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INDEPENDENT AUDITOR’S REPORT

To the members of Social Policy and Development Centre
Report on the Audit of the Financial Statements

Opinion

We have audited the annexed financial statements of Social Policy and Development Centre (the
Company), which comprise the statement of financial position as at June 30, 2020, and the
income and expenditure statement, 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 income and expenditure statement, 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 June 30, 2020 and of the surplus and other 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

Management is responsible for the other information. The other information comprises the
information included in the directors’ report but does not include the financial statements and our
auditor’s report thereon.

Our opinion on the financial statements 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, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report that fact. We have
nothing to report in this regard.
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Responsibilities of Management and Board of Directors for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the accounting and reporting standards as applicable in Pakistan and the
requirements of the 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 reascnably 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:

e 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.

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

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

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

e 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.
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Report on Other Legal and Regulatory Requirements
Based on our audit, we further report that in our opinion:

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

(b) the statement of financial position, the income and expenditure statement, the statement 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;

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

(d) no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of
1980).

The engagement partner on the audit resulting in this independent auditor’s report is Osama Kapadia.

Chartered Accountants
Karachi

Date: November 4, 2020
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SOCIAL POLICY AND DEVELOPMENT CENTRE
STATEMENT OF FINANCIAL POSITION
AS AT JUNE 30, 2020

ASSETS
Non-Current Assets

Property and equipment
Intangible assets
Long-term deposits and prepayments

Current Assets

Advances, deposits, prepayments and
other receivables

Short term investments

Cash and bank balances

TOTAL ASSETS

FUND

Accumulated fund
LIABILITIES
Non-Current Liabilities

Deferred capital grant

Current Liabilities

Deferred income
Trade and other payables

Contingencies and Commitments

D
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The annexed notes 1 to 24 form an integral part of these financial statements.
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MANAGING DIRECTOR DIRECTOR

2020 2019
------------------- Rupees--------=--=-=nu--:
712,660 1,934,129
- 47,406
185,000 185,000
897,660 2,166,535
5,461,769 9,154,129
9,466,708 -
4,931,408 14,897,147
19,859,885 24,051,276
20,757,545 26,217,811
16,747,785 15,765,339
135,928 260,738
- 2,947,635
3,873,832 7,244,099
3,873,832 10,191,734
20,757,545 26,217,811
—
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SOCIAL POLICY AND DEVELOPMENT CENTRE

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

Income

Deferred capital grant utilized
Grants utilized

Other project revenue

Other income

Expenditure

Research and advocacy cost
- Administrative expenses

— Surplus / (Deficit) for the year

Notes

13

14
15

2020 2019
Rupees-----------=-=----
124,810 364,034
14,728,570 36,347,737
10,807,522 4,848,969
5,080,315 7,552,728
30,741,217 49,113,468

(26,864,620)
(2,894,151)

(48,488,138)
(6,351,246)

(29,758,771)

(54,839,384)

982,446

(5,725,916)

The annexed notes 1 to 24 form an integral part of these financial statements.
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SOCIAL POLICY AND DEVELOPMENT CENTRE
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2020

2020 2019
Rupees------==z=nmmmmnmn
Surplus / (Deficit) for the year 982,446 (5,725,916)
Other comprehensive income - -
Total comprehensive income / (loss) for the year 982,446 (5,725,916)

The annexed notes 1 to 24 form an integral part of these financial statements.
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SOCIAL POLICY AND DEVELOPMENT CENTRE
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2020

CASH FLOWS FROM OPERATING ACTIVITIES
Surplus / (Deficit) for the year

Adjustment for non-cash and other items:

- Depreciation

Amortization

Deferred capital grant utilized

Unutilized grant transferred to unrestricted fund
Gain on disposal of fixed assets

Interest on investments

- Return on bank deposits

- Exchange gain

oo
o oA

1

Working capital changes

Decrease in advances, deposits, prepayments
and other receivable
Decrease in long term deposits

Decrease in trade and other payables
Net cash utilized in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Fixed capital expenditure
Sale proceed from disposal of fixed assets
Investments made/encashed during the year - net
Income received on bank deposits
Income received on investments
Net cash (utilized in) / generated from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Grants received
Grants utilized
Net cash generated from financing activities

Net (decrease) / increase in cash and cash equivalents

Net foreign exchange differences

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year 19

The annexed notes 1 to 24 form an integral part of these financial statements.
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2020 2019
------------------- Rupees-------=-==nmnueu-
982,446 (5,725,916)
403,173 879,713
47,406 50,056
(124,810) (364,034)
(2,947,634) -
(514,105) (33,000)
(685,166) (842,667)
(188,619) (580,181)
(3,626,870) (1,727,113)
(6,654,179) (8,343,142)
1,255,150 40,616
- 1,527,678
1,255,150 1,568,294
(3,370,267) (15,626,762)
(8,769,296) (22,401,610)
. (52,049) (410,816)
1,384,450 33,000
(6,400,000) 20,000,000
188,619 580,181
618,458 2,024,914
(4,260,522) 22,227,279
21,070,279 43,954,337
(14,728,570) (36,347,737)
6,341,709 7,606,600
(6,688,109) 7,432,269
(277,630) 1,370,846
14,897,147 6,094,032
7,931,408 14,897,147
ECTOR



SOCIAL POLICY AND DEVELOPMENT CENTRE
STATEMENT OF CHANGES IN FUND
FOR THE YEAR ENDED JUNE 30, 2020

Balance at the beginning of the year

Surplus / (Deficit) for the year
Other comprehensive income for the year

Balance as at end of the year

2020

Accumulated fund
(Revenue reserve)

15,765,339 21,491,255
982,446 (5,725,916)
982,446 (5,725,5516)

16,747,785 15,765,339

The annexed notes 1 to 24 form an integral part of these financial statements.
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SOCIAL POLICY AND DEVELOPMENT CENTRE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2020

1.1

1.2

1.3

2.2

2.3

LEGAL STATUS AND OPERATIONS

Social Policy and Development Centre (the Company) was incorporated in Pakistan in May, 1995 as a
public company limited by guarantee not having share capital. The Company has been granted license
under Section 42 of the repealed Companies Ordinance, 1984 (now the Companies Act, 2017) as non-
profit Company. The registered office of the Company is situated at Aman Tower, IBA City Campus,
Karachi.

The main objects of the Company are to support the process of meeting basic human needs consistent
with national goals of social development and to develop the capacity of public and private sector
institutions and non-governmental organizations to plan, design, finance and execute social sector
programmes.

The core activities of the Company are being funded through grant received from University of lllinois,
Chicago (UIC) for tobacco tax research and dissemination of research findings to the public and the policy
makers in Pakistan. The contract was entered into on February 1, 2018 will be concluded on December
31, 2020. During the year, the Company initiated discussion with UIC to renew the contract till December
2022. Subsequent to the year end, the Scope of Work has been submitted to UIC for the period January
1, 2021 to December 2022 and same has been approved on September 25, 2020.

The registered address represents the business unit of the Company.

BASIS OF PREPARATION

Statement of compliance

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

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

- Accounting Standard for Not for Profit Organisations (Accounting Standard for NPOs) 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, unless otherwise
specifically stated.

SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of these financial statements in conformity with accounting and reporting standards, as
applicable in Pakistan, requires management to make estimates, assumptions and use judgment that
affect the application of accounting policies and the reported amount of assets, liabilities, income and
expenses.
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