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The Board of Directors October 25, 2019
Social Policy and Development Centre ASR 1048

Aman Tower, IBA City Campus,

Karachi.

Dear Board Members

FINANCIAL STATEMENTS FOR THE YEAR ENDED JUNE 30, 2019

We have completed the fieldwork for the audit of the financial statements of Social Policy and
Development Centre (the Company) for the year ended June 30, 2019 and are pleased to enclose five
copies of the draft financial statements prepared by the management, which have been initialed by
us only for identification purposes, together with our draft audit report thereon. We shall be pleased
to sign our audit report, in the present or amended form, after:

a) the captioned financial statements, have been approved by the Board and signed by the
Managing Director (Chief Executive) and two of the Directors authorized in this behalf;

b)  we have seen the Board’s specific approval / confirmation in respect of:

Rupees

- additions to property and equipment 410,816

- disposal of fully depreciated assets costing Rs. 182,140 for 33,000

- receivable written off 89,890
- all grants received / receivable during the year have been accounted for, g

aggregating 34,439,641

- liabilities written-back 4,316,482

- understanding provided by the management as more fully explained in
paragraph 3.2 of this letter;

¢) we have received
- letter of representation from the Company’s management in respect of the enclosed
financial statements, signed by the Managing Director and the Chief Financial Officer on
the lines of the draft provided by us; and
- Other information as defined in the International Standard on Auditing — 720, ‘The

auditor’s responsibilities relating to other information in documents containing audited
financial statements’.

A. F. FERGUSON & CO., Chartered Accountants, a member firm of the PwC network
State Life Building No. 1-C, LI. Chundrigar Road, P.O. Box 4716, Karachi-74000, Pakistan
Tel: +92 (21) 32426682-6/32426711-5; Fax: +92 (21) 32415007/32427938/32424740; <www.pwc.com/pk>
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RESPONSIBILITIES OF THE AUDITORS AND THE MANAGEMENT IN
RELATION TO THE FINANCIAL STATEMENTS

The responsibilities of independent auditors, in a usual examination of financial statements,
are explained in the International Standard on Auditing 200 — ‘Overall Objectives of the
Independent Auditor and Conduct of an Audit in accordance with the International Standards
on Auditing’. While the auditors are responsible for forming and expressing their opinion on
the financial statements, the responsibilities for the preparation of financial statements is
primarily that of the Company’s management in accordance with the applicable financial
reporting framework, which includes the design, implementation and maintenance of internal
control relevant to the preparation and presentation of the financial statements that are free
from material misstatement, whether due to fraud or error. The management’s responsibilities
include to provide the auditor with (i) all information, such as records and documentation,
and other matters that are relevant to the preparation and presentation of the financial
statements; (ii) any additional information that the auditor may request from the management
and, where appropriate, those charged with governance; and (iii) unrestricted access to those
within the Company from whom the auditor determines it necessary to obtain audit evidence.
The audit of the financial statements does not relieve the management of its responsibilities.
Accordingly, our examination of the books of account and records should not be relied upon to
disclose all the errors or irregularities in relation to the enclosed financial statements.

MATTERS FOR THE ATTENTION OF THE BOARD

During the course of our audit we identified certain matters, which in our view, require the
attention of the Board. These matters are summarized below.

ADOPTION OF NEW ACCOUNTING STANDARDS

The Company has adopted the following standards as more fully explained in note 4 to the
enclosed financial statements, which have become applicable during the year:

1) International Financial Reporting Standard 9 - ‘Financial Instruments’ (IFRS 9); and

ii) International Financial Reporting Standard 15 ‘Revenue From Contracts With Customers’
(IFRS 15)

The management of the Company has applied IFRS 9 and IFRS 15 in accordance with the
transitional requirements from the date of initial application of July 1, 2018 which has
resulted in changes to its accounting policies. However, the application of the aforementioned
standards did not have a material impact on the enclosed financial statements.

GOING CONCERN

The Board of Directors of the Company in their meeting dated April 6, 2019 had resolved to
explore and if found feasible, establish an affilidatory relationship with Institute of Business
Administration (IBA), Karachi and further if required arrange for special meetings of the
Board of and General Body to authorise voluntary liquidation/dissoluiton of the Company.

In this respect, we have been given to understand by the management, that no arrangement
has been reached with IBA as yet and such no decision is being contemplated with respect to
Company’s liquidation. Further, the Company is in the process of securing new contracts with
various donors, based on which the Company is expected to generate enough liquidity/surplus
in ensuring years. Accordingly, there is no material uncertainty with respect to Company’s
ability to continue as going concern.

We would like the Board to confirm the aforementioned understanding provided to us by the
Company’s management.

Page 2&3



October 25, 2019
j ASR 1048

pwc AFFERGUSON&CO.

4.  We have been advised by the Company’s management as follows:

- there are no contingencies and commitments and transactions and balances with
associated undertakings and related parties other than those disclosed in the enclosed
financial statements; and

- no cases of frauds or errors has been brought to their knowledge during the year which
could have a material effect on the enclosed financial statements.

5.  Asrequired by International Standards on Auditing, we wish to communicate that the draft
representation letter provided to the management (copy to be obtained from the Chief
Financial Officer) contains certain written representations being sought from them in respect
of the enclosed financial statements of the Company.

6.  We would like to inform to the Board that unless we have signed the auditor’s report on the
enclosed financial statements, the same shall remain and be deemed unaudited.

We would like to place on record our appreciation of the co-operation and courtesy extended to us
by the Company’s management and concerned staff during the course of the audit.

Yours truly

e _

encls
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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, 2019, 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, 2019 and of the deficit 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.

Aqyt)m...

A. F. FERGUSON & CO., Chartered Accountants, a member firm of the PwC network
State Life Building No. 1-C, LI. Chundrigar Road, P.O. Box 4716, Karachi-74000, Pakistan
Tel: +92 (21) 32426682-6/32426711-5; Fax: +92 (21) 32415007/32427938/32424740; <www.pwe.com/pk>
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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 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:

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.

¢ 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.

}\’&;hm
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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 purposc 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.

e

A. F. Ferguson & Co.
Chartered Accountants
Karachi

Date: November 7, 2019
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SOCIAL POLICY AND DEVELOPMENT CENTRE
STATEMENT OF FINANCIAL POSITION
AS AT JUNE 30, 2019

ASSETS
Non-Current Assets

Property, plant 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

Notes

w

0 0 ~

10

11
12

13

The annexed notes 1 to 23 form an integral part of these financial statements.

Mspy e~
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MANAGING DIRECTOR

DIRECTOR

Jent) Te v

2019 2018
Rupees------=mmmnmemmeen:
1,934,129 2,403,026
47,406 97,462
185,000 1,712,678
2,166,535 4,213,166
9,154,129 18,353,174
. 21,182,247
14,897,147 6,094,032
24,051,276 45,629,453
26,217,811 49,842,619
15,765,339 21,491,255
260,738 213,956
2,947,635 5,266,547
7,244,099 22 870,861
10,191,734 28,137,408
26,217,811 49,842,619
e m m\:‘
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SOCIAL POLICY AND DEVELOPMENT CENTRE
INCOME AND EXPENDITURE STATEMENT
FOR THE YEAR ENDED JUNE 30, 2019

Income

Deferred capital grant utilized
Grants utilized

Other project revenue

Other income

Expenditure

Research and advocacy cost
Administrative expenses

Deficit for the year

Notes

10

14

15
16

2019 2018
------------------ Rupees-------=n=n----
364,034 1,784,202
36,347,737 52,149,870
4,848,969 5,967,313
7,552,728 3,708,074
49 113,468 63,609,459

(48,488,138)

(62,630,120)

(6,351,246) (6,438,133)
(54,839,384)  (69,068,253)
(5,725,916) (5,458,794)

The annexed notes 1 to 23 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, 2019

2019 2018
Rupees----=-=-s=ceu--.
Deficit for the year (5,725,916) (5,458,794)
Other comprehensive income - -
Total comprehensive loss for the year (5,725,916) (5,458,794)

The annexed notes 1 to 23 form an integral part of these financial statements.
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SOCIAL POLICY AND DEVELOPMENT CENTRE
STATEMENT OF CHANGES IN FUND
FOR THE YEAR ENDED JUNE 30, 2019

2019 2018
Rupees-------=-enomeceues
Accumulated fund
(Revenue reserve)

Balance at the beginning of the year 21,491,255 26,950,049
Deficit for the year (5,725,916) (5,458,794)
Other comprehensive income for the year - -
(5,725,916) (5,458,794)
Balance as at end of the year 15,765,339 21,491,255

The annexed notes 1 to 23 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, 2019

Notes
CASH FLOWS FROM OPERATING ACTIVITIES
Deficit for the year
Adjustment for non-cash and other items:
- Depreciation 5
- Amortization 6
- Deferred capital grant utilized 10

Gain on disposal of plant and equipment
- Interest on investments
- Exchange gain

Working capital changes

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

(Decrease) / Increase in trade and other payables
Net cash (used in) / generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Fixed capital expenditure
Sale proceed from disposal of fixed assets
Investments encashed during the year - net
Income received on investments

Net cash generated from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Grants received
Grants utilized
Net cash generated from / (utilized in) financing activities

Net 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

The annexed notes 1 to 23 form an integral part of these financial statements.

Apm

L

MANAGING DIRECTOR

2019 2018
----------------- Rupees------=--nancevo-
(5,725,916) (5,458,794)
879,713 921,274
50,056 50,056
(364,034) (1,784,202)
(33,000) (812,658)
(842,667) (1,550,623)
(1,727,113) -
(7,762,961) (8,634,947)
40,616 14,500
1,527,678 302,822
1,568,294 317,322
(15,626,762) 10,642,286
(21,821,429) 2,324,661
(410,816) (729,299)
33,000 958,221
20,000,000 8,500,000
2,024,914 1,806,610
21,647,098 10,535,532
43,954,337 42,005,692
(36,347,737) (52,149,870)
7,606,600 (10,144,178)
7,432,269 2,716,015
1,370,846 -
6,094,032 3,378,017
14,897,147 6,094,032
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SOCIAL POLICY AND DEVELOPMENT CENTRE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2019

1<

1.2

1.3

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 was
situated at C-99, KDA 1, however subsequent to year end the Company has shifted its
registered office to 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 acrivities 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 entered into on February 1, 2018 and
concluded on December 31, 2018, however, it has been renewed till December 31, 2020.

The business units of the Company include the following:

Business Units Geographical Location

Head Office Aman Tower, IBA City Campus, Karachi.
Islamabad office 209, 2nd Floor, Emirates Tower, F-7 Markaz, Islamabad. o

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 Organizations (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.

Mgy



2.2

2.3

2:3.1

2.4

Basis of measurement

These financial statements have been prepared on the basis of historical cost convention.

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.

The estimates, assumptions and judgments are continually evaluated and are based on
historical experience and other factors, including expectations of future events that are believed
to be reasonable under the circumstances. The Company makes estimates, assumptions and
judgements concerning the future. The resulting accounting estimates will, by definition, seldom
equal the related actual results. The estimates, assumptions and judgements that have a risk
of causing adjustment to the carrying amounts of assets and liabilities within the next financial
year are as follows:

Property, plant and equipment

The Company reviews appropriateness of the rates of depreciation, useful lives and residual
values used in the calculation of depreciation of property, plant and equipment on an annual
basis. Further, where applicable, an estimate of recoverable amount of assets is made for
possible impairment on an annual basis.

Initial application of standards, amendments to approved accounting and reporting
standards and interpretations

a) Standards, amendments to approved accounting and reporting standards and
interpretations that are effective for the Company's accounting periods beginning on
or after July 1, 2018 )

The following new syandards are mandatory for the financial year beginning July 1, 2018
and are relevant to the Company:

- IFRS 9 ‘Financial instruments’ (effective for reporting periods ending on or after June 30,
2019) - IFRS 9 replaces the guidance in IAS 39 ‘Financial instruments: recognition and
measurement’. It includes requirements on the classification and measurement of
financial assets and liabilities; it also includes an expected credit loss model that replaces
the current incurred loss impairment model.

- IFRS 15 ‘Revenue from contracts with customers’ (effective for reporting periods
beginning on or after July 1, 2018) - IFRS 15 replaces the previous revenue standards:
IAS 18 ‘Revenue’, IAS 11 ‘Construction Contracts’, and the related interpretations on
revenue recognition. IFRS 15 introduces a single five-step model for revenue recognition
and establishes a comprehensive framework for recognition of revenue from contracts
with customers based on a core principle that an entity should recognise revenue when
the control of goods or services have been transferred to customers in an amount that
reflects the consideration to which the entity expects to be entitled in exchange for those
goods or services.

The impact of changes laid down by these standards have been disclosed in note 4.

=
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3.2

There are certain amendments to approved accounting and reporting standards and
interpretations which are mandatory for the Company's annual accounting period which
began on July 1, 2018. However, these are considered not to be relevant or to have any
significant effect on the Company's financial reporting and, therefore, have not been detailed
in these financial statements.

b) Standards, amendments to approved accounting and reporting standards and
interpretations that are effective for the Company's accounting periods beginning on
or after July 1, 2019

The following new standard is effective for accounting period beginning on or after July 1,
2019 and has not been early adopted by the Company.

IFRS 16 ‘Leases’ will be effective for the Company’'s annual accounting period beginning
July 1, 2019. It will result in almost all leases being recognised on the statement of financial
position, as the distinction between operating and finance leases is removed. Under the new
standard, an asset (the right to use the leased item) and a financial liability to pay rentals are
recognised. The only exceptions are short-term and low-value leases. At present the
Company is in the process of determining the impacts of application of IFRS 16 on future
financial statements of the Company.

Additionally there are certain new standards, amendments to approved accounting and
reporting standards and interpretations that will be mandatory for the Company's annual
accounting period beginning on or after July 1, 2019. However, these are considered not to
be relevant or to have any significant effect on the Company's financial reporting and,
therefore, have not been detailed in these financial statements.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Property and equipment
Property and equipment are stated at cost less accumulated depreciation and impairment, if
any.

Depreciation on an asset is charged to income and expenditure statement applying the straight-
line method whereby the cost of an asset is written off over its estimated useful life at the rates
stated in note 5 to the financial statements. Depreciation on additions is charged from the
month of addition, whereas no depreciation is charged in the month of disposal.

Gain or loss on disposal or retirement of an asset, represented by the difference between the
sale proceeds and the carrying amount of the asset, is recognised in income and expenditure
statement.

Repairs and maintenance are charged to income and expenditure statement as and when
incurred.

Intangible assets

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

My



3.3

3.3.1

Generally, costs associated with maintaining computer software are recognised as an expense
as incurred. However, costs that are directly associated with identifiable software and have
probable economic benefits exceeding the cost beyond one year, are recognised as an
intangible asset. Direct costs include the purchase cost of software and related employee and
other overhead cost. Expenditure which enhances or extends the performance of computer
software beyond its original specification and useful life is recognised as a capital improvement
and added to the original cost of the software.

Computer software cost treated as intangible asset is amortized from the month the software is
put to use on straight-line basis over a period of 3 years. The carrying amount of the intangible
assets is reviewed for impairment whenever events or changes in circumstances indicate that
the carrying amount may not be recoverable. An impairment loss is recognized for the amount
by which the asset's carrying amount exceeds its recoverable amount in income and
expenditure statement. Reversal of impairment losses are also recognised in income and
expenditure statement.

Financial assets and financial liabilities
Financial assets
Classification

Financial assets are classified at initial recognition and subsequently measured at amortised
cost, fair value through other comprehensive income (FVTOCI) or fair value through profit or
loss (FVTPL). The measurement basis is determined by reference to both the business model
for managing the financial assets and the contractual cash flow characteristics of the financial
asset.

a) Amortised cost

Financial asset is measured at amortised cost where asset is held within a business model
whose objective is to hold assets to collect contractual cash flows and the contractual terms
give rise on specified dates to cash flows that are solely payments of principal and interest
on the principal amount outstanding. '

b) At fair value through other comprehensive income

Financial asset is measured at fair value through other comprehensive income where
assets are held within a business model whose objective is achieved by both collecting
contractual cash flows and selling the financial assets and the contractual terms of the
financial asset give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

c) At fair value through profit or loss

Financial assets, that are not measured at amortised cost or at fair value through other
comprehensive income on initial recognition, are classified as fair value through profit or
loss.

-



3.3.2

3.3.3

3.4

All financial assets are recognised at the time when the Company becomes a party to the
contractual provisions of the instrument. Financial assets at amortised cost are initially
recognised at fair value and are subsequently measured at amortised cost using the effective
interest method. The amortised cost is reduced by impairment losses, if any. Interest income
and impairment losses are recognised in income and expenditure statement. Financial assets
carried at FVTOCI are initially and subsequently measured at fair value, with gains and losses
arising from changes in fair value recognised in other comprehensive income / (loss). Financial
assets carried at FVTPL are initially recorded at fair value and transaction costs are expensed
in the income and expenditure statement. Realised and unrealised gains and losses arising
from changes in the fair value of the financial assets and liabilities held at FVTPL are included in
the income and expenditure statement in the period in which they arise. Financial assets are
derecognised when the rights to receive cash flows from the assets have expired or have been
transferred and the Company has transferred substantially all the risks and rewards of
ownership. On derecognition of a financial asset, in its entirety, the difference between the
asset’s carrying amount and the sum of the consider