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Islamabad, Pakistan.

To the members of Read Foundation

Report on the Audit of Financial Statements

o T +92512271906
Opinion F +92512273874

We have audited the annexed financial statements of Read Foundation (“ the Company”) which comprise
the statement of financial position as at June 30, 2021 and the statement of income and expenditure and
other 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 and other 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, 2021 and of the
surplus and other comprehensive income, the changes in fund and its cash flows for the year then ended.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable in
Pakistan. Our responsibilities under those standards are further described in the Awuditor’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 Acconntants 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 approptiate to provide a basis for our opinion.

Responsibilities of Management and Boatd of Ditectors for the Financial Statements

Management is responsible for the pteparation and fair presentation of the financial statements in
accordance with the accounting and reporting standards as applicable in Pakistan and the requirements of
Companies Act, 2017(XIX of 2017) and for such internal control as management determines is necessary
to enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error.

Chartered Accountants
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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 etror, 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 atise 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 petform 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, ot 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 FEvaluate 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 golng concern.

e [Dvaluate 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.



Y GrantThornton

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

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

¢) investments made, expenditure incurred and guarantees extended during the year were for the

purpose of the Company’s business; and
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 Waqgas Waris.
gag p g p p q

TUM RAHMAN
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Chartered Accountants
Islamabad

October 03, 2021



READ FOUNDATION
(A Company licensed under section 42 of the Companies Act, 2017)
STATEMENT OF FINANCIAL POSITION

AS AT JUNE 30, 2021
2021 2020
Note (Rupees) (Rupees)
Funds and reserves
General fund 223,262,884 139,806,087
Endowment fund 1,188,000 1,188,000
224,450,884 140,994,087
Non-current liabilities
Lease liability 4 8,325,866 11,133,083
Deferred capital grant 5 729,545,355 670,957,318
Non-monetary capital grant 6 15,035,914 19,158,191
Restricted grant 7 616,609,187 331,444,407
1,369,516,322 1,032,692,999
Current liabilities
Cutrent portion of lease liability 4 6,733,432 6,207,772
Trade and other payables 8 19,127,230 52,413,301
25,860,662 58,621,073
1,619,827,867 1,232,308,159
Assets
Non-current assets
Property and equipment 10 1,148,951,092 943,641,767
Intangible asset 11 2,500,000 -
Long term investment 12 60,264 44976
Long term security deposits 1,023,799 1,012,799
Long term receivable from employees 13 6,052,791 7,117,296
1,158,587,946 951,816,838
Current assets
Advances, prepayments and other receivables 14 26,639,836 14,742,956
Receivable from school - considered good 15 15,686,128 -
Tax refund due from government 16 7,751,404 7,574,693
Cash and bank balances 17 411,162,553 258,173,672
461,239,921 280,491,321
1,619,827,867 1,232,308,159
Contingencies and commitments 9

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

(A Company licensed under section 42 of the Companies Act, 2017)
STATEMENT OF INCOME AND EXPENDITURE AND
OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED JUNE 30, 2021

Note
Income 18
Expenditure
Programme activities 19
General and administrative expense 20
Fund raising 21
Financial charges 22

Surplus for the year - before taxation
Taxation
Surplus for the year - after taxation

Other comprehensive income

Total comprehensive income for the year

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

o1

Chief Executive Officer

2021 2020
(Rupees) (Rupees)
993,400,169 925,131,736
833,634,303 796,506,875

58,723,155 93,741,556
14,491,284 31,131,853

3,109,918 3,105,422

909,958,660 924,485,706
83,441,509 646,030
83,441,509 646,030

15,288 1,456
83,456,797 647,486
Director



READ FOUNDATION

(A Company licensed under section 42 of the Companies Act, 2017)
STATEMENT OF CHANGES IN FUND

FOR THE YEAR ENDED JUNE 30, 2021

Endowment

General fund fund Total

...................... (Rupees) ...ooevveiinennnnnn.
Balance as at July 01, 2019 139,158,601 1,188,000 140,346,601
Total comprehensive income for the year 647,486 - 647,486
Balance as at June 30, 2020 139,806,087 1,188,000 140,994,087
Balance as at July 01, 2020 139,806,087 1,188,000 140,994,087
Total comprehensive income for the year 83,456,797 - 83,456,797
Balance as at June 30, 2021 223,262,884 1,188,000 224,450,884

The annexed notes 1 to 29 form an integral part of these financial statements.
=
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READ FOUNDATION

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

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2021

2021 2020

(Rupees) (Rupees)
CASH FLOW FROM OPERATING ACTIVITIES
Surplus for the year 83,441,509 646,030
Adjustment for non- cash items:
Depreciation and amortization 48,775,644 44,961,101
(Gain)/loss on disposal of asset (385,722) 348,389
Amortization of defetred capital grant (35,234,705) (30,533,943)
Amortization of non monetary capital grant (4,122,277) (1,420,823)
Transferred to deferred capital grant - depreciable assets (93,822,742) (139,991,144)
Setvice fee (77,718,393) (99,866,933)
Amortization of restricted grant (693,388,134) (643,302,148)
Provision for doubtful debts - 9,128,120
Debts written-off 13,332 -

(855,882,997) (860,677,381)

Operating deficit before working capital changes (772,441,488) (860,031,351)
(Increase)/decrease in current asset
Advances, prepayments and other receivables (11,896,880) (14,801,700)
Receivable from school - considered good (15,699,460) (9,128,120)

(27,596,340) (23,929,825)
Increase/(decrease) in current liabilities:
Trade and other payables (33,286,071) 31,051,616
CASHFLOW AFTER WORKING CAPITAL CHANGES (833,323,899) (852,909,561)
Grant received during the year 1,150,094,050 997,183,800
Income tax paid/withheld (176,711) (1,683,191)
Net cash generated from operating activities 316,593,440 142,591,048
Cash flow from investing activities
Purchase of property and equipment- net (155,037,313) 40,481,737
Purchase of intangible asset-net (2,500,000) -
Sale proceeds of property and equipment 1,830,000 -
Long term deposits and receivables 1,053,505 -
Net cash used in investing activities (154,653,808) 40,481,737
Cash flow from financing activities
Lease liability (8,950,750) (6,900,749)
NET CASH GENERATED FROM FINANCING ACTIVITIES (8,950,750) (6,900,749)
Net (decrease)/increase in cash and cash equivalents 152,988,881 176,172,036
Cash and cash equivalents at the beginning of the year 258,173,672 82,001,636
Cash and cash equivalents at the end of the year 411,162,553 258,173,672
The annexed notes 1 to 29 form an integral part of these financial statements.
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READ FOUNDATION

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

FOR THE YEAR ENDED JUNE 30, 2021

1 LEGAL STATUS AND OPERATIONS

READ Company ("the Company") is a not-for-profit organization established on August 28, 2006 under Section
42 of the Companies Act, 2017 with the main object to take over existing business and acquire all assets and
properties, liabilities and obligations of whatever kind of "READ Company" registered on January 30, 1997 with
Joint Stock Companies, Muzaffarabad under the Pakistan Societies Act, 1860 as applicable to Azad Government
of the State of Jammu & Kashmir and another entity with the name " READ Company" a Trust registered on
August 02, 1997 with Joint Sub Registrar, Islamabad under the Registration Act, 1908. The other objectives of
the Company are to organize, formulate and execute projects of schools, vocational institutions, technical
training colleges / schools for increasing the literacy rate and educational level in rural areas and adjoining
locations on no profit, no loss basis. The registered office of the Company is located at Al- Farooq Plaza, 3rd

Floor. Bahria Enclave, (Kurti) Road. Chak Shahzad. Islamabad.
The branches of the Company are registered with the Companies' registration office, Azad Jammu and Kashmir

(AJK) on June 25, 2010 under AJK Companies Act 1992 (the Companies Act, 2017) as applicable in AJK. The
branch office of the Company has not catried on any business activity as of the close of the financial year.

These financial statements represent the financial activities of head office while financial activities of schools
have not been consolidated in these accounts due to the fact that all area schools are separate and independent
entity for the purposes of financial control. These schools are also running on no profit and no loss basis.

The Company's program activities includes providing financial assistance to otphans and needy students by
paying their school fees direct to respective schools and by providing food, uniforms, shoes, school books and
other stationery items direct to orphans. The Company conducts the teachers' training programme and monitors
the educational standards, develops special programmes for the students' capacity building and takes various
steps for the development of schools.

2 BASIS OF PREPARATION
2.1 Statement of compliance
These financial statements have been prepared in accordance with accounting and reporting standards as
applicable in Pakistan. The Accounting and reporting standards applicable in Pakistan comprise of:
- International Financial Reporting Standards (IFRS) issued by the International Accounting Standards Company
as notified under the Companies Act 2017;
- Accounting Standards for Not for Profit Organisations (Accounting Standard for NPOs) issued by the Institute
of Chartered Accountants of Pakistan as notified under the Companies Act, 2017;
- Provisions of and directives issued under the Companies Act, 2017.
Where provisions of and directives issued under the Companies Act, 2017 differ from the IFRS Standards or the
Accounting Standard for NPOs, the provisions of and directives issued under the Companies Act, 2017 have
been followed.
2.2 Accounting convention
These financial statements have been prepared under the 'historical cost convention' except as otherwise stated in
the respective accounting policies notes.
2.3 Functional and presentation currency
These financial statements have been presented in Pak Rupees which is the Company's functional and
presentation currency.
2.4 Use of estimates and judgments

The preparation of financial statements in conformity with accounting and reporting standards requires the use
of certain critical accounting estimates. It also requires management to exercise its judgment in the process of
applying the Company's accounting policies.

The estimates and judgments are continually evaluated and are based on historic experience, including
expectations of future events that are believed to be reasonable under the circumstances. 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:

2.4.1 Property and equipment and intangible asset

The Company reviews the useful lives and residual values of property and equipment and intangible assets on a
regular basis. Any change in estimates in future years might affect the carrying amounts of the respective items of
property and equipment with a corresponding effect on the depreciation charge and impairment. &



READ FOUNDATION

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

FOR THE YEAR ENDED JUNE 30, 2021

2.4.2 Leased assets
The Company applies IFRS 16 to account for its right-of-use assets and the related lease liabilities. The Company

assesses whether or not a rental contract contains a lease, whether ot not an extension option will be exercised,
whether or not a termination option will not be exercised. The Company calculates the appropriate discount rate
to use and estimate the lease term. The Company uses its judgement when making these assessments and
considers all facts and circumstances.

2.4.3 Impairment of financial asset

The Company measures loss allowances for Expected Credit Losses (ECLs) on financial assets measured at
amortised cost after considering the pattern of receipts and future financial outlook of the counterparty and is
reviewed by the management on regular basis. Any change in the estimates in future years might affect the
carrying amounts of the respective items of assets with a corresponding effect on the statement of income and
expenditure.

2.4.4 Contingencies
The assessment of the contingencies inherently involves the exercise of significant judgment as the outcome of
the future events cannot be predicted with certainty. The Company, based on the availability of the latest
information, estimates the value of contingent assets and liabilities which may differ on the occurrence / non
occurrence of the uncertain future events.

2.5 Changes in accounting standards and interpretation

2.5.1 Accounting standatds, interpretations and amendments applicable during the year
There are certain amendments to standards that are mandatory for accounting periods beginning July 01, 2020
and are considered not relevant or have any significant effect on the Company's financial statements and are
therefore not detailed here.

2.5.2 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:
Standard, Interpretation or Amendment Effective date
(annual
periods
beginning on
or after)
IAS1 DPresentation of Financial Statements - Amendments regarding the classification of January 1, 2023
liabilities and Amendments regarding the disclosure of accounting policies
IAS 12 Income Taxes - Amendments regarding deferred tax on leases and January 1, 2023
decommissioning obligations
IAS 8  Accounting Policies, Changes in Accounting Estimates and Errors - Amendments January 1, 2023
regarding the definition of accounting estimates
IAS 16 Property, Plant and Equipment - Amendments prohibiting a company from January 1, 2022
deducting from the cost of property, plant and equipment amounts recetved from
selling items produced while the company is preparing the asset for its intended use
IAS 37 Provisions, Contingent Liabilities and Contingent Assets - Amendments regarding January 1, 2022
the costs to include then assessing whether a contract is onerous
IAS 39 Financial Instruments: Recognition and Measurement - Amendments regarding January 1, 2021
replacement issues in the context of the IBOR reform

IFRS 7 Financial Instruments: Disclosures- Amendments regarding replacement issues in January 1, 2021
the context of the IBOR reform

IFRS 9  Financial Instruments - Amendments regarding replacement issues in the context of ~January 1, 2021
the IBOR reform

IFRS 9 Financial Instruments - Amendments resulting from Annual Improvements to IFRS = January 1, 2022
Standards 2018-2020 (fees in the ‘10 per cent’ test for derecognition of financial

IFRS 16 Amendments regarding replacement issues in the context of the IBOR reform January 1, 2021



READ FOUNDATION

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

FOR THE YEAR ENDED JUNE 30, 2021

The above standards and amendments are not expected to have any material impact on the Company's financial
statements in the period of initial application.

Following standard and interpretation has been issued by the International Accounting Standards Board (IASB),
which are yet to be notified by the Securities and Exchange Commission of Pakistan (SECP), for the purpose of
their applicability in Pakistan:

IFRS 1 First time Adoption of International Financial Reporting Standards

The following interpretation issued by IASB have been waived of by SECP:

IFRIC 12 Setvice concessions arrangements

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods presented in these financial

statements.

3.1 Taxation
No provision for taxation has been made in these financial statements as the income/donation of the Company
is eligible for tax credit equal to one hundred percent under sub-section 2(d) and 2(f) of section 100C of the
Income Tax Ordinance, 2001 being an educational and charitable institution solely for educational and charitable
purposes and not for the purposes of making profit.

Further provision of minimum tax under section 113 of the Income Tax Ordinance shall not be applicable in
view of the fact that the Company was granted approval under section 2(36) of the Income Tax Ordinance, 2001
by Federal Board of Revenue which remain valid upto June 30, 2023.
Tax deducted at source is recognized as refundable.

3.2 Property and equipment
These are stated at cost less accumulated depreciation and impairment losses (if any) except land. Cost comprises
of acquisition cost, non-refundable indirect taxes and any other directly attributable costs.

Depreciation is charged on assets using the reducing balance method, at the rates stated in note 10. A full
month’s depreciation is charged in the month of acquisition of an asset, while no depreciation is charged in the
month of an assets’ retirement.

Useful lives are determined by the management based on the expected usage of an asset, expected physical wear
and tear, technical and commercial obsolescence, legal and similar limits on the use of assets and other similar

The assets' residual values, useful lives and methods are reviewed, and adjusted if appropriate, at each financial
year end. The effects of adjustments to residual values, useful lives and methods are recognized prospectively as
a change in accounting estimates.

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

The cost of replacing part of an item of property and equipment is recognized in the carrying amount of the item
if it is probable that the future economic benefits embodied within the part will flow to the Company and its cost
can be measured reliably. The carrying amount of the replaced part is derecognized. The cost of the day-to-day
servicing of property and equipment is recognized in the income and expenditure statement as incurred.

3.3 Capital work in progress
Capital work-in-progress is stated at cost and consists of expenditures incurred and advances made in respect of
tangible fixed assets during the course of its construction. Transfers are made to relevant assets category as and
when assets are available for intended use.

3.4 Intangible assets
Intangible assets are stated at cost less accumulated amortization 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 expenditure is expensed as incurred.

Amortization is charged to the statement of income and expenditure on a straight line basis over the estimated
useful life of intangible assets unless such life is 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. ”§



READ FOUNDATION

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

FOR THE YEAR ENDED JUNE 30, 2021

All intangible assets with an indefinite useful life are systematically tested for impairment at each reporting date.

Where the carrying amount of an asset exceeds its estimated recoverable amount it is written down immediately
to its recoverable amount. The carrying amount of other intangible assets are reviewed at each reporting date to
determine whether there is any indication of impairment. If any such indication exist than the assets recoverable
amount is estimated. The recoverable amount is the greater of its value in use and fair value less cost to sell. An
impairment is recognized if the carrying amount exceeds its estimated recoverable amount.

3.5 Leases
At inception of a contract, the 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 corresponding 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, the 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 the Company is reasonably certain to exercise

these options.
‘Ihe lease liability 1s subsequently measured at amortised cost using the ettective interest rate method. 1t 1s

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 the Company’s estimate of the amount expected to be payable under a residual value
guarantee, or if the Company changes its assessment of whether it will exetcise 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 incutred and an estimate of
costs to dismantle and remove the underlying 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 Remeasurements of the

3.6 Foreign currency translation
Transactions in foreign currencies are converted at the rate prevailing at the date of transaction. Monetary assets
and liabilities at the year end are translated at the exchange rate, prevailing at reporting date.

3.7 Cash and cash equivalents
For the purpose of cash flow statement, cash and cash equivalents consist of cash in hand, balances with banks
and highly liquid short term investments that are convertible to known amounts of cash and are subject to
insignificant risk of change in value.

3.8 Staff retirement benefits
The Company provides its permanent employees a salary saving corporate plan with Pak-Qatar Family Takaful
Limited/Meezan Investment Fund effective December 1, 2012. The Company is paying 10% of basic salary of
its employees to Pak Qatar Takaful Limited (Takaful) under salary saving corporate plan which is charged to
statement of income and expenditure while employees shall share 40% of the total payments to Takaful and

amount is payable on termination of employment, due to death, withdrawal, becoming lapse or paid up or any
other reason. 'K‘



READ FOUNDATION

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

FOR THE YEAR ENDED JUNE 30, 2021

3.9 Income recognition
Income from schools is recognised when or as performance obligations are satisfied by transferring control of a
promised service over time to schools at an amount that reflects the consideration to which the Company
expects to be entitled in exchange for those services.
Profit on bank deposit is accrued using the effective interest rate method.
Grants and donations
The Company follows deferral method of accounting for contributions which include donations and
government grants.
Restricted grant
Grants received for specific purposes are classified as restricted grants. Such grants are transferred to income as
grant to the extent of actual expenditure incurred there against. Expenditures incurred against committed grants
but not received is accrued and recognized in income and is reflected as grant receivable only if condition of
agreement ate met. Unspent portion of such grant are reflected as restricted grant under liability side in the
statement of financial position.
Untrestricted grants
Grants received without any conditions are recognized as income during the year of receipt.
Deferred capital grants
Grants utilized for depreciable capital assets are transferred from the restricted grants to deferred capital grants
and are amortized over the useful life of the respective assets and recognized as income.
Grants for purchase of non-depreciable asset are recognized as income upon purchase.
Other donations
General donations are recognized as income on receipt basis.
Non-monetary capital grant
Non-monetary capital grant is recognized in the statement of financial position at fair value.
Grants of non-depreciable asset are recognized as income upon receipt.
Fair value is estimated by the Company at the time goods are received from donot, in case value is not provided
by donor.

3.10 General fund and Endowment fund
Surplus and deficit for the year is accumulated and presented in general fund.

The endowment fund has been established from the donation received from donor with the object to utilize the
funds for promotion of the objects of the Company. Management shall review the financial status of the
Company from time to time and accordingly increase the amount of endowment fund. The return on funds are
utilized to cater the administrative cost related to the programmes.

3.11 Advances, deposits and other receivables
Trade receivables are stated at estimated realizable value after each debt has been considered individually. Where
the payment of a debt becomes doubtful, a provision is made and charged to the statement income and

expenditure. These are classified at amortized cost and are initially recognized when they are originated and
measured at fair value of consideration receivable. These assets are written off when there is no reasonable

expectation of recovery. Actual credit loss experience over past years is used to base the calculation of Expected
Credit Loss.

3.12 Trade and other payables
Creditors and other payables are carried at cost which is the fair value of the consideration to be paid in future
for goods and services received, whether or not provided to the Company.

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



READ FOUNDATION

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

FOR THE YEAR ENDED JUNE 30, 2021

3.14 Financial instruments

ii

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
losses control of the contractual rights 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

Classification

Financial assets are classified in following three categories:

a. amortized cost where the effective interest rate method will apply.

b. fair value through other comprehensive income (FVTOCI).

c. fair value through profit or loss (FVTPL).

The classification depends on the Company’s business model for managing the financial assets and the
contractual terms of the cash flows.

For assets measured at fair value, gains and losses will either be recorded in statement of income and
expenditure or other comprehensive income. The Company reclassifies debt investments when and only when
its business model for managing those assets changes.

Recognition and derecognition

Regular way purchases and sales of financial assets are recognized on trade-date, the date on which the
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 the Company has transferred
substantially all the risks and rewards of ownership.

Measurement

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

Debt instruments

The 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 finance income using the effective interest rate method. Any
gain or loss arising on derecognition is recognized directly in statement of income and expenditure and
presented in other income / (loss).

Equity instruments

The Company subsequently measures all equity investments at fair value. Where the Company’s arrangement
has elected to present fair value gains and losses on equity investments in OCI, there is no subsequent
reclassification of fair value gains and losses to profit or loss following the derecognition of the investment.
Dividends from such investments continue to be recognised in profit or loss as other income when the
Company’s right to receive payments is established.

Changes in the fair value of financial assets at FVIPL are recognised in statement of profit or loss.

Financial liabilities
Classification, initial recognition and subsequent measurement
The Company classifies its financial liabilities in the following categories:

o 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:
a) 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. y&(
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b) Amortized cost

After initial recognition, other financial liabilities 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
income and expenditure, when the liabilities are derecognized as well as through effective interest rate

Off-setting financial assets and financial liabilities

Financial assets and liabilities are offset and the net amount is reported in the statement of financial position, if
the Company has a legally enforceable right to set off the recognized amounts, and the Company either intends
to settle on a net basis, or realize the asset and settle the liability simultaneously. Legally enforceable right must
not be contingent on future events and must be enforceable in normal course of business and in the event of
default, insolvency or bankruptcy of the Company or the counter party.

Where impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised
recoverable amount but limited to the extent of the carrying amount that would have been determined (net of
depreciation/amortization) had no impairment loss been recognized for the asset in prior years. Reversal of
impairment loss is recognized in the statement of income and expenditure.

Impairment

Financial assets

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

The 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 (i.e. the risk of default occurring over the expected
life of the financial instrument) has not increased significantly since initial recognition.

Loss allowances for receivable from schools ate always measured at an amount equal to lifetime ECLs.

When determining whether the credit risk of a financial asset has increased significantly since initial recognition
and when estimating ECLs, the 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 the Company’s historical experience and informed credit assessment and including forward-looking
information.

The 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 period over which the Company is exposed to credit risk.

In case of fund receivable from schools, the Company considers that default has occurred when a financial asset
is more than 12 months past due, unless the Company has reasonable and supportable information to
demonstrate that a more lagging default criterion is more appropriate.

Non-financial assets

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

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

Impairment losses recognized in respect of cash-generating units are allocated first to reduce the carrying
amount of any goodwill allocated to the units and then to reduce the carrying amount of the other assets in the
unit (group of units) on a pro-rata basis.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and fair value less
cost to sell. In assessing value-in-use, the estimated future cash flows are discounted to their present value using
a pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific
to the asset.
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An impairment loss recognized in the prior petiods 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 catrying amount that would have been determined, net of depreciation ot

amortization, if no impairment loss had been recognized. ,&,
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2021 2020
4 Lease liability Note (Rupees) (Rupees)
Balance as at July 01, 17,340,855 12,511,136
Addition 6,541,433 -
Interest expenses relating 2,417,316 2,292,031
Payments during the year (8,950,750) (6,900,749)
Remeasurement during the year (2,289,556) 9,438,438
Balance as at June 30, 2021 4.1 15,059,298 17,340,855
Lease liability is presented on the statement of financial position as follows:
Current 6,733,432 6,207,772
Non-current 8,325,866 11,133,083
15,059,298 17,340,855
4.1 Future minimum lease payments as at June 30, 2021 are as follows:
1Year 2 -5Years Total
----------------- Rupees-----------------
June 30, 2021
Lease payments 8,374,406 9,256,051 17,630,457
Finance cost (1,640,974) (930,185) (2,571,159)
Net present value 6,733,432 8,325,866 15,059,298
1 Year 2 -5 Years Total
————————————————— Rupees-----------------
June 30, 2020
Lease payments 8,446,790 12,915,789 21,362,580
Finance cost (2,239,018) (1,782,706) (4,021,724)
Net present value 6,207,772 11,133,083 17,340,855
4.2 The Company has no commitment to leases which have not yet commenced and as such no future cash outflows
have been disclosed in this regard.
2021 2020
5 Deferred capital grant Note (Rupees) (Rupees)
Opening balance 670,957,318 561,500,117
Transferred from restricted grant 7 93,822,742 139,991,144
Amortization credited to income 5.1 (35,234,705) (30,533,943)
729,545,355 670,957,318
5.1 This represents depreciation for the year on related items of property and equipment.
6 Non monetary capital grant
Opening balance 19,158,191 20,579,014
Non monetary asset received during the year - -
Transferred to income - non-depreciable assets - -
WDV of mon monetaty asset disposed off during the year (1,444,278) -
Amortization (2,677,999) (1,420,823)
Balance at year end 15,035,914 19,158,191
7 Restricted grant Note
Opening balance 331,444,407 217,420,832
Funds received during the year 1,150,094,050 997,183,800
Transferred to deferred capital grant - depreciable assets (93,822,742) (139,991,144)
Service fee (77,718,393) (99,866,933)
Transferred to grant income for projects (693,388,134) (643,302,148)
Balance at year end 7.1 616,609,187 331,444,407

f
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2021 2020

8 Trade and other payables (Rupees) (Rupees)
Audit fee 765,600 2,146,000

Utllities payable 204,279 -
Staff salaries payable 143,005 6,972,231
Payable to schools against tuition fee and others 1,040,940 29,341,746
Account payables to suppliers 27,931 18,148
Payable against projects 19,394 747,369
Payable to employees against expenses 661,414 189,949
Payable to regional offices 575,707 184,898
Payable to AFAQ - related party - 2,830,428
Unclassified donations 15,688,960 9,907,024
Other payables - 75,508
19,127,230 52,413,301

9 Contingencies and commitments

9.1 Contingencies
Tax status in respect of any assessment proceeding is discussed in ensuing paragraphs:
Tax Year 2017 and 2018:

The Company was charged with income tax demand of Rs. 36,692,202 and Rs. 890,202 for tax year 2018 and tax
year 2017 respectively on account of alleged default in withholding of income tax while making payments to
different vendors. Both the assessments have, tax year 2018 completely and tax year 2017 majorly, been remanded
back by the first appellate authority.

Subsequently, the assessing officer issued new show cause notice pertaining to tax year 2017 after the case remanded
back by the Commissioner Appeal Inland Revenue (the “CIRA”) and passed assessment order creating impugned
demand amounting Rs. 13,819,537 vide order bearing No. 9/01 dated June 30, 2020 without providing opportunity
of being heard to the taxpayer. The taxpayer filed an appeal against the aforesaid assessment order before the CIRA.
However during hearing CIRA has remanded back the case to the assessing officer and no further notice is issued by
the assessing officer.

Tax year 2019:

A Show cause notice beating barcode No. 100000068475611 dated February 21, 2020 under Section 161/205 of the
Income Tax Ordinance, 2001 read with Rule 44(4) of the Income Tax Rules 2002 (the “Rules”) was issued for
alleged default in withholding of tax against payment made to various parties by the Read Foundation. The notice
was duly complied. Subsequently the assessing office without providing opportunity of being heard to the taxpayer
issued assessment order by creating income tax demand amounting Rs. 123,221,318. Resultantly the taxpayer filed an
appeal against said order before Commissioner Appeals (CIRA). However during hearing CIRA has remanded back
the case to the assessing officer and no further notice is issued by the assessing officer. ’&
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2021 2020
10 Property and equipment Note (Rupees) (Rupees)
Operating assets
- Assets held with head office 10.5 93,058,383 81,061,181
- Assets held with schools 10.6 825,739,397 770,953,824
918,797,780 852,015,005
- Capital work in progress 10.2 217,010,680 75,777,771
-Right of use asset 10.4 13,142,632 15,848,991
1,148,951,092 943,641,767
10.1 Depreciation has been allocated as follows:
Programme activities 19 41,295,636 35,044,818
General and administrative expense 20 6,980,008 9,916,283
48,275,644 - 44,961,101
10.2 Capital wotk in progress
Advances to parties for:
- Permanent buildings construction 17,145,186 11,233,570
- Purchase of land 26,615,010 8,945,010
43,760,196 20,178,580
Construction expenses
- Permanent buildings construction 173,250,484 55,599,191
217,010,680 75,777,771
10.3 During the year construction of school buildings was completed and the related costs accumulated under work in
progress amounting to Rs. 93,822,742 were transferred to a category "building permanent” of assets held with
schools (2020: Rs. 139,991,144).
10.4 Right of use assets:

Movement in right-of-use assets is as follows:

2021 2020
(Rupees) (Rupees)
Opening net book value 15,848,991 12,511,136
Addition 6,591,902 -
Remeasurement during the year (1,639,389) 9,438,438
Depreciation charge (7,658,871) (6,100,582)
Closing net book value 13,142,632 15,848,991
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READ FOUNDATION

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

FOR THE YEAR ENDED JUNE 30, 2021

2021 2020
11 Intangible asset Note (Rupees) (Rupees)
Opening net book value - -
Addition 3,000,000 -
Amortization charge 20 (500,000) -
Closing net book value 2,500,000 -
Cost 11.1 3,000,000 -
Accumulated amortization (500,000) -
2,500,000 -
Rate of Amortization 20%
11.1 This represents the right of way charges for 5 years on land measuring 1 kanal & 3 marlas at Mouza koral east
service road Islamabad.
12 Long term investments
This represents investment in 800 NIT Units (2020: 800 NIT Units) purchased by the Company at the rate of Rs.
12.70 whose matket value at reporting date is Rs. 75.33.
2021 2020
13 Long term receivable from employees Note (Rupees) (Rupees)
Total receivable from employees 8,540,345 9,593,510
Less: receivable from employees - current portion (2,487,554) (2,476,214)
Long term receivable from employees 6,052,791 7,117,296
14 Advances, prepayments and other receivables
considered good - secured
To employees:
- Advance against salaries 14.1 3,396,748 1,093,368
- Advance against expenses and projects 1,046,930 2,153,387
Advance against projects 14.2 10,666,500 -
Receivable from employees - cutrent portion 2,487,554 2,476,214
Prepaid insurance 317,945 360,319
Insurance claim receivable - 2,000,000
Others 14.3 8,724,159 6,659,668
26,639,836 14,742,956
14.1 This represents interest free loan given to employees.
14.2 This represents advance given to M/S AB Goods for execution of qurbani project.
14.3 This includes Rs. 3,382,749 (2020: 2,265,599) receivable from Read Foundation UK, a related party for expenses
incurred on behalf of it and interest free loan given to schools to meet their operational activities.
2021 2020
15 Receivable from school - considered good Note (Rupees) (Rupees)
Foundation fund receivable from schools 15,686,128 9,128,120
Less: Provision for the year 15.1 - 9,128,120
15,686,128 -
15.1 Opening provision - -
Add: Cutrent year provision - 9,128,120
- 9,128,120

Less: Provision written off - 9,128,120




READ FOUNDATION

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

FOR THE YEAR ENDED JUNE 30, 2021

2021 2020
16 Tax refund due from government Note (Rupees) (Rupees)
Opening balance 7,574,693 5,891,502
Tax withheld during the year 176,711 1,683,191
Balance at year end 7,751,404 7,574,693
17 Cash and bank balances
Cash at bank:
Current accounts
- Local currency 2,878,954 15,835,624
- Foreign currency 312,271 315,531
Saving accounts - local currency 171 407,971,328 242,022,517
411,162,553 258,173,672
17.1 These carry mark up at rates ranging from 2.75% to 7.50% (2020: 2.35% to 11.25%) per annum.
2021 2020
18 Income Note (Rupees) (Rupees)
Students contribution towards fund 134,116,053 127,698,204
Utlization of restricted grant 693,798,251 643,302,148
Unrestricted grants 26,596,156 7,161,427
Amottizaton of defetred capital grant 5 35,234,705 30,533,943
Service fee 7 77,718,393 99,866,933
Donation in kind 10.5.1 7,750,000
Disposal of non monetary capital asset 6 1,444,278 -
Amortization of non monetary capital grant 6 2,677,999 1,420,823
Other income 23 14,064,334 15,148,259
993,400,169 925,131,736
19 Programme activities
Specific programme activities
Otphan sponsorship programme - Education 258,210,750 254,263,047
Water Sanitation and Hygiene (WASH) programme 31,641,333 14,917,788
Orphan sponsorship programme - Sustenance suppott 110,529,683 84,047,101
School opening programme 8,744,406 5,861,077
Emergency relief 56,588,733 58,579,747
Capacity building-Teachers training 2,201,693 111,379,515
Qurbani 102,878,397 72,723,155
Staff Welfare Programme 19,776,433 240,000
School enhancement programme 12,488,026 16,842,080
Zakat project 2,794,945 7,904,449
Winter clothing for orphans 7,450,116 4,164,166
Other programme 16,357,816 10,133,915
Sadqaat-Aqeeqa 10,932,395 1,527,507
Eid gifts 2,938,950 ~
Ramadan programme 21,557,322 718,600
Feeding the poor 28,707,253 -
693,798,251 643,302,147




READ FOUNDATION

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

FOR THE YEAR ENDED JUNE 30, 2021

2021 2020

Programme offices costs Note (Rupees) (Rupees)
Department of education - Head Office 17,026,373 27,927,782
Programme office - Muzaffarabad 5,706,923 7,284,798
Programme office - Bagh 7,789,677 8,612,310
Programme office - Bhimber 8,157,218 9,390,513
Programme office - Kotli 7,485,976 8,157,297
Programme office - Poonch 6,123,090 6,553,774
Programme office - Mirpur 4,830,886 5,075,883
Programme office - Gilgit Baltistan 3,493,241 3,139,106
Programme office - North 3,276,001 3,330,228
Programme office - Hattian Bala 5,112,232 4,313,162
Construction division 10,220,692 9,166,477
Projects implementation department 5,339,612 6,097,128
Monitoring & evaluation department 1,880,678 2,641,199
Academic support services division 12,084,486 16,470,253

Debts written-off 13,332 -
Depreciation 10.1 41,295,636 35,044,818
139,836,052 153,204,728
833,634,303 796,506,875

20 General and administrative expenses

Staff salaries and benefits 20.1 37,578,734 53,346,737
Office rent 135,427 1,665,757
Human resource management 115,634 341,498
Traveling and conveyance 1,656,614 3,575,683
Utilities 3,184,445 4,029,818
Meetings 821,117 1,310,932
Computer accessories 743,844 634,467
Repair and maintenance 958,815 619,112
Auditor's remuneration 20.2 765,600 2,494,000
Legal and professional fees 496,210 70,490
Fees and taxes 209,830 542,980
Courtier and postages 116,250 94,089
Printing and stationery 322,673 507,349
Provision for doubtful debts - 9,128,120
Depreciation 10.1 6,980,008 9,916,283

Amortisation - right of way asset 11 500,000 -
Scholarship Programme 2,053,500 1,251,000
Loss on sale of fixed asset- net - 348,389
Miscellaneous 2,084,454 3,804,852
58,723,155 93,741,556




READ FOUNDATION

(A Company licensed under section 42 of the Companies Act, 2017)
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2021

2021 2020
20.1 Salaries and benefits Note (Rupees) (Rupees)
Staff salaries 30,097,515 43,860,773
Group health insurance 3,453,148 3,964,997
Takaful/VPS contributory fund 1,505,526 2,394,367
E.OB.I 618,936 509,450
Headship allowance 820,000 1,130,333
Travelling allowance 32,000 336,000
Communication allowance 401,500 571,817
Self driving allowance 30,000 135,000
Mess allowance 620,109 444,000
37,578,734 53,346,737
20.2 Auditot's remuneration
Audit services
Annual audit fee 765,600 696,000
Other certifications - 348,000
Consultancy services - 1,450,000
765,600 2,494,000
21 Fund raising
Staff salaries and benefits 211 12,167,357 20,000,991
Advertisement and promotions 1,824,329 7,291,179
Traveling and conveyance 456,126 3,100,697
Utilities - 29,975
Printing & stationery - 623,270
Fee & taxes - 44941
Courier & postage 22,452 15,800
Miscellaneous 21,020 25,000
14,491,284 31,131,853
21.1 Salaries and benefits
Staff salaries 9,818,629 17,927,649
Takaful/VPS contributory fund 936,996 948,690
E.O.B.I 158,375 150,025
Headship allowance 422,677 480,000
Communication allowance 345,100 327,107
Mess allowance 235,580 167,520
Self driving allowance 250,000 -
12,167,357 20,000,991
22 Financial charges
Interest on lease liability 2,417,316 2,292,031
Bank charges 692,602 813,391
3,109,918 3,105,422
23 Other income
Profit on bank accounts 12,554,322 12,340,067
Exchange gain - 3,646
Insurance claim - 2,000,000
Discount received - 804,546
Gain on sale of fixed asset- net 385,722 -
Others 1,124,290 -
14,064,334 15,148,259

i



- - - - 10€°¢CIH TS 10¢°¢C1HCS =
- - - - GS8OPE LT GS8°0PE LT -
- - . GLLLSOT 910°128°TLT 0v0°9LLTLT 9L6VY
- - - - TLI'CLI'RST TLI'CL18ST -
- - = 66LTI0T 66LTIOT 66LTI0T -
- - - 9L6VY 9L6'YY - 9,6t
- - = = 695°685C1 695°685CT -
- . = - 0gc LTI 6l 0€T LTI 6T -
- . = = 86C°6S0°ST 862°6S0°ST -
- - - €90%80°T 0ST‘6S8°ChY 988°86LCHY $92°09
- - - - €SS TITTIH €SS TITTIY -
- - - 66L°CT0°T 66L°CT0T 66L€T0T -
- - a $92°09 #9209 - ¥92°09
- = . . 8C1°989°ST 8C1°989°ST -
- - - - 90%°926 b1 90%°926V1 -
soadny
wooul
¢ Z 1 180D aarsuayardwod
Jerog,
[9A9T [9A97] [9A9] Jero ], pazniowry 19y30 ysnoryy
anjea JreJ
anjea re,J yunowe Surkire))

L1

4!
ST
14"

Ll

¢l

Sl
14’

AoN

saqeded sopo pue oper],

Lmqer osea]

anJeA Irej Je parnsedw 10U SIPIIGe]] [eIOULUL]
1e30 ],

$9OUE[Eq YUBq PUE [SEB))

spsodop Lpmoas wirey Suo]

JuSUIISIAUT W) SUOT

POOS PAraPISUOD - [00YDS WOIF I[EARINY
$3[QBATDI9 JOYIO PUE SIDUBAPY

an[eA ITeJ J¢ PIINSLIW 10U S}ISSE [BIOULUL]
020 ‘0¢ dunf

so[qeded zoypo pue opei],

Lmrqer aseoT

an[eA I1eJ 1€ PAINSEIW 10U SIVI[IGe]] [EIDULUL]

[e10],

$90UE[eq JUEQ PUE [SB))

syisodap £1anoas wirey Suorg

jusunsaAuT wira) 3o

pOOS PaTaPISUOD - [00YDS WOTJ I[QBATINY
$9[qEAID9F IAUIO PUE SOUBAPY

an[eA Jrej je pajnseawr J0u §)3sse [eroueuly

1202 ‘0¢ dunf

-onfea ey Jo uonewrxordde S[qrUOsEaT © ST IUNOWe JuIAIred 9 JT IN[EA ITeY 3T PIINSEIW JOU SINT[IGR] [EIOURUTJ PUE S}ISSE [PDUEUY FOJ UONEWIOJUT 9N[EA JTef 9pnUl
30U $90p 1] “AYDTEIDN In[eA ITEJ AU UT S[PAJ FRY SUIPNIUT ‘SINIIGE] [CIOUEUN PUE $)9sSE [EPDURUT JO San[ea Jjej pue sjunowe Surkzred o3 smoys 9[qel SUIMOT[O] YT,

SIN[eA JIej pue SUONEIPISSL[O SUNUNOddY "y

JudWISeue W YSII [EIOUBUL] PUE SIUSWNNSUI [EIdUBUL] T

1202 ‘0¢ ANN[ AIANHA YVAX HH.L 404
SINAWHLVLS TVIONVNIA HHL O.L SHLON

(L1027 99V saruedwo)) 9y Jo 7p uondas 3opun pasuddl] Auedwo) y)

NOILVANNOd avdd



READ FOUNDATION

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

FOR THE YEAR ENDED JUNE 30, 2021

24
B.

241
24.2
24.3

Financial instruments and financial risk management (continued)
Measurement of fair values

Fair value versus carrying amounts
The fair values of financial assets and liabilities, together with the carrying amounts shown in the statement of
financial position, are as follows:

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/ot

disclosure purposes based on the following methods.

Fair value hierarchy

The table below analyses financial instruments carried 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.

Level 2 : 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. derived from prices).

Level 3 : 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 recognised at the end of the reporting pertod during
which the change has occurred.

Non — derivative financial assets

The fair value of non—detrivative 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
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 exposures 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.

The Board of directors oversee how management monitors compliance with the Company's risk management
policies and procedures, and reviews the adequacy of the risk management framework in relation to the risks
faced by the Company. The management of the Company undertakes both regular and ad hoc reviews of risk
management controls and procedures, the results of which are reported to the Board of directors. 8(
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()

(®)

Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other
party to incur a financial loss, without taking into trade the fair value of any collateral. Concentration of credit risk
arises when a number of counterparties are engaged in similar business activities or have similar economic features
that would cause their ability to meet contractual obligations to be similarly affected by changes in economics,
political ot other conditions. Concentrations of credit risk indicate the relative sensitivity of the Company's
performance to developments affecting a particular industry.

Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure. Credit risk of the Company arises
principally from advances, short term deposits prepayments and other receivables, long term investment and bank
balances.

The Company's credit risk exposures are categotized under the following headings:

2021 2020
Rupees Rupees
Advances, and other receivables 14,926,406 12,589,569
Receivable from school - considered good 15,686,128 -
Long term investment - FV through other comprehensive income 60,264 44976
Long term security deposits 1,023,799 1,012,799
Bank balances 411,162,553 258,173,672
442,859,150 271,821,016
The aging of receivable from school at the reporting date was:
2021 2020
Gross debts Allowance Gross debts Allowance for
for ECL ECL
Rupees Rupees
1 - 3 months - - 499,623 499,623
4 - 6 months - - 185,180 185,180
7 - 9 months - - 8,443,317 8,443,317
9 - 12 months - - o -
Above 12 months - - - -
- - 9,128,120 9,128,120
The movement in the allowance for expected credit losses in respect of school receivable during the year was as
follows:
2021 2020
Rupees
Balance at beginning of the year - o
Impairment (reversal)/chatge on financial assets during the year - 9,128,120
- 9,128,120

Less: Provision written off
Balance at end of year

(9,128,120)

The Company believes that no impairment allowance is necessary in respect of loan and advances, deposits and

other financial assets as the recovery of such amounts is possible. »%(
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Credit quality of financial Assets

The credit quality of companies financial assets have been assessed below by reference to external credit rating of
counterparties determined by the Pakistan Credit Rating Agency Limited (PACRA) and JCR - VIS Credit Rating
Company Limited (JCR - VIS). The counterparties for which external credit ratings were not available have been
assessed by reference to internal credit ratings determined based on their historical information for any default in

meeting obligations.

2021 2020
Ratings Rupees Rupees
Advances, prepayments and other receivables
Counterparties with external credit ratings Not rated 14,926,406 12,589,569
Long term investment - FV through other comprehensive
income
Counterparties without external credit ratings Not rated 60,264 44976
Long term security deposits
Counterparties without external credit ratings Not rated 1,023,799 1,012,799
2021 2020
Ratings Rupees Rupees
Bank balances
Counterparties with external credit ratings A-1to A-1+ 411,162,553 258,173,672
24.2 Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. Prudent
liquidity risk management implies maintaining sufficient cash and marketable securities, prudent fund management
practices and the ability to close out market positions due to dynamic nature of the business. The Foundation’s
approach to managing 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 risking
damage to the Company’s reputation.

The maturity profile of the Company’s financial liabilities is as follows:

Carrying Within one one to five Total
amount year years
June 30, 2021 Rupees
Lease liability 15,059,298 6,733,432 8,325,866 15,059,298
Trade and other payables 19,127,230 19,127,230 - 19,127,230
34,186,528 25,860,662 8,325,866 34,186,528
June 30, 2020
Trade and other payables 52,413,301 52,413,301 = -
24.3 Market risk
Market risk is the risk that the value of the financial instrument may fluctuate as a result of changes in market interest
rates or the market price due to change in credit rating of the issuer or the instrument, change in market sentiments,
speculative activities, supply and demand of securities and liquidity in the market. The Company incurs financial
liabilities to manage its market risk. All such activities are carried out with the approval of the Board of directors.
The Company is exposed to interest rate and currency risks.
Market risk management is further analyzed in three categories:
(a) Interest risk management
(b) Currency risk management
©

Other market price risks \%
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(i)

(©)

Interest rate risk management

The interest rate risk is the tisk that the fair value or the future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. Interest rate exposure arises from short term running finance, liabilities
against assets subject to finance lease and balances in deposit and saving trades. At the statement of financial position
date the interest rate risk profile of the Company’s interest bearing financial instruments is:

Effective interest rate (p.a.) Carrying amounts
2021 2020 2021 2020
Percentage Percentage (Rupees) (Rupees)
Fixed rate instruments
Financial assets
Savings accounts 2.75% to 2.35% to 407,971,328 242,022,517
7.50% 11.25%
Financial liabilities - lease liability 15,059,298 17,340,855

Fair value sensitivity analysis for fixed rate instruments

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.
Currency risk management

Exposure to curtency risk

The Company’s exposure to cutrency tisk includes United States Dollar (USD), Euro and GBP. As at the reporting
date, the Foundation’s exposure to the above mentioned currencies were as follows based on notional amounts:

2021 2020
USD EUR GBP USD EUR GBP
Bank balances 725.94 540.60 443.46 725.94 540.60 443.46
The following exchange rates have been applied.
Average rates Closing rates
2021 2020 2021 2020
(Rupees) (Rupees)
United States Dollar (USD) 160.33 158.26 157.54 168.05
Great British Pound (GBP) 215.63 199.63 217.98 206.50
Euro (EUR) 191.16 175.06 187.27 188.61

Sensitivity analysis

A reasonably possible strengthening (weakening) of the Pakistani Rupee against all other currencies at 30 June would
have affected the measurement of financial instruments denominated in a foreign currency and affected surplus or
deficit by the amounts shown below. This analysis assumes that all other variables, in particular interest rates, remain
constant.

Statement of Income and Expenditure

Effect in Rupees Strengthening Weakening
June 30, 2021

USD (10% movement) 11,437 (11,437)
GBP(10% movement) 9,666 (9,666)
EUR (10% movement) 10,124 (10,124)
June 30, 2020

USD (10% movement) 12,199 (12,199)
GBP(10% movement) 9,157 (9,157)
EUR (10% movement) 10,196 (10,196)

The Company is not exposed to any other type of market price risks.
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25 Remuneration of chief executive and executives

The aggregate amount charged in these financial statements as remuneration and allowance including all benefits to chief
executive and executive of the Company is as follows:

021 020
Description Chief Executive  Executives Chief Executive Executives
------------------ (Rupees) -----==m-mmmmeaemn
Managerial remuneration 3,359,044 39,297,962 3,369,600 30,459,912
Communication allowance 66,000 669,100 - 535,686
Headship allowance 230,000 2,265,000 240,000 2,040,000
Travelling allowance - 324,000 120,000 -
EOBI contribution 10,500 231,875 10,400 187,200
Takaful contribution 190,597 2,269,920 216,689 2,060,894
Self driving/personal cax 250,000 900,000 135,000 562,600
Mess allowance 7,460 280,560 7,680 133,800
4,113,601 46,238,417 4,099,369 35,980,092
Number of persons 1 23 1 18

25.1 The Chief Executive Officer (CEO) has been provided with free use of Company's owned and maintained car in
accordance with his terms of employement. CEO and executives with their family members were also provided group
health facility by paying group takaful contribution.

25.2 No fee has been paid to directors

26 Related party transactions

Related parties comprise of directors, chief executive officers (key management personnel) and entities over which
directors are able to exercise significant influence. Transactions with the related parties other than those which have been
disclosed in relevant notes to the accounts are as follows:

Name of related party Relationship Transactions during the year and 2021 2020
year end balances (Rupees) (Rupees)
Association for Associated by  Teachers training expense for Holy - 9,062,270
Academic Quality virtue of Quran
common
directorship  Pyrchase of books 2,072,945 2,478,864
Donation received 13,000,000 -
Character Education Associated by ~ Teachers training expense for Holy - 92,079,797
Fund virtue of Quran
common
directorship Purchase of books 626,627 -
Donation received 500,000 -
26.1 Related party transactions are carried out on mutually agreed terms.
2021 2020
27 Number of employees Number Number
Number of employees at year end 161 162

Average number of employees during the year 162 166 %
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General

29

-Figures in these financial statements have been rounded off to the nearest Pakistan Rupee.

- Following figures have been reclassified for better presentation:

Statement of financial position

Reclassification from

Advances

To employees:

- Advance against salaries

- Advance against expenses
Advance against projects
Others

Short term deposits, prepayments and
other receivables

Group health participation fund
Insurance claim receivable

Others

Security deposits

Receivable from employees

Short term deposits, prepayments and
other receivables

Receivable from employees

Income and expenditure account

Specific programme activities
School land & building

General and administrative expenses
Staff salaries and benefits
Human resource management

Traveling and conveyance

Date of authorization for issue

Reclassification to

Advances, prepayments and other
receivables

To employees:

- Advance against salaries

- Advance against expenses and projects

- Advance against expenses and projects

Others

Advances, prepayments and other
receivables

Prepaid insurance

Insurance claim receivable

Others

Long term security deposits

Long term receivable from employees

Advances, prepayments and other
receivables

Receivable from employees - current
portion

Specific programme activities
School enhancement programme

Programme offices costs
Academic support services division

2020
(Rupees)

1,093,368
871,500
1,281,887
75,673

360,319
2,000,000
6,583,995
1,012,799
7,117,296

2,476,214

7,475,257

12,057,740
3,236,736
1,175,777

: . . RSV .
These financial statements have been authorized for issue on ELE o Ui LU A by the board of directors of the

Company.

o>\

Chief Executive Officer
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