 1,232,109 -

Repayment of lease liability (7,872,512) -

Grant received - 519,708,000
Amortization of grant - (25,374,544)

Balance as at 30 June 2022 14,025,813 552,358,456
I 2023 1B 2022 |
26. NUMBER OF EMPLOYEES [Atyearend || Average |[_ Atyearend I Average |
Contractual - Number 32 31 23 _18_

27. DATE OF AUTHORIZATION FOR ISSUE

These financial statements were approved and authorized for issue on
Board of Directors of the Company.

28. GENERAL

- No reclassification or rearrangement of corresponding figures ha
except for the following reclassification for better presentation:

19 FEB 202 by the

ve been made in these financial statements

From To Amountin
Rupees
Adminstrative  and  general Operating expenses (Note 19) 72,058,148
expenses
Administrative and general expenses (Note 20} 30,240,070
- Figures have been rounded off to the nearest Rupee unless otherwise stated. }&
DIRECTOR

CHIEF EXECUTIVE OFFICER
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