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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF MEDICAL EMERGENCY
RESILIENCE FOUNDATION

Report on the Audit of the Financial Statements

Opinion

We have audited the annexed financial statements of Medical Emergency Resilience Foundation
(the Company), which comprise the statement of financial position as at June 30, 2019 and the income
and expenditure account and 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, and the income and expenditure account and the statement of
comprehensive income, the statement of changes in fund and the statement of cash flows together
with the notes forming part thereof conform with the accounting and reporting standards as applicable
in Pakistan and give the information required by the Companies Act, 2017 (XIX of 2017), in the manner
so required and respectively give a true and fair view of the state of the Company's affairs as at June
30, 2019 and of the deficit, 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 Auditors
Responsibifities for the Audit of the Financial Staterments section of our report. We are independent of
the Company in accordance with the International Ethics Standards Board for Accountants’ Code of
Ethics for Professional Accountants as adopted by the Institute of Chartered Accountants of Pakistan /
Institute of Cost and management Accountants (the Code) and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Information Other than the Financial Statements and Auditor’'s Report Thereon
Management is responsible for the other information. The other information comprises the information
included in the annual report, but does not include the financial statements and our auditor’s report
thereon.

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

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

If, based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to report in this regard.
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Responsibilities of Management and Board of Directors for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the accounting and reporting standards as applicable in Pakistan and the requirements
of Companies Act, 2017(XIX of 2017) and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless management either intends to liquidate the Company or
to cease operations, or has no realistic alternative but to do so.

Board of directors are responsible for overseeing the Company’s financial reporting process.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs as applicable in Pakistan will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements,

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional judgment
and maintain professional skepticism throughout the audit. We also:

» Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

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.

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

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

» Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions
and events in a manner that achieves fair presentation.

A\




i~ Zia Masood Kiani & Co.

= CHARTERED ACCOUNTANTS

We communicate with the board of directors regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit.

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

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

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

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

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 Zia Ullah — FCA.
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Zia Masood Kiani & Co.
(Chartered Accountants)

Islamabad,

Date: 29-10-2019
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MEDICAL EMERGENCY RESILIENCE FOUNDATION
STATEMENT OF FINANCIAL POSITION

AS AT JUNE 30, 2019

Note 2019 2018
—————— Rupees-~----
ASSETS
Non-Current Assets
Property, plant and equipment 6 2,176,207 3,040,081
2,176,207 3,040,081
Current Assets
Advances 7 1,397,829 4,809,029
Deposits and short term prepayments 8 3,745,650 3,450,570
Cash and cash equivalents 9 120,273,185 35,945,084
125,416,664 44,204,683
127,592,871 47,244,764
FUNDS AND LIABILITIES
Funds
Accumulated surplus 12,705,371 13,047,838
Restricted funds 10 27,433,675 (49,009,442)
Deferred income 1 E1) 889,957 1,438,831
Current Liabilities
Trade and other payables 12 86,563,868 81,767,537
Contingencies and Commitments 13 = =
127,592,871 47,244,764

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




o

Page 2 of 21

MEDICAL EMERGENCY RESILIENCE FOUNDATION
INCOME AND EXPENDITURE ACCOUNT
FOR THE YEAR ENDED JUNE 30 2019

Note 2019 2018
(Restated)
------ Rupeeg=--===
Income
Income 14 687,468,369 656,738,063
Amortized income 11 548,874 630,075

688,017,243 657,368,138
Expenditure

Project expenses 15 (603,151,623) (753,956,623)

Administrative and general expenses 16 (8,764,970) (19,651,494)
. Operating surplus/ (deficit) before taxation 76,100,650 (116,279,979}

Taxation 17

Surplus/ (deficit) for the year after taxation 76,100,650 (116,279,979)

Transferred (to) / from restricted fund (76,443,117) 118,170,925

Surplus/ (deficit) for the year (342,467) 1,890,946

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

/ . /L_l
W —ANA vww




Page 3 of 21

MEDICAL EMERGENCY RESILIENCE FOUNDATION
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30 2019

Note 2019 2018
—————— Rl pges =emmis
Surplus/ (deficit) for the year (342,467) 1,890,946
Other comprehensive income
Items that will not be reclassified to income and
expenditure account:
Total comprehensive income for the year (342,467) 1,890,946

The annexed notes from 1 to 23 form an integral part of these financial staterments.
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MEDICAL EMERGENCY RESILIENCE FOUNDATION
CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30 2019

Note 2019 2018
Mol — #emess RiUpepg s s
CASH FLOW FROM OPERATING ACTIVITIES
Surplus for the year (342,467) 1,890,946
Adjustments for;
Depreciation 6 863,874 945,075
Amortized income 11 (548,874) (630,075)
(27,467) 2,205,946
Changes in;
(Increase)/decrease in current assets
Advances 3,411,200 (1,250,558)
Deposits and short term prepayments (295,080) 15,031,756
Increase / (decrease) in current liabilities
. Trade and other payable 4,796,331 55,906,178
Cash generated from operating activities 7,884,984 71,893,322
Net cash generated from cperations 7,884,984 71,893,322
CASH FLOW FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment 5 -
Net cash used in investing activities - -
CASH FLOW FROM FINANCING ACTIVITIES
Increase/ (decrease) in restricted grant funds 76,443,117 (118,170,925)
Net cash generated from financing activities 76,443,117 (118,170,925)
Net increase in cash and cash equivalents 84,328,101 (46,277,603)
Cash and cash equivalents at the beginning of the year 35,945,084 82,222,687
Cash and cash equivalents at the end of the year 120,273,185 35,945,084

The annexed notes from 1 to 23 form an integral part of these financial statements.
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MEDICAL EMERGENCY RESILIENCE FOUNDATION
STATEMENT OF CHANGES IN FUNDS
FOR THE YEAR ENDED JUNE 30, 2019

Page 5 of 21

ACCUMULATED
GENERAL RESTRICTED SURPLUS/ TOTAL
FUND FUNDS (DEFICIT)
Mote 0@ e=--=- Rupees---~-~-
Balance as at July 01, 2017 4 69,161,483 11,156,891 80,318,374
Surplus for the year - - 1,890,947 1,890,947
Inter fund transfers - (118,170,925) 7 (118,170,925)
Balance as at June 30, 2018 - (49,009,442) 13,047,838 (35,961,604}
Surplus / (defecit) for the year - (342,467) (342,467)
Inter fund transfers 76,443,117 - 76,443,117
Balance as at June 30, 2019 - 27,433,675 12,705,371 40,139,046

The annexed notes from 1 to 23 form an integral part of these financial statements.
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MEDICAL EMERGENCY RESILIENCE FOUNDATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

Note 1
Status and Nature of Business

Medical Emergency Resilience Foundation (“the Company™) was incorporated on 2nd day of November 2015, as a
company limited by guarantee under Section 42 of the Companies Ordinance, 1984. The registered office of the
Company is situated in House No 638 - E, Main double road, Sector E/11-4, Islamabad. After Balance Sheet date the
company has moved to a new location at Plot no. 40 A, 1st Floor, I & T center, G-8/1, Islamabad. The company is in the
process of changing its registered office to new location with regulatory bodies.

The main objective of the Company is to improve health status of population by human resource development through
capacity building and strengthening the health system including effective management of health information system and
efficient supply chain system for better health outcomes. It also aimed at improving hospitals, rural health centers, basic
health units and support provision in case of emergencies delivering relief in response to a natural and man made
disaster including health and nutrition services.

Note 2
Statement of Compliance

These financial statements have been prepared in accordance with the accounting and reporting standards as
applicable in Pakistan. The approved accounting and reporting standards applicable in Pakistan comprise 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 Standards or the
Accounting Standard for NPOs, the provisions of and directives issued under the Companies Act, 2017 have been
followed.

Note 3
Basis of Preparation

3.1 Measurement

These financial statements have been prepared under the historical cost convention and except for the amounts
reflected in the cash flow statement, all transactions have been accounted for on accrual basis.

3.2 Significant accounting judgments and estimates

The preparation of financial statements in conformity with approved accounting standards require the use of
certain critical accounting estimates. It also requires the management to exercise its judgment in the process of
applying Company's accounting policies. Estimates and judgments are continually evaluated and are based on
historical experience, including expectations of future events that are believed to be reasonable under the
circumstances. These judgments involve assumptions or estimates in respect of future events and the actual
results may differ from these estimates. The estimates and underlying assumptions are reviewed on an ongoing
basis. Revisions to accounting estimates are recognised in the year in which the estimate is revised if the revision
affects only that year, or in the year of the revision and future years if the revision affects both current and
future years. The areas involving higher degree of judgments or complexity or areas where assumptions and
estimates made by the management in the application of approved accounting standards, as applicable in
Pakistan, that have significant effect on the financial statements are as follows:
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Notes to the Financial Statements

Note 3, Basis of Preparation - Continued..

a) Useful life and residual values of property, plant and equipment
The company reviews the useful lives of property, plant and equipment on reqular basis. Any change in
estimates in future years might affect the carrying amounts of respective items of property, plant and equipment
with a corresponding effect on the depreciation charge and impairment.

b) Impairment
The management of the Company reviews carrying amounts of its assets including receivables and advances for
possible impairment and makes formal estimates of recoverable amount if there is any such indication.

c) Provision for advances and other receivables
The Company reviews the carrying amounts of advances and other receivables on a regular basis and if there is
any doubt about the recovery of these receivables , appropriate provision is made.

d) Provisions
Provisions are based on best estimate of the expenditure required to settle the present obligation at the
reporting date, that is, the amount that the Company would rationally pay to settle the obligation at the
. reporting date or to transfer it to a third party.

e) Taxation
The company takes into account the current income tax law and the decisions taken by appellate authorities.
Instances where the company's view differs from the view taken by the income tax department at the
assessment stage and where the company considers that its views on items of material nature is in accordance
with law, the amounts are shown as contingent liabilities.

The income of the company, under Clause (58) of Part 1 of the Second Schedule to the Income Tax Ordinance
2001 was subject to Section 100C under which 100% tax credit was available to the company subject to
fulfilments of certain requirement as set forth by Federal Board of Revenue. However the exemption was expired
on June 30, 2018 and the application of company for exemption renewal is pending with Commissioner Inland
revenue - FBR.

3.3 Functional and presentation currency

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

. 3.4 Method of preparation of cash flow statement
The cash flow statement is prepared using indirect method.

Note 4

New Companies Act, 2017, Initial Application of New Standards and Amendments to Approved
Accounting Standards

41 The Fifth Schedule to the Companies Act, 2017 (the Act) became applicable to the Company for the first time for
the preparation of these financial statements. The Companies Act, 2017 (including its Fifth Schedule) forms an
integral part of the statutory financial reporting framework applicable to the Company and amongst others,
prescribes the nature and content of disclosures in relation to various elements of the financial statements.

The Act has brought certain changes with regard to preparation and presentation of financial statements of the
company. These changes include change in nomenclature of primary statements, elimination of duplicative
disclosures with the IFRS disclosure requirements; and incorporation of significant additional disclosures etc.
Keeping in view of the above, the presentation of these financial statements has been realigned with the
provisions contained in the Act. The application of the Act, however, does not have any impact in the recognition
and measurement of the amounts included in these financial statements of the Company.,
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Notes to the Financial Statements

Note 4,

New Companies Act, 2017, Initial Application of New Standards and Amendments to Approved Accounting Standards -

Continued...

4.2

4.3

Note 5

Amendments to approved accounting standards and interpretations which are effective during the
year ended June 30, 2018

There are new and amended standards and interpretations that are mandatory for accounting periods beginning
July 01, 2019, other than those disclosed in note 5, are considered not to be relevant or do not have any
significant effect on the Company's financial statements and are therefore not stated in these financial
statement.

New standards, amendments to approved accounting standards and interpretations that are
effective for the Company’s accounting periods beginning on or after July 1, 2018

There are certain amendments to the approved accounting standards and interpretations that will be mandatory
for the Company’s annual accounting periods beginning on or after July 1, 2018. However, these amendments
and interpretations will not have any significant impact on the financial reporting of the Company and, therefore,
have not been disclosed in these financial statements. The amendments to the following standards include IFRS
3 'Business Combinations', IFRS 9 'Financial Instruments', IFRS 16 'Leases', [AS 1 'Presentation of financial
statements', IAS 8 'Accounting policies, changes in Accounting estimates and errors’, IAS 12 'Income taxes', IAS
19 'Employee Benefits', IAS 23 'Borrowing Costs', IAS 28 'Investment in Associates and Joint ventures' and IFRIC
23 'Uncertainty over Income tax statement'. The above standards and amendments are not expected to have
any material impact on the Company's financial statements.

There are certain new standards and interpretations 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. This include, IFRS 1 'First time Adoption of International Financial
Reporting Standards', IFRS 14 'Regulatory Deferral Accounts' and IFRS 17 'Insurance Contracts'.

The interpretations to the following standards issued by International Accounting Standards Board (IASB), which
have been waived by SECP, IFRIC 4 'Determining whether an arrangement contains lease', IFRIC 12 'Service
concessions arrangements’,

Summary of Significant Accounting Policies

Significant accounting policies applied in the preparation of these financial statements are set out below. These policies
have been consistently applied to all the years presented.

5.1

a)

Property, plant and equipment

Donated Assets
Fixed assets received as donation in kind are recognized as Property, plant and equipment at the time of
acquisition at fair value and the corresponding amount is credited to deferred income.

Renewals and replacements are recognized in the carrying amount of the property, plant and equipment if it is
probable that future embodied economic benefits will flow to the Company. Other maintenance and repairs are
charged to the income and expenditure account. Gain or loss on disposal is taken to the income and expenditure
account.

Depreciation of an asset begins when it is available for use, i.e. when it is in the location and condition necessary
for it to be capable of operating in the manner intended by management. Depreciation of an asset ceases the
date when the asset is derecognized. Therefore, depreciation does not cease when the asset becomes idle or is
retired from active use unless the asset is fully depreciated. Depreciation is calculated on a straight line basis and
charge to income and expenditure account to write off the depreciable amount of each asset over its estimated
useful life at the rate specified in Note 6.

The carrying amounts are reviewed at each balance sheet date to assess whether they are recorded in excess of
their recoverable amounts and where carrying value exceeds estimated recoverable amount, these are written
down to their estimated recoverable amount,
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Notes to the Financial Statements

Note 5, Summary of Significant Accounting Policies - Continued...

b)

5.2
5.2.1

a)

b)

5.2.2

5.2.3

Owned Assets

Fixed assets purchased from Company 'own funds are stated at cost less accumulated depreciation and
impairment loss, if any. Cost includes expenditure that are directly attributable to the acquisition of items of fixed
assets.

Depreciation is calculated on a straight line basis and charge to income and expenditure account to write off the
depreciable amount of each asset over its estimated useful life at the rate specified in Note 6. Depreciation of an
asset begins when it is available for use, i.e. when it is in the location and condition necessary for it to be
capable of operating in the manner intended by management. Depreciation of an asset ceases the date when
the asset is derecognized. Therefore, depreciation does not cease when the asset becomes idle or is retired from
active use unless the asset is fully depreciated.

Renewals and replacements are recognized in the carrying amount of the property and equipment if its is
probable that future embodied economic benefits will flow to the Company. Other maintenance and repairs are
charged to the income and expenditure account. Gain or loss on disposal is taken to the income and expenditure
account.

Financial Instruments
Financial assets

Classification

The company classifies its financial assets as loans and receivables. The classification depends on the purpose
for which the financial assets were acquired. Management determines the classification of its financial assets at
the time of initial recognition.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. They are included in current assets, except for maturities greater than twelve
months after the balance sheet date, which are classified as non-current assets. Loans and receivables comprise
advances, deposits, prepayments, cash and bank balances in the balance sheet.

Recognition and measurement
All financial assets are recognized at the time when the company becomes a party to the contractual provisions
of the instrument.

Financial assets are initially recognized at fair value which is normally the transaction price. Subsequently, these
assets are subject to impairment testing for any changes in their carrying amounts. Financial assets are
derecognized when the rights to receive cash flows from the assets have expired or have been transferred or the
company has transferred substantially all the risks and rewards of ownership with respect to those financial
assets.

Financial liabilities
All financial liabilities are recognized at the time when the company becomes a party to the contractual
provisions of the instrument.

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

Offsetting of financial assets and financial liabilities

Financial assets and financial liabilities are offset and the net amount is reported in the financial statements only
when there is a legally enforceable right to set off the recognized amount and the company intends either to
settle on a net basis or to realize the assets and to settle the liabilities simultaneously.
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Notes to the Financial Statements

Note 5, Summary of Significant Accounting Policies - Continued...

53

5.4

5.5

5.6

5.7

a)

b)

c)

Impairment

Financial assets

The Company assesses at the end of each reporting period whether there is objective evidence that a financial
asset or group of financial assets is impaired. A financial asset or a group of financial assets is impaired and
impairment losses are incurred only if there is objective evidence of impairment as a result of one or more
events that occurred after the initial recognition of the asset (a ‘loss event’) and that loss event (or events) has
an impact on the estimated future cash flows of the financial asset or group of financial assets that can be
reliablv estimated.

All impairment losses are recognized in income and expenditure account. An impairment loss is reversed if the
reversal can be related objectively to an event occurring after the impairment loss was recognized. An
impairment loss is reversed only to the extent that the financial asset’s carrying amount after the reversal does
not exceed the carrying amount that would have been determined, net of amortization, if no impairment loss
had been recognized.

Non - financial assets

Assets that are subject to depreciation are reviewed for impairment at each balance sheet date, or wherever
events or changes in circumstances indicate that the carrying amount may not be recoverable., An impairment
loss is recognised for the amount for which the asset’s carrying amount exceeds its recoverable amount. An
asset's recoverable amount is the higher of its fair value less costs to sell and value in use. For the purposes of
assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable cash
flows. Non-financial assets that suffered an impairment are reviewed for possible reversal of the impairment at
each balance sheet date. Reversals of the impairment loss are restricted to the extent that asset’s carrying
amount does not exceed the carrying amount that would have been determined, net of depreciation or
amortization, if no new impairment loss had been recognised. An impairment loss or reversal of impairment loss
is recognised in income for the year.

Cash and Cash Equivalents

Cash and cash equivalents comprise cash in hand, cash at bank in current account, demand deposits and other
short term highly liquid investments that are readily convertible to known amounts of cash and which are subject
to an insignificant risk of change in value. Cash and cash equivalents also consist of bank overdrafts repayable
on demand, if any.

Cash and cash equivalents are carried in the balance sheet at cost.

Restricted Funds

Funds received as grants for specific purposes are classified as restricted funds with separate accounting records
being maintained for each and every account.

Trade and Other Payables

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

Income Recognition

Income is recognized when it is probable that the economic benefits associated with the transaction will flow to
the Company and the amount of income and associated cost incurred or to be incurred can be measured
reliably.

Donation received in kind are transferred to Deferred income and the respective income is recognized over the
useful life of respective asset.

An amount equal to the annual charge for depreciation on assets is recognized as income in the income and
expenditure account.,

Donation/ grant, management fee income is recognized on receipt basis.

Profit on deposit accounts is recognized on time proportion basis.
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Notes to the Financial Statements

Note 5, Summary of Significant Accounting Policies - Continued...

5.8

5.9

5.10

Provisions and Contingencies

Provisions are recognized when the Company has a legal and constructive obligation as a result of past events
and it is probable that outflow of resources embodying economic benefits will be required to settle the obligation
and a reliable estimate can be made of the amount of obligation. Provision is recognized at an amount that is the
best estimate of the expenditure required to settle the present obligation at the reporting date. Where outflow of
resources embodying economic benefits is not probable, or where a reliable estimate of the amount of obligation
cannot be made, a contingent liability is disclosed, unless the possibility of outflow is remate.

Taxation

The income of the company, under Clause (58) of Part 1 of the Second Schedule to the Income Tax Ordinance
2001 is subject to Section 100C under which 100% tax credit is available to the company subject to fulfiiments
of certain requirement as set forth by Federal Board of Revenue. However the exemption was expired on June
30, 2018 and the application of company for renewal of exemption is pending with Commissioner Inland revenue
FBR.

Employee benefits

The company entitles gratuity to its staff on the completion of three months employment, equivalent to one
month salary calculated on the basis of amount contributed throughout the year and paid to staff at the end of
service. Staff (eaving prior to completion of calendar year will be compensated by gratuity on pro-rata basis. In
case of any misconduct company will hold employee's gratuity.

Staff working with MERF through public private partnership (contracting out) will only be eligible for gratuity,
until unless budgeted and instructed by relevant provincial government,

Contracting out staff recruited against the sanctioned vacant position are given lump sum salary inclusive of all
benefits i.e salary and allowances inclusive of medical and health,
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Note 6
Property, Plant and Equipment
. Office &
Furn_lture and Electrical Computer:s & Total
Fixture . Accessories
Equipment
-------------- R P 8RS i S G
= Donated Assets 1

Cost

Balance as at July 01, 2017 698,000 1,038,500 1,120,000 2,856,500

Additions during the year E - 5 z

Balance as at June 30, 2018 698,000 1,038,500 1,120,000 2,856,500

Balance as at July 01, 2018 698,000 1,038,500 1,120,000 2,856,500 ‘

Additions during the year o - 5 g

Balance as at June 30, 2019 698,000 1,038,500 1,120,000 2,856,500
. Depreciation

Balance as at July 01, 2017 130,875 194,719 462,000 787,594

Charge for the year 104,700 155,775 369,600 630,075

Balance as at June 30, 2018 235,575 350,494 831,600 1,417,669

Balance as at July 01, 2018 235,575 350,494 831,600 1,417,669

Charge for the year 104,700 155,775 288,399 548,874

Balance as at June 30, 2019 340,275 506,269 1,119,999 1,966,543

Carrying amounts as at June 30, 2018 462,425 688,006 288,400 1,438,831

Carrying amounts as at June 30, 2019 357,725 532,231 1 889,957

Owned Assets -]

Cost

Balance as at July 01, 2017 - 2,100,000 . 2,100,000

Purchases during the year - - = -

Balance as at June 30, 2018 4 2,100,000 - 2,100,000
. Balance as at July 01, 2018 ; 2,100,000 - 2,100,000

Purchases during the year = " = g

Balance as at June 30, 2019 - 2,100,000 - 2,100,000

Depreciation

Balance as at July 01, 2017 . 183,750 = 183,750

Charge for the year - 315,000 - 315,000

Balance as at June 30, 2018 - 498,750 ~ 498,750

Balance as at July 01, 2018 - 498,750 - 498,750

Charge for the year 7 315,000 - 315,000

Balance as at June 30, 2019 - 813,750 - 813,750

Carrying amounts as at June 30, 2018 - 1,601,250 - 1,601,250

Carrying amounts as at June 30, 2019 - 1,286,250 5 1,286,250

Total carrying amounts as at June 30, 2018 462,425 2,289,256 288,400 3,040,081

Total carrying amounts as at June 30, 2019 357,725 1,818,481 1 2,176,207

Depreciation rate (%) 15% 15% 33%
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Note 7
Advances Note 2019 2018
------ R U pesssmn=ns
Advances - considered good
Employees
- For expenses 7.2 1,397,829 1,789,943
Advance tax 7.1 - 3,019,086
1,397,829 4,809,029
7.1 - Banks - 307,086
- Donors - 2,712,000
- 3,019,086

7.2 Advances represent the amount given to employees for incurring the expenditure during the project
execution in the fields,

Note 8
Deposits and Short Term Prepayments Note 2019 2018
—————— Rl pggigsg=sas
Security deposits 8.1 2,770,000 2,676,000
Prepayments 975,650 774,570
3,745,650 3,450,570

8.1 Security deposit represents the amount of deposits placed with property owners under lease agreements,
fuel stations and call deposit receipt issued in favor of statutory organization.

Note 9
Cash and Cash Equivalents Note 2019 2018
------ Rupees------
Cash in hand 9.1 13,889,429 8,858,629
Cash at bank 9.2 106,383,756 27,086,455
120,273,185 35,945,084

9.1 Cash in hand indudes National Savings Prize Bonds of PKR 13,265,000 (2018 PKR. 8,750,000)

9.2 - Current account (PKR) 52,028,923 4,632,053
- Saving account (PKR) 24,354,833 22,454,402

- Investment Certificate - Meezan Bank (Mudarabah) 30,000,000 E
106,383,756 27,086,455
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‘ Note 10
| Restricted Grant Fund

:

Paramedics Training under
FATA Youth Skills
Development Training
Program

FATA CMW Training

FATA Nurses Training

ECHO

National Nutrition Survey
2017-18

Contract under Public
Private Partnership

|
Quetta Nutrition Survey

Contract under Public
Private Partnership-
Mishtimela Hospital

Consultancy ICMC

TOTAL

FATA Development
Authority

FATA Development
Authority

FATA Development
Authority

ECHO through
Malteser

Agha Khan
University
Government of
Sindh

Department of

Health Balochistan

FATA Secretariat

ICMC

Balance as at

July 01, 2018 Grant received

Project
Expenditure
incurred

Transferred (ta)/
from receipts and
expenditure account

A 8 c D
R R memm-eesmms---cass=---x==~R u p e e
4,874,752 5 . )
(2,524,646) 5,766,917 (884,993) 4,881,924
15,791,711 20,356,386 (22,526,328) (2,169,942)
523,315 2 ’ ;
. 40,489,200 (39,182,596) 1,306,604
(875,391) 473,129,000 (475,858,192) (2,729,192)
9,027,488 - - .
(75,966,672) 139,853,237 (64,699,514) 75,153,723
140,000 - . -

(603,151,623)

Net movement
during the year

Page 14 of 21

Balance as at
June 30, 2019

E=B+C G=A+E-F
B tmm o e R RS G P

- 4,874,752

4,881,924 2,357,278

(2,169,942) 13,621,769

= 523,315

1,306,604 1,306,604
(2,729,192) (3,604,583)

# 9,027,488
75,153,723 (812,949)

- 140,000
.. s mzu e - -
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Note 11
Deferred Income Note 2019 2018
—————— RUpeessr-rs=

Balance as at July 01 1,438,831 2,068,906

Add: Addition during the year - -
1,438,831 2,068,906

Less: Amortized income 114 (548,874) (630,075)

Balance as at June 30 889,957 1,438,831

11.1 Deferred income represents donation in kind - non current assets and it is credited to income account
with respect to the useful life of assets.

Note 12
Trade and Other Payables Note 2019 2018
------ Rupees-==~=--=
Payable to staff 1,098,343 568,273
EOBI payable 458,012 961,936
Gratuity payable 28,197,697 24,932,355
Audit fee payable 260,000 235,000
Tax payable 1,583,926 1,695,607
Accrued expenses 54,965,890 53,374,366
86,563,868 81,767,537

Note 13
Contingencies and Commitments

Contingencies

The income of the company, under Clause (58) of Part 1 of the Second Schedule to the Income Tax Ordinance
2001 was subject to Section 100C under which 100% tax credit was available to the company subject to
fulfilments of certain requirement as set forth by Federal Board of Revenue. Company got the exemption which
got expired on June 30, 2018 and the exemption renewal application was pending with Commissioner Inland
revenue FBR as on June 30, 2019.

Commitments

1 Medical Emergency Resilience Foundation has entered into an operating lease for its office premises. The
amount of future payments under operating lease agreements and the period for each location in which
these payments will become due are as follow;

Islamabad office Peshawar office  Thatta office

Year 2020 3,720,000 " 1,452,000
Year 2021 4,092,000 - 1,597,200
Year 2022 4,501,200 = 1,756,920

12,313,200 = 4,806,120

2  The Company has entered into following agreements with FATA Development Authority - FATA (DA) for
provision of related services in future years.

Project Name

- Provision of Nursing Training under FATA Youth Skills
Development Programme

Budgeted Amount

PKR 73,800,000
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3  The Company has signed a "Performance Based Agreement under Sindh Public Private Partnership Act,
2010 - contract out of 13 health facilities in District Thatta and Sujawal, Sindh." as per budgeted amount

of Rs. 2,500,000,000.

4 The Company has signed a "Performance Based Agreement under Public Private Partnership with
Directorate of Health Services FATA for Operalization of Type -C Hospital at Mishtimela Orakzai. Total

Commitment for year 2019-20 is PKR 199 Million.

Note 14
Income Note 2019 2018
(Restated)
------ Rupees------
Grant received 15.1 679,594,740 635,785,698
General funds and donations 642,928 155,509
Fee/overhead 14.1 6,460,920 15,845,140
Interest income 769,781 4,951,716
687,468,369 656,738,063

14.1 Reimbursement of overhead represents amount of cost reimbursed from Project with FATA Secretariat
under Public Private Partnership for operalization of Mishtimela Hospital. This amount is calculated at 10%

of total amount spent during the year.

Note 15
Project Expenditures Note 2019 2018
(Restated)
------ R U pige§==== =
Salaries, wages and other benefits 292,910,518 409,163,226
Legal and professional fee 611,073 660,875
Printing, stationery and newspaper 5,397,657 9,395,000
Consultancy cost 4,609,718 9,563,353
Casual labor 866,650 2,051,490
Insurance charges 2,600,649 4,901,116
Travelling and accomodation 3,203,787 2,578,039
POL and rent for vehicles 21,889,491 31,047,956
Office rent 3,838,916 5,543,996
Training costs 6,483,414 8,411,658
PBIs for government staff 4,911,936 5,713,500
Program cost-medicines, drugs, consumables and medical Items 166,238,810 156,826,343
Program cost- tuition, stipend, food and hostel charges 18,943,517 22,391,817
Program cost-equipment 2,673,180 28,940,701
Program cost- rehabilitation 19,364,223 20,958,468
Communication and courier cost 2,311,941 3,060,616
Enumerator charges for survey 16,729,286 8,687,100
Field offices running costs 3,239,124 2,012,136
Hospital staff uniform 8,400 977,510
Utilities 18,378,463 18,683,671
Bank charges 304,421 320,745
Tax expense 15.1 7,636,449 2,067,307
603,151,623 753,956,623
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15.1 In 2019, Company discovered an error in relation to the Grant recognition. The error relates to a Grant
received under the contract with Mishtimela project during 2018. Company recorded a net amount
(exclusive of Income tax), which resulted in understated Grants received and understated Project
expenditures. The effect of the restatement on the financial statement and comparatives is summarised

below. There is no effect in 2019.

Effect on 2018

--Rupees--
Grant received 633,718,391
Income tax 2,067,307
Grant received (restated) 635,785,698
Project expenditures 751,889,316
Tax expense 2,067,307
Project expenditures (restated) 753,956,623
Note 16
Administrative and General Expenses Note 2019 2018
------ Rupees------
Salaries, wages and other benefits 5,561,131 12,524,585
Legal and professional fee 7,500 1,148,400
POL for vehicles 127,959 315,448
Communication and courier cost 2,391 36,726
Office utilities 30,486 30,043
Consultancy cost - 925,000
Office supplies - 2,228,046
Office rent 600,000 973,200
Bank charges 77,427 329,971
Auditors' remuneration 16.1 260,000 235,000
Depreciation 6 863,874 945,075
Travelling and accomodation 51,900 =
Vehicle rent 849,800 -
Repair and maintenance 1,120 .
Tax expense 318,336 -
Insurance 13,046 -
8,764,970 19,691,494
16.1 Auditor' remuneration

Annual audit fee 240,000 220,000
Out of pocket 20,000 15,000
260,000 235,000

Note 17
Taxation

The income of the company, under Clause (58) of Part 1 of the Second Schedule to the Income Tax Ordinance
2001 was subject to Section 100C under which 100% tax credit was available to the company subject to
fulfilments of certain requirement as set forth by Federal Board of Revenue. However the exemption was expired
on June 30, 2018 and the application of company for renewal of exemption is pending with Commissioner Inland
revenue FBR. Company is of the view that exemption will be renewed
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Note 18
Number of Employees

2019 2018
Average number of employees during the year 623 678
Total number of employees as at June 30 616 630

Note 19
Related Party Transactions

Related parties comprise of key management personnel of the Company. Transactions with related parties carried
during the year are as follow;

2019 2018
Key Management Personnel  ------ RUpees-—mr=m=
- Remuneration and other benefits paid to CEO 13,800,000 13,800,000
- Reimbursement of expenses paid by director on behalf of = -
Company

There are no other transactions with related parties, other than those which have been specifically disclosed
elsewhere in these financial statements.

Note 20
Financial Instruments

The Board of Directors of the Company has overall responsibility for the establishment and oversight of the
Company's risk management framework. The Company has exposure to the following risks from its use of financial
instruments:

i) Credit risk
i) Liquidity risk
iii) Market risk

20.1 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 account the fair value of any collateral.
Concentration of credit risk arises when a number of counter parties have similar economic features that
would cause their ability to meet contractual obligations to be similarly affected by changes in economic,
political or other conditions. Concentrations of credit risk indicate the relative sensitivity of the Company's
performance to developments affecting a particular economy sector/ industry.

20.1.1 Exposure to credit risk
The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure
to credit risk at the reporting date was as follow:

2019 2018
------ RUpeeg§gmrmme=
Advances 1,397,829 1,789,942
Bank balances 106,383,756 27,086,455
107,781,585 28,876,397

Financial assets do not contain any impaired or non-performing assets.
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