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INDEPENDENT AUDITOR’S REPORT

. ) _ , T +92 51 2271906
To the members of National Testing Setvice - Pakistan E 192 51 2273874

Report on the Audit of Financial Statements
Opinion

We have audited the annexed financial statements of National Testing Service - Pakistan (“the Company”) which
comptise the statement of financial position as at June 30, 2022, 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 information required by the Companies Act, 2017
(XIX 0f 2017), in the manner so tequired and respectively give a true and fair view of the state of the Company’s affaits
as at June 30, 2022 and of the surplus, the comprehensive income, the changes in fund and its cash flows for the year
then ended.

Basis of Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable in Pakistan. Our
tesponsibilities 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’ Cods 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.

Emphasis of Matters

1. We draw attention to note 15 to the financial statements, which describes the uncertainty related to the outcome
of tax contingencies. Our opinion is not qualified in this matter.

2. We draw attention to note 27 to the financial statements which stipulates limitation for not restating comparative
figures presented in statement of income and expenditure and balances of earlier period presented. Our opinion is
not qualified in this matter.

Chartered Accauntants grantthornton.pk
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Responsibi]itiés of Management and Boatd of Directors for the Financial Statements

Management is responsible for the prepatation 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 concetn basis of
accounting unless management either intends to liquidate the Company or to cease operations, ot has a realistic
alternative 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 judgement and maintain
professional skepticism throughout the audit. We also:

e Identify and assess the risks of matetial misstatement of the financial statements, whether due to fraud ot etrot,
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 etror, 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 expressing an opinion on the effectiveness of the Company’s intetnal

control,

e  Hvaluate 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 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 undetlying 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 Requitements
Based on our audit, we further report that in our opinion:

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

b) 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 thereon have
been drawn up in conformity with the Companies Act, 2017 (XIX of 2017) and are in agreement with the books
of accounts and retutns;

c) investments made, expenditures 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 Waqas Waris.

sl

hatrtered Accountants
Islamabad
November 17, 2022

UDIN: AR2022102095:GfoSBiup
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STATEMENT OF FINANCIAL POSITION

AS AT JUNE 30, 2022
Restated
2022 2021
Note Rupees Rupees
ASSETS
Non-curtent assets
Property and equipment 4 874,573,177 949,940,837
Intangible assets 5 1,120,000 1,680,000
Deferred taxation 6 - 5,788,899
875,693,177 957,409,736
Current assets
Advances, deposits and prepayments 7 37,238,476 16,621,148
Tax refundable from Government - net 8 4,840,894 15,685,503
Accounts receivables 9 119,571,068 39,419,817
Other assets 10 305,552,027 321,278,951
Cash and bank balances 11 326,307,360 381,156,289
793,509,825 774,161,708
Total assets 1,669,203,002 1,731,571,444
FUNDS AND LIABILITIES
Fund account
Members subscription account 10,000 10,000
Additional subscription 12 598,252,471 598,252,471
Accumulated surplus 685,037,738 650,532,096
1,283,300,209 1,248,794,567
Non-current liabilities
Deferred taxation 6 18,982,399 -
Deferred liabilities 13 18,221,648 14,282,385
37,204,047 14,282,385
Current liabilities
Accrued and other liabilities 14 348,698,746 468,494,492
Total funds and liabilities 1,669,203,002 1,731,571,444
CONTINGENCIES AND COMMITMENTS 15
The annexed notes from 1 to 29 form an integral part of these financial statements.
e
_ CHUFF EXESYTIVE OFFICER DIRECTOR
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NATIONAL TESTING SERVICE - PAKISTAN

(A Company under Section 42 of the Companies Act, 2017)
STATEMENT OF INCOME AND EXPENDITURE
FOR THE YEAR ENDED JUNE 30, 2022

=

—

=
——

—

2022 2021

Note Rupees Rupees
Income
Test fee income - net 16 345,277,054 515,673,673
Expenditure
Direct expenses 17 (210,750,048) (272,452,189)

134,527,006 243,221,484
Administrative expenses 18 (231,415,847) (310,819,513)
Operating deficit (96,888,841) (67,598,029)
Other income 20 175,018,486 54,485,439
Finance cost 21 (895,543) (916,004
Net surplus/(deficit) before tax 77,234,102 (14,028,594)
Provision for taxation 22 (43,065,155) (7,213,005)
Net surplus/(deficit) after tax 34,168,947 (21,241,599)
The annexed notes from 1 to 29 form an integral part of these financial statements. f!/
oxeu
;2-'- t
GHIEF EXBEUTIVE OFFICER DIRECTOR



L

=

—

[
Mg

'_
[ SS—

NATIONAL TESTING SERVICE - PAKISTAN

(A Company under Section 42 of the Companies Act, 2017)
STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED JUNE 30, 2022

Surplus/(deficit) for the year

Items that will not be subsequently reclassified to profit or loss
Remeasurement gain on defined benefit plan
Related tax impact
Other comprehensive income for the year - net of tax
Total comprehensive income/(loss) for the year

The annexed notes from 1 to 29 form an integral part of these financial statements.

CHI }gI'VE OFFICER

2022 2021
Rupees Rupees
34,168,947 (21,241,599)
474,219 949,821
(137,524) (275,448
336,695 674,373
34,505,642 (20,567,226)
1_ l
DIRECTOR
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NATIONAL TESTING SERVICE - PAKISTAN

(A Company under Section 42 of the Companies Act, 2017)
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2022

CASH FLOW FROM OPERATING ACTIVITIES

Sutplus/(deficit) before taxation
Adjustment for non-cash items:
Depreciation
Amortization
Gain on disposal of fixed asset
Advances written off
(Reversal)/increase of/in provision for doubtful security deposits
(Reversal)/increase of/in provision for doubtful account receivables
Provision for gratuity
Provision for leave encashment
Operating cash generated before working capital charges
Working capital changes:
(Increase)/decrease in curtent assets:
Advances, deposits & prepayments
Accounts receivables
Other assets

(Decrease)/increase in current liabilities:
Accrued & other liabilities
Cash generated (used in)/from operating activities
Benefits paid during the year
Income tax paid/withheld

Net cash flow (used)/generated from operating activities

CASH FLOW FROM INVESTING ACTIVITIES
Acquisition of property and equipment

Sale proceeds of property and equipment

Decrease in capital wotk in progress

Net cash used in investing activities

CASH FLOW FROM FINANCING ACTIVITIES
Net (dectease)/increase in cash and cash equivalent
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

The annexed notes from 1 to 29 form an integral part of these financial statements.

et

CHI ITVE OFFICER

2022 2021
Note Rupees Rupees

77,234,102 (14,028,594)
82,747,870 73,524,777
560,000 210,000
(2,258,000) (902,516)
- 9,373,596
(18,674,694) 15,217,852
(78,537,819) 84,422,136
3,098,930 3,716,326
1,480,551 1,048,947
65,650,940 172,582,524
(1,942,634) 7,054,697
(1,613,432) 33,340,052
15,726,924 (87,394,062
12,170,858 (46,999,313)
(119,795,746) 77,767,945
(107,624,888) 30,768,632
(166,000) (14,495,169)
(7,586,772) (17,643,880)
(49,726,719) 171,212,107
(7,380,210) (28,416,014)
2,258,000 1,335,000
- 15,000,000
(5,122,210) (12,081,014)
(54,848,929) 159,131,093
381,156,289 222,025,196
11 326,307,360 381,156,289

1

CLX 4

DIRECTOR
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NATIONAL TESTING SERVICE - PAKISTAN

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

STATEMENT OF CHANGES IN FUND

FOR THE YEAR ENDED JUNE 30, 2022

Subscription  Additional  Accumulated
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. Total
account subsctiption surplus
Rupees
Balance as of July 01 2020 598,252,471 10,000 758,865,643 1,357,128,114
Total comprehensive income for the year
Deficit for the year - - (21,241,599) (21,241,599)
Other comprehensive income - net of tax - - 674,373 674,373
Balance as at June 30, 2021 598,252,471 10,000 738,298 417 1,336,560,888
Balance as of July 01 2021 - as previously reported 598,252,471 10,000 738,298,417 1,336,560,888
Restatment (note 27) - - (87,766,321) (87,766,321)
Balance as of July 01 2021 - restated 598,252,471 10,000 650,532,096 1,248,794,567
Total comprehensive income for the year
Surplus for the year - - 34,168,947 34,168,947
Other comprehensive income - net of tax - . 336,695 336,695
Balance as at June 30, 2022 598,252,471 10,000 685,037,738 1,283,300,209
The annexed notes from 1 to 29 form an integral part of these financial statements. dt’
m N
CHIE JIFTTVE OFFICER ‘DIRECTOR
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NATIONAL TESTING SERVICE - PAKISTAN

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

FOR THE YEAR ENDED JUNE 30, 2022

1
Lt

2.2

2.3

2.4

CORPORATE AND GENERAL INFORMATION

Legal Status and Operations

National Testing Service - Pakistan (the "Company") is a Public Sector Company registered with Registrar of
companies of Securities & Exchange Commission of Pakistan (SECP), Islamabad under section 42 of companies
ordinance 1984 (Repealed with the enactment of Companies Act, 2017). The principle activity of the Company is
to provide testing & assessment services for admission and recruitment. The registered office of the organization
is situated at Plot No. 96, Street No. 4, Sector H-8/1 Islamabad 44000, Pakistan.

The promoter institution of the Company is COMSATS University Islamabad and Ministry of Science &
Technology is its administrative Ministry.

BASIS OF PREPARATION

Statement of compliance

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

- International Financial Reporting Standards (IFRS Standards) 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

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

Where provisions of and directives issued under the Companies Act, 2017 differ from the IFRS Standatds 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 historical cost convention except for the liabilities related
to defined benefit, gratuity and compensated leave absences which are stated at present value of the defined
benefit liability, determined through actuarial valuation and lease liability which is measured at present value.

Functional and presentation curtency

These financial statements are presented in Pakistani Rupees, which is the Company's functional and
presentation currency.

Significant estimates and judgments

The preparation of financial statements in conformity with the accounting and reporting standards requires
management to make judgments, estimates and assumptions that effect the application of policies and reported
amounts of assets and liabilities, income and expenses. The estimates and associated assumptions are based on
historical experience and various other factors that are believed to be reasonable under the circumstances, the
results of which form the basis of making the judgments about carrying values of assets and liabilities that are not
readily apparent from the other sources. Actual results may differ from these estimates.

The estimates and assumptions are reviewed on an ongoing basis. Revision to accounting estimates are
recognized on the period in which the estimates are revised if the revision affects only that period, or in the
period of revision or future periods if the revision affects both current and future periods. The areas involving a
higher degree of judgment or complexity, or areas where assumptions and estimates are significant to the
financial statements are as follows:

* assumptions and estimates used in determining the recoverable amount, residual values and useful lives of
property and equipment (note 3.1.1);

* assumptions and estimates used in determining lease term and incremental borrowing rate of right of-use assets
and corresponding lease liabilities (note 3.1.3);

* assumptions and estimates used in determining the useful lives and residual values of intangible assets (note
3.1.2);

* assumptions and estimates used in calculating the provision for impairment for account receivables (note
3.10.4);

* deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available
against which the assets may be utilized (note 3.4);

* assumptions and estimates used in determining current income under relevant tax law and the decisions of
appellate authorities on certain cases issued in the past (note 3.4); ﬁ/
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NATIONAL TESTING SERVICE - PAKISTAN

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

FOR THE YEAR ENDED JUNE 30, 2022

2.5
2.5.1

2.5.2

31
3.11

* assumptions and estimates used in disclosure and assessment of contingent liabilities (note 3.8);

* assumptions and estimates used in determining current income under relevant tax law and the decisions of
appellate authorities on certain cases issued in the past (note 3.4); and

* assumptions and estimates used in determining the present value of for defined benefit obligation and other
long term employment benefits (note 3.6).

New accounting standards, intetrpretations and amendments

Following are the standards, amendments and intetpretations to existing standards that are not yet effective and
have not been early adopted by the Company. These standards, amendments and interpretations are anticipated
to have no significant impact on the Company's Financial Statements other than cettain additional disclosures.
Standards, interpretations and amendments to existing standards not yet effective

The following International Financial Reporting Standards (IFRS Standards) as notified under the Companies
Act, 2017 and the amendments and interpretations thereto will be effective from the dates mentioned below:

Effective date (annual petiods
beginning on or after)

IAS 1 Presentation of Financial Statements (Amendments) January 1, 2023
IAS 12 Income Taxes (Amendments) January 1, 2023
IAS 8 Accounting Policies, Changes in Accounting Estimates and January 1, 2023
Errors
IFRS4  Insurance Contracts (Amendments) January 1, 2023
IAS16  Property, Plant and Equipment (Amendments) January 1, 2022
IAS37  Provisions, Contingent Liabilities and Contingent Assets January 1, 2022
(Amendments)
IFRS3  Business Combinations (Amendments) January 1, 2022
IAS41  Agriculture (Amendments) January 1, 2022
IFRS9  Financial Instruments (Amendments) January 1, 2022
IFRS 16  Leases (Amendments) January 1, 2022

The following new standards and interpretations have been issued by the International Accounting Standards
Board (IASB), which have not been adopted locally by the Securities and Exchange Commission of Pakistan
(SECP):

IFRS1  First Time Adoption of International Financial Reporting Standards

IFRS 17  Insurance Contracts

The following interpretation issued by the International Accounting Standards Board (IASB) has been waived by
the Securities and Exchange Commission of Pakistan (SECP):

IFRIC 12 Service concession arrangements
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Significant accounting policies applied in the preparation of these financial statements are the same as those
applied in eatlier period presented in these financial statements.

Property and equipment

Owned

Fixed assets except for freehold land and capital work in progress are stated at historical cost less accumulated
depreciation and impairment losses, if any. Freehold land is stated at cost less impairment loss, if any.
Depreciation on fixed assets is charged to statement of income and expenditures using the straight line method
$o as to write off the depreciable amount of an asset over its estimated useful life after taking into account their
residual values. Leasehold land is amottized over the lease period extendable upto 99 years. The assets' residual
values and useful lives are reviewed at each financial year end and adjusted if impact on depreciation is
significant.

Depreciation on additions to property and equipment is charged from the year in which an asset is acquired or
capitalized, while no depreciation is charged for the year in which the asset is disposed off.

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 benefits 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 receipts and
expenditures statement during the period in which they are incurred. m/
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NATIONAL TESTING SERVICE - PAKISTAN

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

FOR THE YEAR ENDED JUNE 30, 2022

3.1.2

3.1.3

3.2

3.3

Gains or losses on disposal of assets, if any, are included in statement of income and expenditures as and when

incurred.
Intangible assets

Intangible assets are stated at cost less accumulated amottization and impairment losses, if any. Subsequent cost
on intangible assets is capitalized only when it increases the future economic benefits embodied in the specific
assets to which it relates. All other expenditures are expensed as incutred.

Amortization is charged to the statement of income and expenditure on a straight line basis over the estimated
useful lives of intangible assets unless such lives are indefinite. Amortization on additions to intangible assets is
charged from the month in which an item is acquired or capitalized while no amortization is charged for the
month in which the item is disposed off.

Leased assets:

At inception of a contract, Company assesses whether a contract is, or contains, a lease based on whether the
contract conveys the right to control the use of an identified asset for a period of time in exchange for
consideration. Lease terms are negotiated on an individual basis and contain a wide range of different terms and
conditions.

Leases are recognized as a right-of-use asset and a cotresponding liability at the date at which the leased asset is
available for use by the Company.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease, or if that rate cannot be readily
determined, Company's incremental borrowing rate.

Lease payments include fixed payments, variable lease payments that are based on an index or a rate amounts
expected to be payable by the lessee under residual value guarantees, the exercise price of a purchase option if the
lessee is reasonably certain to exercise that option, payments of penalties for terminating the lease, if the lease
term reflects the lessee exercising that option, less any lease incentives receivable. The extension and termination
options are incorporated in determination of lease term only when Company is reasonably certain to exercise
these options.

The lease liability is subsequently measured at amortised cost using the effective interest rate method. It is
remeasured when there is a change in future lease payments arising from a change in fixed lease payments or an
index or rate, change in Company’s estimate of the amount expected to be payable under a residual value
guarantee, or if Company changes its assessment of whether it will exercise a purchase, extension or termination
option. The corresponding adjustment is made to the carrying amount of the right-of-use asset, or is recorded in
the statement of income and expenditure if the carrying amount of right-of-use asset has been reduced to zero.

The right-of-use asset is initially measured based on the initial amount of the lease liability adjusted for any lease
payments made at or before the commencement date, plus any initial direct costs incurred and an estimate of
costs to dismantle and remove the undetlying asset or to restore the underlying asset or the site on which it is
located, less any lease incentive received. The right-of-use asset is depreciated on a straight line method over the
lease term as this method most closely reflects the expected pattern of consumption of future economic benefits.
The right-of-use asset is reduced by impairment losses, if any, and adjusted for certain remeasurement of the
lease liability.

Revenue recognition

Revenue is recognized at an amount that reflects the consideration, to which the Company expect to be entitled
in exchange for transferring of services to its customers. Revenue from operations of the Company are
recognized when the setvices are provided, and thereby the performance obligations are satisfied. Receivable is
recognized when the services are provided to customers as this is the point in time that the consideration is
unconditional because only passage of time is required before the payment is due. The Company recognizes
contract liabilities for consideration received in respect of unsatisfied performance obligations and reports these
amounts as 'unearned income' in the statement of financial position.

Trade and other payables

Liabilities for trade and other amounts payable are measured at cost which is the fair value of the consideration
to be paid in the future for goods and services received whether billed to the Company or not. ﬂ/
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NATIONAL TESTING SERVICE - PAKISTAN

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

FOR THE YEAR ENDED JUNE 30, 2022

3.4

3.5

3.6

3.6.1

3.6.2

3.7

3.8

Taxation

Taxation for the year comprises current and deferred tax. Taxation is recognized in the statement of income and
expenditure except to the extent that it relates to items recognized directly in equity or in other comprehensive
income.

Current

Provision for current taxation is based on taxable income at the current rates of tax after taking into account
applicable tax credits, rebates, losses and exemptions available, if any.

Deferred

Deferred tax is accounted for using the liability method in respect of all taxable temporary differences arising
from differences between the carrying amount of assets and liabilities in the financial statements and the
corresponding tax bases used in the computation of taxable profit. Deferred tax liabilities are recognized for all
taxable temporary differences and deferred tax assets are recognized to the extent that it is probable that taxable
profits will be available against which the deductible temporary differences, unused tax losses and tax credits can
be utilized. Deferred tax assets are reviewed at each reporting date and are reduced to the extent that is no longer
probable that the related tax benefit will be realized.

Unrecognized deferred income tax assets are reassessed at each date of statement of financial position and are
recognised to the extent that it becomes probable that future taxable profit will allow deferred tax asset to be
recovered.

Deferred tax assets and liabilities are measured at the tax rate that are expected to apply to the year when the
asset is utilized or the liability is settled, based on the tax rates that have been enacted or substantially enacted at
the financial position date.

Cash and cash equivalents

Cash and cash equivalents comprises of cash in hand, cheques and pay orders in hand, balances with banks and
highly liquid short term investments that are readily convettible to known amounts of cash and which are subject
to insignificant risk of change in value with maturity of three months or less from the date of acquisition.

Employees benefits

The Company operates unfunded gratuity and leave encashment schemes for all its employees who have
completed the minimum qualifying period of service as defined under the scheme. Provision is made annually to
cover obligations under the scheme on the basis of actuarial valuation and is charged to income. The most recent
valuation was carried out as at June 30, 2022 using the " Projected Unit Credit Method". Actuarial gains ot losses,
if any, are recognized immediately. The results of actuarial valuation are summarized in note 13 to these financial
statements.

Gratuity

The Company operates an unfunded gratuity scheme for its regular employees. The scheme pays a lump sum
benefit to members on leaving the Company's service after minimum of 4 years. The benefit is calculated by
using the formulae: Last drawn basic salary multiplied by number of completed yeais of service.

Leave encashment scheme:

The Company operates an unfunded leave encashment scheme for all of its employees. The employees of the
Company are entitled to take 24 days of eatned leave every year. The unutilized leaves is accumulated upto a
maximum of 90 days. Leave encashment is made on the last drawn basic salary.

Provisions

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

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, 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. 1{
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NATIONAL TESTING SERVICE - PAKISTAN

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

FOR THE YEAR ENDED JUNE 30, 2022

3.9

3.10

3.10.1

@

(i)

(iii)

Account receivables and other receivables

Account receivables and other receivables are recognised initially at the amount of consideration that is
unconditional, unless they contain significant financing component in which case such are recognised at fair
value. The Company holds the account receivables with the objective of collecting the contractual cash flows and
therefore measures the account receivables subsequently at amortized cost using the effective interest rate
method.

Financial instruments

All financial assets and financial liabilities are recognized at the time when the Company becomes a party to the
contractual provisions of the instrument. All the financial assets are derecognized at the time when the Company
loses control of the contractual tights that comprise the financial assets. All financial liabilities are derecognized
at the time when they are extinguished that is, when the obligation specified in the contract is discharged,
cancelled, or expires. Any gains or losses on de-recognition of the financial assets and financial liabilities are
taken to the statement of income and expenditure.

Financial Assets

The Company classifies its financial assets into following three categories:

- fair value through other comprehensive income (FVOCI);

- fair value through profit or loss (FVTIPL); and

- measured at amortized cost.

The classification depends on the entity’s business model for managing the financial assets and the contractual
terms of the cash flows. A financial asset is tnitially measured at fair value plus, for an item not at FVTPL,
transaction costs that are directly attributable to its acquisition.

Amortized cost

Assets that are held for collection of contractual cash flows where those cash flow represents solely payments of
principal and interest are measured at amortized cost. Interest income from these financial assets, impairment
losses, foreign exchange gains and losses, and gain or loss arising on derecognition are recognised directly in
income and expenditure,

Fait 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.

Fair value through profit or loss

Assets that do not meet the criteria for amortized cost or fair value through other comprehensive income or
assets that are designated at fair value through profit or loss using fair value option, are measured at fair value
through profit or loss. A gain or loss on debt investment that is subsequently measured at fair value through

profit or loss is recognised in income and expenditure in the period in which it arises.

Recognition and derecognition

Regular way purchases and sales of financial assets are recognized on trade-date, the date on which Company
commits to purchase or sell the asset. Financial assets are derecognized when the rights to receive cash flows
from the financial assets have expired or have been transferred and Company has transferred substantially all the
risks and rewards of ownership.

Measurement

At initial recognition, Company measures a financial asset at its fair value plus, in the case of a financial asset not
at FVTPL, transaction costs that are directly attributable to the acquisition of the financial asset. Transaction
costs of financial assets carried at FVTPL are expensed in statement of income and expenditure.

Debt instruments

Company subsequently measures all debt instruments at amortized cost as assets are held for collection of
contractual cash flows where those cash flows represent solely payments of principal and interest. Interest
income from these financial assets is included in other income using the effective interest rate method. Any gain
ot loss arising on derecognition is recognized directly in statement of income and expenditure and presented in
other income /(loss). 71(
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3.10.2

b)

3.10.3

3.10.4

Impairment of financial assets

Company recognises loss allowances for Expected Credit Losses (ECLs) in respect of financial assets measured
at amortised cost.

Company measures loss allowances at an amount equal to lifetime ECLs, except for the following, which are
measured at 12-month ECLs:

- debt securities that are determined to have low credit risk at the reporting date; and

- other debt securities and bank balance for which credit risk (L.e. the risk of default occurring over the expected
life of the financial instrument) has not increased significantly since initial recognition,

When determining whether the credit risk of a financial asset has increased significantly since initial recognition
and when estimating ECLs, Company considers reasonable and supportable information that is relevant and
available without undue cost or effort. This includes both quantitative and qualitative information and analysis,
based on Company’s historical experience and informed credit assessment and including forward-looking
information,

Company assumes that the credit risk on a financial asset has increased significantly if it is more than past due for
a reasonable period of time. Lifetime ECLs are the ECLs that result from all possible default events over the
expected life of a financial instrument. 12-month ECLs are the portion of ECLs that result from default events
that are possible within the 12 months after the reporting date (or a shorter period if the expected life of the
instrument is less than 12 months). The maximum period considered when estimating ECLs is the maximum
contractual petiod over which Company is exposed to credit risk.

Financial Liabilities

The Company classifies its financial liabilities in the following categories:

- at fair value through profit or loss; and

- other financial liabilities

The Company determines the classification of its financial liabilities at initial recognition. All financial liabilities
are recognized initially at fair value and, in the case of other financial liabilities, also include directly attributable
transaction costs. The subsequent measurement of financial liabilities depends on their classification, as follows:

Fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial liabilities held-for-trading and financial
liabilities designated upon initial recognition as being at fair value through profit or loss. The Company has not
designated any financial liability upon recognition as being at fair value through profit or loss.

Amortized cost

After initial recognition, other financial labilities which are interest bearing are subsequently measured at
amortized cost, using the effective interest rate method. Gain and losses are recognized in the statement of profit
or loss, when the liabilities are derecognized as well as through effective interest rate amortization process.
Offsetting

A financial asset and financial liability is off-set and the net amount is reported in the statement of financial
position when there is a legally enforceable right to set-off the transaction and also there is an intention to settle
on a net basis or to realize the asset and settle the liability simultaneously.

Impairment of financial assets:

The Company assesses on a forward looking basis the Expected Credit Losses (ECL) associated with its debt
instruments carried at amortized cost and FVTOCI. The impairment methodology applied depends on whether
there has been a significant increase in credit risk. ﬂ

Following are financial instruments that are subject to the ECL model:
- Trade debts

- Loans, advances and deposits

- Cash and bank balances
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3n

General approach for loans, advances and deposits, and cash and bank balances

The measurement of expected credit losses is a function of the probability of default, loss given default (i.e. the
magnitude of the loss if there is a default) and the exposure at default. The assessment of the probability of
default and loss given default is based on historical data adjusted by forward-looking information (adjusted for
factors that are specific to the counterparty, general economic conditions and an assessment of both the current
as well as the forecast direction of conditions at the reporting date, including time value of money where
appropriate). As for the exposure at default for financial assets, this is represented by the assets’ gross catrying
amount at the reporting date. Loss allowances are forward-looking, based on 12 month expected credit losses
where there has not been a significant increase in credit risk rating, otherwise allowances are based on lifetime
expected losses.

Expected credit losses are a probability weighted estimate of credit losses. The probability is determined by the
tisk of default which is applied to the cash flow estimates. In the absence of a change in credit rating, allowances
are recognized when there is reduction in the net present value of expected cash flows. On a significant increase
in credit risk, allowances are recognized without a change in the expected cash flows, although typically expected
cash flows do also change; and expected credit losses are rebased from 12 month to lifetime expectations.

Simplified approach for account receivables and security deposits

The Company recognizes life time ECL on account receivables and security deposits, using the simplified
approach. The measurement of ECL reflects:

- an unbiased and probability-weighted amount that is determined by evaluating a range of possible outcomes.

- reasonable and supportable information that is available at the reporting date about past events, current
conditions and forecasts of future economic conditions.

As the Company applies simplified approach in calculating ECLs for account receivables and security deposits,
the Company does not track changes in credit risk, but instead recognized a loss allowance based on life time
ECLs at each reporting date. ECLs on these financial assets are estimated using a provision matrix approach
adjusted for forward looking factors specific to the debtors and economic environment. The management has
changed its estimate regarding loss given default duting the year due to improvement in collection pattern of past
due balances. The result of this change in estimate is disclosed in note 6 and note 8.

The Company recognizes an impairment gain or loss in the statement of income and expenditure for all financial
instruments with a corresponding adjustment to their catrying amount through a loss allowance account, except
for investments in debt instruments that are measured at FVTOCI, for which the loss allowance is recognized in
other comprehensive income and accumulated in the investment revaluation resetve, and does not reduce the
carrying amount of the financial asset in the statement of financial position.

Impairment of non-financial assets

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

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

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

2022 2021
PROPERTY AND EQUIPMENT Note Rupees Rupees
Operating assets 4.1 874,573,177 949,040,857
Capital work in progress 4.2 - -

874,573,177 949,940,837
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NATIONAL TESTING SERVICE - PAKISTAN

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

FOR THE YEAR ENDED JUNE 30, 2022

4.1.3 Depreciation charged for the year
Direct expenses
Administrative expenses

4.2 Capital work in progress

Opening balance
Additions duting the petiod
Transfer to operating assets - building

5 INTANGIBLE ASSETS

Cost
Accumulated amortization
Net book value
5.1 Movement in cost and accumulated amortization is as follow:
Cost:
Balance at the beginning of the year
Balance at the end of the year
Accumulated amortization:
Balance at the beginning of the year
Charge during the year
Balance at end of the year

Net book value

2022 2021
Note Rupees Rupees

17 32,153,450 28,733,821
18 50,594,420 44,790,956
82,747,870 73,524,777

- 15,000,000

- 3,873,619

- (18,873,619)

5.1 2,100,000 2,100,000
5.l (980,000) (420,000)
1,120,000 1,680,000

2,100,000 2,100,000

2,100,000 2,100,000

420,000 210,000

18 560,000 210,000
(980,000) (420,000)

1,120,000 1,680,000

5.2 Value of intangibles include cost of ERP Financials softwate. Amortization of intangible has been recorded at a rate of

26.67% (2021: 10%) per annum.

6 DEFERRED TAXATION
Deferred tax liability

Deferred tax asset
Net deferred tax liability/(asset)

6.1 Deferred tax liability on taxable temporary differences:
Accelerated depreciation/amortization allowance

6.2 Deferred tax asset on deductible temporary differences:
Provision against doubtful debts
Advance, deposits and prepayments
Deferred liabilities

2022 2021
Note Rupees Rupees

6.1 51,559,943 53,341,002
6.2 (32,577,544)  (59,129,901)
18,982,399 (5,788,899)

51,559,943 53,341,002
(23,145,529)  (45,921,497)
(4,147,737) 9,066,512)
(5,284,278) (4,141,892)

(32,577,544)

(59,129,901)
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6.3

Movement in deferred taxation

The balance of deferred tax is in respect of following temporary differences:

Recognized in/through
s Balance as at Statement of Other Balance as at
Diefetied G TabiliGes] (awetd) July 01, 2021 income and comprehensive June 30, 2022
expenditure income
Rupees
Effect of taxable temporary differences
Accelerated depreciation 53,341,002 (1,781,059) & 51,559,943
Effect of deductible temporary differences
Provision against doubtful debts (45,921,497) 22,775,968 - (23,145,529)
Advance, deposits and prepayments (9,066,512) 4,918,775 - (4,147,737)
Deferred liabilities (4,141,892) (1,279,910) 137,524 (5,284,278)
Deferred tax liability (5,788,899) 24,633,774 137,524 18,982,399
Recognized in/through
; o i Balance as at Statement of Other Balance as at
Ditorred tux Rabilitien; (asecte) July 01, 2020 income and comprehensive June 30, 2021
expenditure income
Rupees
Effect of taxable temporary differences
Accelerated depreciation 47,222,044 6,118,958 - 53,341,002
Effect of deductible temporary differences
Advance, deposits and prepayments (5,089,306) (3,977,2006) - (9,066,512)
Provision against doubtful debts (21,439,077) (24,482,420) - (45,921,497)
Deferred liabilities (7,239,010) 2,821,670 275,448 (4,141,892)
Deferred tax (asset)/liability 13,454,651 (19,518,998) 275,448 (5,788,899)
2022 2021
7 ADVANCES, DEPOSITS & PREPAYMENTS Note Rupees Rupees
Advance to employees
- for official expenses 7.1 1,276,010 1,491,954
- for personal use 7.2 219,866 -
Advance to supplier 2,386,100 574,750
Security deposits Vel 30,665,918 11,841,045
Prepaid expenses 74 1,690,582 1,713,399
Cash margin against guarantees 15.2.1 1,000,000 1,000,000
37,238,476 16,621,148
7.1 Advances written off amounting to nil ( 2021: Rs. 1,250,000) during the yeat.
7.2 This represents loan paid to employees according to the Company policy.
7.3 Security deposits
Security deposits 44,968,459 44,818,280
Less: Provision for doubtful security deposits (ECL) (14,302,541)  (32,977,235)
Closing balance 30,665,918 11,841,045
7.4 This represents an amount of Rs. 1,208,131 (2021: Rs. 1,297,227) paid to COMSATS for web hosting services to the

Company.

4
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N
' 8 TAX REFUNDABLE FROM GOVERNMENT - NET

Opening balance
Tax withheld during the year
Provision for the year

=

Closing balance

9 ACCOUNTS RECEIVABLES - UNSECURED

Test receivable--—--Balochistan

Test receivable----Federal

Test receivable--—-KPK

Test receivable-—Punjab

Test receivable—-Sindh

Test receivable-——AJIK

m Less: Provision for doubtful receivables

p
(==

-

2

9.1 Provision for doubtful receivables
n Opening balance
w Provision for the year

Closing balance

10 OTHER ASSETS
FBR tax recoveries
n Other Asset
GST input tax--Federal and other provinces
Sales tax refundable--Balochistan

2022 2021
Note Rupees Rupees
15,685,503 24,773,626
7,586,772 17,643,880
22 (18,431,381)  (26,732,003)
4,840,894 15,685,503
10,000,048 11,664,955
106,640,968 96,268,975
1,627,029 3,093,110
60,090,207 75,046,224
20,259,585 11,696,541
765,400 -
91 (79,812,169)  (158,349,988)
119,571,068 39,419,817
158,349,988 73,927,852
(78,537,819) 84,422,136
79,812,169 158,349,988
10.1 230,848,327 230,848,327
10.2 72,041,407 85,983,621
2,579,472 4,447,003
82,821 -
305,552,027 321,278,951

" 10.1 Tt includes recovery made by tax department through attachment of bank account amounting Rs. 127.3 million, Rs.
10.5 million, Rs. 23.2 million and Rs. 69.7 million of the Company for tax year 2012, 2013, 2015 and 2016 & 2017
against income tax demand amounting to Rs. 158.8 million, Rs. 493.7 million, Rs. 23.2 million and Rs. 1,518.3 million

created u/s 140, 124, 124 of the Income Tax Ordinance 2001 and u/s 34 of Sales Tax Act, 1990 respectively. The

- Company is in appeal against the department as disclosed in note 15.1.1 and 15.1.3. The management of the Company,

along its legal advisor, believe that the recovery proceedings conducted by the Department were illegal, mala fide and

are liable to be set aside. Accordingly, being entitled to a refund in respect of the recovered amount, a receivable in this

respect has been recognised.

L J 10.2 This tepresents amount of Rs. 72,041,407 (2021: Rs. 72,033,269), under dispute as disclosed in note 15.1.4, collected

by N'TS and KPK Government under the ESED project recognized as contract assets.

2 11 CASH AND BANK BALANCES
Cash at bank
-Current account - Local currency
o -Saving account
Local currency
Foreign currency

Pay orders in hand

2022 2021
Note Rupees Rupees
827,920 229,157,281
111 5,889,518 | 150,376,756
11.1 2,138,083 1,622,252
8,027,601 151,999,008
8,855,521 381,156,289
317,451,839 -
326,307,360 381,156,289

11,1 The balances in saving accounts carry interest rates ranging from 0.21% to 12.25% (2021: 0.07% to 3.25%) annually. ?f
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r’ 12 ADDITIONAL SUBSCRIPTION
- This represents value of net assets transferred to the Company from NTS Project "Comsats Institute of
_ Information Technology" in 2013.
P 2022 2021
- Note Rupees Rupees
7 13 DEFERRED LIABILITIES
t | Defined benefit plan - gratuity 1A 12,909,114 10,394,403
Provision for leave encashment 13.2 5,312,534 3,887,982
N 18,221,648 14,282,385
13.1 Gratuity scheme
I'_" Present value of defined benefit obligation 13.1.1 12,909,114 10,394,403
' Payables 1,680,920 2,108,920
M 14,590,034 12,503,323
U 111 Changes in present value of defined benefit obligation
Opening balance 10,394,403 18,695,608
n Cutrent service cost 2,039,141 2,498,864
&3 Interest cost on defined benefit obligation 1,059,789 1,217,462
- Benefits payable (1,340,050)
| Benefits paid (110,000) (9,727,660)
- Remeasurements:
o Actuarial losses from changes in financial assumptions 117,535 31,792
Experience adjustments (591,754) (981,613)
) Present value of defined benefit obligation 12,909,114 10,394,403
(1 13.1.2 Changes in net liability
¥ Opening balance 12,503,323 19,638,477
Expense chargeable to statement of income and expenditure 3,098,930 3,716,326
] Remeasurements chargeable in other comprehensive income (474,219) (949,821)
o Benefits paid (538,000) (9,901,660)
" Present value of defined benefit obligation 14,590,034 12,503,321
) 13.1.3 Expenses to be charged to statement of income and expenditure
Current service cost 2,039,141 2,498,864
Interest cost on defined benefit obligation 1,059,789 1,217,462
3 3,098,930 3,716,326
13.1.4 Key statistics of membership data of the gratuity 2022 2021
o Total number of employees 108 108
Total eligible salary (tupees) 2,302,535 2,227,940
Average age (years) 39.3 384
Average service (years) 6.3 5.4
Average entry age (yeats) 32.9 33.0
13.1.5 Significant actuarial assumptions
Discount rate used for interest cost in statement of income and expenditure 10.25% 9.25%
Discount rate used for year end obligation 13.50% 10.25%
Average duration of obligation 11 Years 12 Years
Rate of increase in eligible salary 12.50% 9.25%
Expected mortality rate SLIC 2001-2005 Setback 1 year
Expected withdrawal rate Age Based

Retirement assumption

60 Years ﬁ
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13.1.6 Sensitivity analysis
The analysis was carried out on significant actuarial assumptions, such as discount rate and salary increase rate as set
out in note 13.1.5. The impact of changing these assumptions are as under:

2022 2021
Rupees Rupees
Discount rate + 100 bps 11,600,432 9,300,147
Discount rate - 100 bps 14,458,919 11,702,742
Salary increase + 100 bps 14,483,423 11,724,789
Salary increase - 100 bps 11,557,122 9,262,117
The average duration of the defined benefit obligation 1l years 12 years

13.1.7 Estimated expenses to be charged to statement of income and expenditure in for the year 2023

2023
Rupees
Service cost 2,241,636
Interest cost on defined benefit obligation 1,672,227
Amount chargeable to statement of income and expenditure 3,913,863
2022 2021
13.2 Provision for leave encashment Note Rupees Rupees
Present value of defined benefit obligation 13.2.1 5,312,534 3,887,983
Payables 537,803 786,053
5,850,337 4,674,036
13.2.1 Changes in present value of defined benefit obligation
Opening balance 3,887,983 6,266,498
Current service cost 336,876 165,049
Interest cost on defined benefit obligation 395,648 421,131
Benefits payable - (427,983)
Benefits paid (56,000) (2,999,479)
Remeasurements:
Actuarial losses from changes in financial assumptions 45,010 11,890
Experience adjustments 703,017 450,877
Present value of defined benefit obligation : 5,312,534 3,887,983
13.2.2 Changes in net liability
Opening balance 4,674,036 6,703,550
Expense chargeable to statement of income and expenditure 1,480,551 1,048,947
Benefits paid (304,250) (3,078,462)
Present value of defined benefit obligation 5,850,337 4,674,036
13.2.3 Expenses to be charged to statement of income and expenditure
Cutrent service cost 336,876 165,049
Interest cost on defined benefit obligation 748,027 421,131
Gains and losses arising of present value of defined benefit obligation 395,648 462,767
1,480,551 1,048,947
2022 2021
13.2.4 Key statistics of membership data of leave encashment scheme
Total number of employees 109 109
Total eligible salary (rupees) 2,822,535 2,437,940
Average age (years) 39.4 38.6
Average service (years) 6.3 5.4
Average entry age (years) 33.1
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13.2.5 Significant actuarial assumptions
Discount rate used for interest cost in statement of income and expenditure
Discount rate used for year end obligation
Average duration of obligation
Rate of increase in eligible salary
Expected mortality rate
Expected withdrawal rate
Retirement assumption

13.2.6 Sensitivity analysis

2022 2021
10.25% 9.25%
13.50% 10.25%

10 Years 11 Years
12.50% 9.25%
SLIC 2001-2005 Setback 1 year

Age Based

60 Years

The analysis was carried out on significant actuatial assumptions, such as discount rate and salary increase rate as set

out in note 13.2.5. The impact of changing these assumptions are as under:

Discount rate + 100 bps
Discount rate - 100 bps
Salary increase + 100 bps
Salary increase - 100 bps

The average duration of the defined benefit obligation

2022 2021
Rupees Rupees
4,831,562 3,490,249
5,877,587 4,362,833
5,868,050 4,354,503
4,832,211 3,490,993
10 years

11 years ﬁ’
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N 2022 2021

- 14 ACCRUED AND OTHER LIABILITIES Note Rupees Rupees
Payables 14.1 51,041,813 129,634,296
F Retention money 14.2 2,773,450 13,202,709
Unearned income 207,324,043 209,809,986
| Testing and commissioning - 5,294,099
| U Income tax withheld 1,134,281 4,177,728
! Employee old age benefit (EOBI) 255,000 177,420
n Benefit due but not paid 2,218,720 2,894,973
L1 Sale tax federal and provinces 14.3 62,348,447 68,203,839
Auditors' remuneration 19 1,068,654 918,654
N Payable to employees' provident fund 617,782 539,687
- Test fee refundable 20.1 . 9,258,480
- Unclaimed invigilation fee 14.4 19,916,554 24,382,620
i 348,698,744 468,494,491

14.1 This includes outstanding payments to institutes/vendots against various services amounting to Rs. 11,198,516
m (2021: Rs. 21,774,277).
“7 142 The amount represent the retention money maintained in a separate bank account as per section 217 of Companies
Act 2017.

14.3 This includes sales tax output of Rs. 52.888 million which is expected to be adjusted/settled after the conclusions
of litigation as disclosed in note 15.1.3.

14.4 This represents invigilation fee payments credited in bank accounts of the Company as invigilators have not
claimed these amounts since 2019,

15 CONTINGENCIES AND COMMITMENTS
¢ 151 Contingencies
15.1.1 A raid was conducted on the Company's office by the Director I & I under Section 175 of the Income Tax
Ordinance, 2001 (the Ordinance) on October 30, 2017. Consequent to the above raid, information was forwarded
. to the Commissioner Inland Revenue, LTU, Islamabad regarding alleged non-declaration of receipts for the tax
years 2012-2016. The Deputy Commissioner Inland Revenue (DCIR) accordingly issued show cause notices for
amendment proceedings and passed amended orders on December 30, 2017, thereby leaving the appellant
condemned unheard.
Assessments for the tax years 2011 to 2016 were amended by the DCIR, charging tax on gross receipts/ bank
- credits of the Company including interbank transactions and reversals as unexplained income under section
111(1)(d)(if) / 122(5) of the Ordinance. The receipts for the project period for the tax year 2011, 2012 and 2013 (up
to May 2013), which represented the petiod when ‘National Testing Service’ was working under the control and
- Management of COMSATS Institute of Information Technology, Islamabad, were also taxed in the hands of the
Company. Revised assessments resulted in Income tax demand aggregating Rs. 3,348,615,120. Tax department also
charged penalties equal to tax from tax year 2012 to 2016 under section 181(12)/ 122(5) of the Ordinance through
& order dated 31 January 2018 aggregating to Rs. 3,300,133,740. Being aggrieved, the Company filed separate appeals
before the Commissioner Inland Revenue Appeals (CIR(A)) and the assessments were remanded back to the
DCIR for making re-assessment after giving opportunity of being heard. The appellate orders of CIR(A) were
contested by the Company as well as tax department through cross appeals before Appellate Tribunal Inland
Revenue (ATIR). The management based on tax consultant advice, is hopeful that cross appeals pending before
ATIR shall be decided in favor of the Company and hence provision only to the extent of tax refunds for tax year
w 2015 and 2016 is accounted for in these financial statements.
Out of this demand, tax department has coercively recovered Rs. 121,499,511 from Company's bank account by
disregarding stay of ATIR granted in respect of such demand. The recovery was challenged before the Honorable
L High Court in Writ Petition No. 3401/2015 and based on consultant advice, the management is hopeful that the
recovery shall be declared illegal. ﬂ
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15.2
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Income tax demand amounting Rs. 25,356,848 was created in terms of Section 161/205 of the Ordinance for tax
year 2015. The assessment was remanded back by the first appellate authority and cross appeals are pending before
ATIR. The management is hopeful of a favorable outcome as the assessment was made on estimate basis, in haste
and without affording opportunity of being heard.

On the basis information received from the Directorate General of Intelligence and Investigation, in consequence
of raid and confiscation of records, order-in-original was passed against the Company creating sales tax on services
demand of Rs. 707,517,918 and 100% penalty of Rs. 707,517,918 from year 2015 to 2017. The first appeal
submitted before CIR(A) was rejected by confirming the order-in-original. The Company has filed appeal before
the ATIR, which is pending adjudication. The management is hopeful of a favorable outcome on consultant's
advice. Tax department has coercively recovered Rs. 69,746,999 from the Company's bank account in respect of
these demands. The recovery was challenged before the Honorable High Court and based on consultant advice, the
management is hopeful that the recovery shall be declared illegal.

Demand of Rs. 28 million is raised by Employee Old Age Benfit Institution (EOBI) . The Company has filed an
appeal before Board of Trustees of EOBI which is pending adjudication. ‘The management is confident that the
ultimate outcome of the appeal would be in favour of the Company, inter alia on the basis of the advice of the legal
counsel and the relevant law and facts.

The case of Company vs Elementary and Secondary Education for which Rs.72,041,407 (2021: Rs. 72,033,269) is
pending adjudication before the Peshawar High Court against the decision of Additional District and Session
Judge, Peshawar. The outcome of the decision is uncertain but the adverse outcome of the decision will only result
in the retest of the position in the disputed regions. The management is confident that the ultimate outcome of the
appeal would be in favour of the Company, inter alia on the basis of the advice of the legal counsel and the relevant
law and facts.

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

Commitments
The bank has issued two letter of guarantees each of Rs. 500,000 (2021: Rs. 1,000,000) on behalf of Company in
favour of State Bank of Pakistan (client) with expiry date of F ebruary 28, 2025.

2022 2021
TEST FEE INCOME Note Rupees Rupees

Fee from tests Balochistan 10,672,591 8,231,175
Fee from tests Federal 90,263,193 185,677,669
Fee from tests KPK 11,843,466 176,737,814
Fee from tests Punjab 142,342,682 82,631,501
Fee from tests Sindh 38,773,354 46,440,641

Fee from tests AJK 1,066,001 5
International product 249,394 309,418
NTS product 102,907,869 74,227 674
Less: sales tax 16.1 (52,841,495) (58,582,219)
345,277,054 515,673,673

16.1 Sales tax

Sales tax - Balochistan 1,392,077 1,022,583
Sales tax - Federal 26,644,284 32,322,739
Sales tax - KPK 563,975 8,963,047
Sales tax - Punjab 19,633,473 9,913,324

Sales tax - AJK 147,035 -
Sales tax - Sindh 4,460,651 6,360,526
52,841,495 58,582,219
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18.1 This includes other employment benefits

18.1.1 All the investment out of provident fund trust have been made in accordance with ¢
the Companies Act 2017 and the rules formulated for the purpose.

18.2 This includes entertainment expense of Rs. 7,226,212 (2021: Rs. 2,523,987).

DIRECT EXPENSES
Salaries, wages and benefits
Postage and coutier

Test stationery printed
Repair and maintenance

'I‘rave]Jing

Data entry charges

Invigilation

ETS project expenses

Advertisement

Centre charges

Contents development -MCQ prep & review
Miscellaneous

Paper checking fee

Depreciation

ADMINISTRATIVE EXPENSES
Salaries, wages and benefits
Directors' remuneration

Office supplies

Insurance expense

Rent, rates and taxes
Communication charges

Printing and stationery

Repair and maintenance

Travelling and P.O.L

Utilities

Scholarships and sponsorships
Security charges office
Advertisement and publicity
Legal and professional charges
Auditors' remuneration

Depreciation
Amortization

Allowance for expected credit loss
Advances - written off
Miscellaneous

Gratuity

Contributory provident fund
Leave encashment
Employees' old age benefits

2022 2021
Note Rupees Rupees
18.1 48,501,910 47,233,972
7,126,713 3,186,955
9,244,664 25,690,237
1,138,083 1,053,523
1,111,078 686,081
1,381,218 3,570,252
57,377,726 98,963,097
- 4,462,979
1,682,643 6,341,627
43,335,560 33,838,258
3,275,995 3,479,000
4,421,008 10,777,457
- 4,434,930
4.1.3 32,153,450 28,733,821
210,750,048 272,452,189
18.1 100,732,210 806,635,058
24.2 1,312,000 -
6,610,617 7,462,392
4,460,416 4,019,924
4,688,774 4,809,586
4,602,738 2,708,366
1,800,503 774,276
4,391,200 7,246,139
8,563,325 4,796,298
17,444,181 14,742,329
2,968,750 1,010,374
5,588,713 5,087,596
471,892 4,131,883
7,454,198 8,031,267
19 1,068,654 918,654
413 50,594,420 44,790,956
5.1 560,000 210,000
- 99,639,988
- 9,373,596
18.2 8,103,256 4,430,831
231,415,847 310,819,513
13.1.3 3,098,930 3,716,326
18.1.1 2,657,798 2,193914
1353 1,480,551 1,048,947
2,184,354 3,071,072
9,421,633 10,030,259

he provisions of section 218 of
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ﬂ 2022 2021
" 19 AUDITORS' REMUNERATION Note Rupees Rupees
" Audit fee 835,140 835,140
i Out of pocket expenses 83,514 83,514
Statutory certifications 150,000 -
. 1,068,654 918,654
“/ 20 OTHERINCOME
Profit on bank deposits 7,686,599 5,231,410
fn Miscellaneous income 20.1 62,707,475 2,274,796
- Gain on sale of assets 2,258,000 902,516
- Other income 4,661,827 46,211,562
1 Exchange gain/(loss) 492,072 (134,845)
= Reversal of provision expected credit losses 97,212,513 -
m 175,018,486 54,485,439
“% 201 During the year, on the basis of legal opinion regardin ement of long outstanding liabilities, the Company has
derecognized Rs. 9,258 480 pertaining to test fee refundabl (GAT Law test) to candidates, unclaimed invigilation
n fee of Rs. 29,536,630 and Rs. 23,912,365 from expired cheques.
‘ 2022 2021
21 FINANCE COST Rupees Rupees
N Bank charges 895,543 916,004
22 TAXATION
n Provision for taxation:
Current year 22.1 18,431,381 28,494,625
Prior year E (1,762,622)
f 18,431,381 26,732,003
u Defetred tax 6.3 24,633,774 (19,518,998)
) 43,065,155 7,213,005

22.1 Numerical reconciliation between applicable tax rate and average effective tax rate has not be
Company was subject to alternate corporate tax in the current yea.

en provided as the ff
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23.2 Financial instruments and financial risk management

23.3

Determination of fair values

A number of the Company’s accounting policies and disclosures require the determination of fair value, for both
financial and non—financial assets and liabilities. Fair values have been determined for measurement and/or
disclosure purposes based on the following methods.

Fair value hierarchy

The table below analyses financial instruments cattied at fair value, by valuation method. The different levels have

been defined as follows:

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

Level2:  Inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
either directly (i.e. as prices) or indirectly (i.e. detived from prices).

Level3:  Inputs for the asset or liability that are not based on observable market data (unobservable inputs).

Transfers between levels of the fair value hierarchy are recognized at the end of the reporting period during which

the change has occurred.

Non — derivative financial assets
The fair value of non—derivative financial assets is estimated as the present value of future cash flows, discounted at
the market rate of interest at the reporting date. This fair value is determined for disclosure purposes.

Non — derivative financial liabilities
Fair value, which is determined for disclosure purposes, is calculated based on the present value of future principal
and interest cash flows, discounted at the market rate of interest at the reporting date.

Financial risk management

The Company has exposutes to the following risks from their use of financial instruments:

Credit risk

Liquidity risk

Market risk

Risk management framework

The Board of directors has overall responsibility for the establishment and oversight of the Company’s risk
management framework. The Board is responsible for developing and monitoring the Company’s risk management
policies.

The Company’s risk management policies are established to identify and analyze the risks faced by the Company, to
set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and
systems are reviewed regularly to reflect changes in market conditions and the Company's activities. The Company,
through its training and management standards and procedures, aims to develop a disciplined and constructive
control environment in which all employees understand their roles and obligations.

Credit risk

Credit risk represents the accounting loss that would be recognized at the reporting date if counter parties fail to
petform as contracted and arises principally from receivables. The Company’s policy is to enter into financial
contracts with reputable counter parties in accordance with the internal guidelines and regulator requirements.

23.3.1 Exposute to credit risk

The carrying amounts of the financial assets represent the maximum credit exposures before any credit
enhancements. The carrying amounts of financial assets exposed to credit risk at reporting date are as under:

2022 2021
Rupees Rupees
Accounts receivables 119,571,068 39,419,817
Deposits 30,665,918 12,842,045
Bank balances 326,307,360 381,156,289

476,544,346 433,418,151
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23.3.2 Aging of Accounts receivables as at reporting date was as:

2022 2021
Allowance Allowance for
Gross debts for ECL Gross debts ECL
Rupees

Within maturity 23,267,710 4,215,095 - -
-Within 31 to 90 days 2,108,279 512,737 924,550 244,040
-Within 91-180 days 6,921,200 2,042,520 41,512,236 11,760,399
-Within 181-365 days 10,143,071 3,415,542 5,829,840 1,954,615
-Above 365 days 156,942,977 69,626,275 149,503,179 144,390,932
199,383,237 79,812,169 197,769,805 158,349,987

The movement in the allowance for expected credit losses in respect of accounts receivable and security deposits

during the year was as follows:

Accounts receivable

Balance at beginning of the year

Impairment (reversal)/charge on financial assets during the year
Balance at end of year

Security deposits
Balance at beginning of the year

Impairment (reversal)/charge on financial assets during the year
Balance at end of year

2022 2021
Rupees Rupees
158,349,988 73,927,851
(78,537,819) 84,422,136
79,812,169 158,349,988
32,977,235 17,759,383
(18,674,694) 15,217,852
14,302,541 32,977,235

Concentration of credit risk

Concentration of credit risk arises when a number of counter parties are engaged in similar business activities or
have similar economic features that would cause their abilities to meet contractual obligation to be similarly affected
by the changes in economic, political or other conditions. The Company believes that it is not exposed to major
concentration of credit risk.

Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The
Company's approach to manage liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to
meet its liabilities when due, under both normal and stressed conditions, without incurring unacceptable losses or
tisking damage to the Company's reputation.

Following is the maturity analysis of financial liabilities:

Cartrying Contractual | ., Onetotwo | Two to five Over five
amount cash flows St months years years years
Rupees
2022
Accrued and
other liabilities 75,055,471 75,055,471 75,055,471 - - -
2021
Accrued and
other liabilities 178,113,866 178,113,866 178,113,866 - - -
Market risk

Market risk is the risk that changes in market price, such as foreign exchange rates, interest rates and equity prices
will effect the Company's income or the value of its holdings of financial instruments.

Curtency risk

Currency risk is the risk that the value of the financial instruments will fluctuate due to changes in foreign exchange

rates. The Company’s exposure to currency risk is limited to balance in bank account amounting to Rs. 2,108,083
(2021: Rs. 1,622,252).
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Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market interest rates. The interest rate risk is the risk that the fair value or the future cash flows of a
financial instrument will fluctuate because of changes in market interest rates. The Company has no interest rate risk
profile as it has no interest beating financial instrument at balance sheet date.

The Company does not account for any fixed rate financial assets and liabilities at fair value through profit or loss.
Therefore, a change in interest rates at the reporting date would not affect statement of income and expenditure. °

Cash flow sensitivity analysis
As the Company has fixed rate instruments therefore no sensitivity analysis is presented.

REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES

Chief Executive Directors Executives
2022 2021 2022 2021 2022 2021 .
Rupees Rupees Rupees Rupees Rupees Rupees

Managerial 6,180,000 6,000,000 1,312,000 - 3,876,240 3,600,000
remuneration
Insurance - “ - & - -
Fuel 540,000 360,000 - = 540,000 360,000

6,720,000 6,360,000 1,312,000 - 4,416,240 3,960,000
No. of persons 1 1 6 4 1 1

The Chief Executive has been provided with free use of Company's owned and maintained car in accordance with his
terms of employment.

The Directors of the Company are entitled to receive Rs. 20,000 per person per board and/or board's committee
meeting.

Key management personnel are those persons having authority and responsibility for planning, directing and
controlling the activities of entity. The Company considers all members of their management team, including Chief
Executive Officer and Directors to be its key management personnel. There are no transactions with key management
personnel other than under their terms of employments or entitlements.

2022 2021
NUMBER OF EMPLOYEES Number Number
Number of employees at year end 175 174
Average number of employees during the year 175 195

RELATED PARTY RELATIONSHIPS AND TRANSACTONS

The related parties comprise of directors, key management personnel, entities over which the directors are able to
exercise influence and staff retirement fund. Transactions with the related parties other than those which have been
disclosed in relevant notes to the accounts are as follows.

Name of the Relationship and percentage Transactions during the year 2022 2021
related party shareholding and year end balances Rupees Rupees
COMSATS :cholarsh;? -50 44,500
University By virtue of Common Directors -F 0 P Z968,7 i
Talsmalsd Test income 22,819,551 4,038,103
Center charges 239,950 239,950
COMSATS internet service Web hosting services 2,416,262 3,797,227

Payment to provident fund trust Deposits in bank account 2,657,798 2,193,914 f‘
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RESTATEMENT

The Company has reconciled the amount of fees collected/deposited for all the outstanding projects as at June 30,
2021 due to availability of project-wise collection reports in current year. As a result of the reconciliation, it was
established that unearned revenue is cumulatively understated by an amount of Rs 87.766 million as at June 30, 2021.
Project wise collection reports are not available for prior years due to which period specific effect for comparative
period and cumulative effect for earliest period presented could not be determined. Understatement of unearned
revenue has been corrected by retrospective restatement of closing balances of comparative figures of statement of
financial position due to impracticality as mentioned above. The effect of restatement on closing balances of
comparative figures is as follows:

2021
Increase/ July 01, 2021
June 30, 2021 (Decrease) Restated
Statement of financial position (extracts)
Current liabilities
Unearned income 122,043,666 87,766,321 209,809,987
Statement of changes in fund (extracts)
Accumulated surplus 738,298,417 (87,766,321) 650,532,096

DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorized for issue on s
the Company.

GENERAL
The figures have rounded off to the nearest rupee.

by the Boatd of Directors fof’

() & |

CHIEF EﬁbUTIVE OFFICER ~ DIRECTOR



