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INDEPENDENT AUDITOR’'S REPORT

To the Board of Governors of Habib University

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Habib University (the University), which comprise the
statement of financial position as at 30 June 2022, and the statement of income and expenditure,
statement of changes in fund and statement of cash flows for the year then ended, and notes to the
financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the University as at 30 June 2022, and of its linancial performance and its cash
flows for the year then ended in accordance with approved accounting and reporting standards as
applicable in Pakistan,

Basis for Opinion

We conducted our audit in accordance with the International Standards on Auditing (ISAs) as
applicable in Pakistan. Our responsibilities under those standards are further described in the Auditor's
Responsibilities for the Audit of the Financial Statements section of our report. We are independent of
the University in accordance with the International Ethics Standards Board for Accountants’ Code of
Ethics for Professional Accountants as adopted by the Institute of Chartered Accountants of Pakistan
(the Code), and we have fulfilled our other ethical responsibilities in accordance with the Code. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis far
our opinion.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

The Board of Governors (the Board) are responsible for the preparation and fair presentation of the
financial statements in accordance with the approved accounting standards as applicable in Pakistan
and for such internal control as the Board determines 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, the Board are responsible for assessing the University'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 University or
to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the University's financial reporting

process.
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Audilor's Responsibilities for Lhe 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 aggregale, they could reasenably 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 I1SAs as applicable in Pakistan, we exercise professional
judgment and mainlain professional skepticism throughout {he audit. We also;

» Idenlily 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 Lhat 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 cmissions, misrepresentations, or the override
of internal conlrol.

* Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriale in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the University's internal control.

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

* Conclude on the appropriateness of management's use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the University's ability to continue as a going
concern. If we conclude that a malerial uncertainty exists, we are required to draw attention in our
auditor's report td 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 cbtained up to
the date of our auditor's report. However, future events or conditions may cause the University to
cease to continue as a going concern.

* Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and wliether the financial statements represent tha underlying transactions and events
in @ manner Lhat achieves fair presenlation.

We communicale with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, Inctuding any significant deficiencies in
internal conlrol that we identify during our audit.

£t L
Chartered Accountants

Audit Engagement Pariner: Arslan Khalid
Place: Karachi

UDIN Number: AR202210191vHs36mjqY
Date: 23 November 2022

A member litm of Ernsl & Young Global Limiled
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ASSETS
NON-CURRENT ASSETS

Property and equipment
Intangible assets

HABIB UNIVERSITY
STATEMENT OF FINANCIAL POSITION
AS AT JUNE 30, 2022

Long-term deposits and prepayments

CURRENT ASSETS

Office and other supplies
Students fees receivable

Advances, deposits, prepayments and other receivables

Accrued profit

Advance tax

Short-term investments
Cash and bank balances

TOTAL ASSETS

FUND AND LIABILITIES

FUND BALANCES

General Fund
Capital Grant Fund - Restricted

NON-CURRENT LIABILITIES
Security deposits from sludents

Contract liabilities

CURRENT LIABILITIES

Trade and other payables

1]

10
11

12

13

Current portion of security deposits from students

Current portien of coniract liabilities

12

CONTINGENCIES AND COMMITMENTS 14

TOTAL FUND AND LIABILITIES

The annexed notes from 1 to 26 form an integral part of these financial statements,
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Capital
Grant -
General Restricted
Fund Fund 2022 2021

------------------ {Rupees in '000) "-wmeeemeeccannnen-
139,868 274,902 414,770 88,395
3,666 - 3,666 4,089
8,519 - 8,519 8,040
152,053 274,902 426,955 100,524
8,838 - 8,838 7,885
56,359 - 56,359 10,702
22,155 - 22,155 16,664
712 - 712 872
5,552 - 5,552 5,214

37,604 - 37,604 -
138,245 - 138,245 188,051
269,465 - 269,465 229,388
421,518 274,902 696,420 329,912
165,235 - 165,235 171,607

- 274,502 274,902 -
165,235 274,902 440,137 171,607
16,850 - 16,850 15,775
16,378 - 16,378 16,344
33,228 - 33,228 32,119
115,561 - 115,561 92,213
17,038 - 17,038 14,650
90,456 - 90,456 19,323
223,055 - 223,055 126,186
421,518 274,902 696,420 329,912

"
A

PRESJDQIU




o

HABIB UNIVERSITY
STATEMENT OF INCOME AND EXPENDITURE
FOR THE YEAR ENDED JUNE 30, 2022

INCOME

Tuition fees

Application fees
Semester registration fees
Admission fees

Denatlons

Habib University Foundation - a related party

Habib University Stiftung Swilzerland - a related party
Habib University Foundation U.S.Inc.- a related party
Donations in kind - books

Other income

LESS: EXPENDITURE

Academic and programmatic expenditure
Administrative expenditure

Interest expense on lease liabilities
Allowance for expected credil losses
Other expenses - exchange loss

Net surplus for the year

Other comprehensive income

Other comprehensive income for the year

Total comprehensive income for the year

Note

15

16

17

18
19

8.3

Capital
Grant -
General Restricted
Fund Fund 2022 2021
reeemeemnmeecne{RUPEES iN “000) —-emmmmeemmeeeee
1,085,827 - 1,085,827 972,151
4,271 - 4,271 3,199
18,095 - 18,095 16,022
19,230 - 19,230 17,880
131,068 - 131,068 123,607
- 252,593 252,693 16,027
14,382 - 14,382 6,459
3,502 - 3,502 -
148,952 252,593 401,545 146,093
31,184 17,569 48,753 14,683
1,307,559 270,162 1,677,721 1,170,028
1,142,076 - 1,142,076 934,928
166,470 - 166,470 133,888
- s 5 1981
645 - 64bh -
- - 5 530
1,309,191 - 1,309,191 1,069,537
{1,632) 270,162 268,530 100,491
(1,632) 270,162 268,530 100,491
|

The annexed notes from 1 to 26 form an integral part of these financial statements.
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HABIB UNIVERSITY

STATEMENT OF CHANGES IN FUND
FOR THE YEAR ENDED JUNE 30, 2022

Capital Grant -

General Fund Restricted Fund Total
=eer-—meree{RUpPEES [N “Q00)-—mememeene

Balance as at July 01, 2020 71,116 - 71,116
Net surplus for the year 100,491 - 100,491
Other comprehensive income - - -
Total comprehensive income for the year 100,491 - 100,491
Balance as at June 30, 2021 171,607 - 171,607
Net surplus for the year {1,632) 270,162 268,530
Other comprehensive income - - -
Total comprehensive income for the year (1,632) 270,162 268,530
Transfer from General Fund to Capital Grant

- Reslricted Fund (4,740) 4,740 5
Balance as at June 30, 2022 165,235 274,902 440,137

fon
The annexed notes from 1 lo 26 form an integral part of these financial statements.
!
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HABIB UNIVERSITY
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2022

CASH FLOWS FROM OPERATING ACTIVITIES
Net surplus for the year

Adjustment for non-cash and other items

Depreciation on:

- right-of-use assets

- others

Amortisation

Gain on sale of operating fixed assets
Profit on saving accounts

Gain on termination of lease

Interest expense on lease liabilities
Provision for leave encashment
Alfowance for expected credit loss
Reversal of allowance for expected credit losses

Decrease / (increase) in current assets

Office and other supplies

Students fees receivable

Advances, deposils, prepayments & other receivables

Increase in current liabilities
Trade and other payables
Contract liabilities

Cash generated from operations

Taxes paid

Leave encashment paid

Long-term deposits and prepayments - net
Security deposits from students — net
Contract liabilities

Net cash generated from operations

CASH FLOWS FROM INVESTING ACTIVITIES

Additions to operating fixed assets and capital work-in-progress

Proceeds from disposal of operating fixed assets
Additions to intangible assets

Profit received on saving accounts

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Lease rentals paid

Net {decrease) / increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

Note

The annexed notes from 1 to 26 form an integral part of these financial statements.

————=add 1O

CHANCELLOR

2022

2021

-——(Rupees in '000) ——--

268,530 100,491
604 1,138
37,025 26,515
2,184 2,039
{184) (146)
(12,879) (8,538)
. (234)
; 191
7,348 4,008
645 -
. (873)
34,743 24,100
(953) (868)
(46,302) 20,566
{5,970) (1,038)
(63,225) 18,660
18,288 (3,491)
71,133 4,719
89,421 1,228
339,469 144,479
(338) (180)
(2,288) (4,025)
. (2,956)
3,463 2,950
34 (2,735)
340,340 137,533
(364,166) (66,919)
346 684
{1,761) (2,500)
13,039 7,889
(352,542) (60,846)
. (1,648)
(12,202} 75,039
188,051 113,012
175,849 188,051
.l
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3.1

3.2

HABIB UNIVERSITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2022

LEGAL STATUS AND NATURE OF BUSINESS

Habib University (the Universily) is a not-for-profit, non-commercial, degree awarding institution, incorporated on
October 8, 2012 under the Habib University Act, 2012 {the Acl) passed by the Provincial Assembly of Sindh.
The principal objectives of the University are to design, prepare and offer educational courses of international
standard and to undertake, organise and promote research and dissemination of knowledge.The University is
situated at Gulistan-e-Jauhar. The University commenced its operalions in August 2014,

STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with the approved accounting and reporting
standards as applicable in Pakistan. Approved accounting and reporting slandards comprise of the Accounting
Standard for Not for Profit Organizations (NPOs) issued by lhe Institute of Chartered Accountants of Pakistan
(ICAP) and Inlernational Financial Reporting Stlandards (IFRSs) issued by the International Accounting
Standards Board (IASB).

Where provisions and direclives issued under the accounling and reporling standards for NPOs differ from the
IFRS standards, the provisions of and directives issued under the accounting and reporting standards for NPOs
have been followed.

BASIS OF MEASUREMENT
These financial statements have been prepared under the historical cost convention.

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

SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of lhese financial siatements is in conformity with approved accounting standards, as
applicable in Pakistan, which requires management to make judgements, estimates and assumptions that affect
the application of policies and the reported amount of assets, liabilities, income and expenses. The estimates
and associaled assumptions are based on historical experience and various other factors that are believed to
be reasonable under the circumstances, the results of which form the basis of making the judgements about the
carrying values of asseis and liabilities that are not readily apparent from other sources. Actual results may
differ from these estimates. The estimates underlying the assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and fulure periods if the revision affecls both current and
future periods.

The estimates, assumptions and judgements made by the management that are subject to risk of material
adjustment to the carrying amounts of assets and liabilities within the next financial year, are as follows:

Estimates and assumptions

41

Depreciation of property and equipment

The University reviews appropriateness of the rate of depreciation, useful life and residual values used for
recording the depreciation on annual basis. Further, where applicable, an estimate of recoverable amount of
assels is made for possible impairment whenever events or changes in circumstances indicate that carrying
amounts may not be recoverable.

.



6 HABIB UNIVERSITY

4.2 Allowance for expected credit losses of certain financial assets

The University has established a provision matrix that is based on the University's historical credit loss
experience, adjusted for forward-looking factors specific to the debtors and the economic environment However,
in certain cases, the University may also consider a financial asset to be in defaull when internal or external
information indicates that the University is unlikely to receive the outstanding contractual amounts in full before
taking into account any credit enhancements held by the University. The Universily will calibrate the matrix to
adjusl the historical credil loss experience with forward-looking information. The amount of expected credit loss
(ECL) is sensitive to changes in circumslances and of forecast economic conditions. The University's historical
credil loss experience and forecast of economic conditions may also not be representative of customer's actual
default in the future. At each reporting date, the hislorical observed default rates are updated and changes in the
forward-looking estimates are analysed. Any change might affect the carrying value and amount of expected credit
loss charge to statement profit or loss.

5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

5.1 New standards, amendments, improvements to approved accounting standards and the framewaork for
financlal reporting

5.1.1 Adoption of amendments to approved accounting standards effective during the year

The University has adopted the following amendments to International Financial Reporting Standards (IFRSs) and
the framework for financial reporting which became effective for the current year:

Amendments to approved accounting standards
IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 - Interest Rate Benchmark Reform (Amendments)
IFRS 16 - Covid-19-Related Rent Concessions beyond 30 June 2021 {Amendments)

The adoplion of the above amendments to the approved accounting standards did not have any material impact
on the University's financial statements.

5.1.2 Standards, amendments and improvements to approved accounting standards that are not yet effective

The following amendments and improvements to the approved accounting standards as applicable in Pakistan
would be effective from the dales mentioned below against the respeclive amendment or improvements:

Effective date
{annual periods

Amendment or Improvement beginning on or after)
IFRS 3 Reference to the Conceptual Framework {Amendments) January 01, 2022
IAS 16 Property, Plant and Equipment: Proceeds before Intended
Use (Amendments) January 01, 2022
IAS 37 Onerous Contracts — Cosls of Fulfilling a Contract (Amendments) January 01, 2022
[AS 1 Classification of Liabilities as Current or Non-current {Amendments) January 01, 2023
1AS 1 Disclosure of Accounting Policies (Amendments) January 01, 2023
IAS 8 Definition of Accounting Estimates {Amendments} January 01, 2023
Deferred tax related to Assets and Liabilities arising from
IAS 12 . .
a single transaction (Amendments) January 01, 2023
IFRS 10/IAS  Sale or Contribution of Assels between an Investor and
28 its Associale or Joint Venture (Amendment) Not vet finalised
Improvements to accounting standards issued by the IASB (2018-2020 cycle)
IFRS 9 Financial Instruments — Fees in the '10 percent' test for derecognition
of financial liabilities January 01, 2022
IAS 41 Agriculture — Taxation in fair value measurements January 01, 2022
IFRS 16 Leases: Lease incentives January 01, 2022

The above amendments and improvements are nol expected to have any material impact on the University's
financial statements in the period of initial applicalio?_,
‘—‘
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Further, the following new standards have been issued by IASB which are yet to be notified by the SECP for the
purpose of applicability in Pakistan and are not expected to have any material impact on the University's financial
statements in the period of inilial application.

IASB Effective date
(annual periods
beginning
Standard on or after)
IFRS 1 First-lime Adoption of Internalional Financial Reporting Standards 01 January 2004
IFRS 17 Insurance Contracts 01 January 2023

Property and equipment

Operating fixed assets
These are stated at cost less accumulated depreciation and accumulated impairment.

Subsequent costs
Maintenance and normal repairs are charged to the statement of income and expenditure as and when incurred,

Major renewals and improvements, if any, are capitalised when it is probable that respective future economic
benedits will flow to the University.

Depreciation

Depreciation is charged to the statement of income and expenditure using straight line method of the assets over
their estimated useful lives at the rates specified in nole 6.1 to these financial statements. Depreciation on
additions is charged from the month when the asset is available for use and on disposal up to the month
immediately preceding the disposals. Assels residual values, useful lives and depreciation methods are reviewed
and adjusled, if appropriate, at each financial year end

Gain or loss on disposal

An item of operating fixed assets is derecognised upon disposal or when no fulure economic benefils are
expected from its use. Gains and losses are determined by comparing proceeds with the carrying amount of the
relevant assets. These are included in the stalement of income and expenditure in the period in which they arise.

impairment of property and equipment

The carrying values of operating fixed assels are assessed at each reporting date for indication that an asset may
be impaired and carrying values may not be recovered, If such indications exist and where the carrying values
exceed the estimated recoverable amounts, the assets are wrilten down to the recoverable amounts.

A previously recognised impairment loss is reversed only if there has been a change in the assumptions used to
determine the property and equipment recoverable amount since the last impairment loss was recognised. The
reversal is limiled so that the carrying amount of the property and equipment does not exceed its recoverable
amount, nor exceed the carrying amount that would have been determined, net of depreciation, had no impairment
loss been recognised for the property and equipment in prior years. Such reversal is recognised in the statement
of income and expenditure

Right-of-use-assets

The University recognises a right-of-use assets at the commencement date of the lease (i.e. the date the
underlying asset is available for use). Right-of-use assels are measured at cost less any accumulated
depreciation and impairment losses and adjusted for any remeasurement of lease liabililies. The cost of right-of-
use assets includes the amount of lease liabilities recognised, any initial direct costs incurred and any lease
payments made al or before the commencement date less any lease incentives received. Right-of-use assets are
depreciated on a straight-line basis over the lease term.

Capital work-in-progress

Capital work-in-progress is stated at cost less accumulated impairment losses, if any, it consists of expenditure
incurred and borrowing costs for qualifying assels if its recognition criteria are met.
~

—
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Further, the following new standards have been issued by IASB which are yet to be notified by the SECP for the
purpose of applicability in Pakistan and are nol expected to have any material impact on the University's financial
statements in the period of initial application.
IASB Effective date
(annual periods

beginning
Standard on or after)
IFRS 1 First-time Adoption of International Financial Reporting Standards 01 January 2004
IFRS 17 Insurance Contracts 01 January 2023

Property and equipment

Operating fixed assets
These are slated at cost less accumulated depreciation and accumulated impairment.

Subsequent costs

Maintenance and normal repairs are charged to the statement of income and expenditure as and when incurred.
Major renewals and improvements, if any, are capitalised when it is probable that respective fulure economic
benefits will flow to the University.

Depreciation
Depreciation is charged to the stalement of income and expenditure using straight line method of the assets over
their estimated useful lives at the rates specified in note 6.1 lo these financial statements. Depreciation on
additions is charged from the month when the asset is available for use and on disposal up lo the month
immedialely preceding the disposals. Assels residual values, useful lives and depreciation methods are reviewed
and adjusted, if appropriate, at each financial year end.

Gain or loss on disposal

An Htem of operating fixed assels is derecognised upon disposal or when no fulure economic benefits are
expecled from its use. Gains and losses are determined by comparing proceeds with the carrying amount of the
relevant assets. These are included in the statement of incorne and expenditure in the period in which they arise,

Impairment of property and equipment

The carrying values of operating fixed assels are assessed at each reporting date for indication that an asset may
be impaired and carrying values may not be recovered. If such indications exist and where the carrying values
exceed the eslimaled recoverable amounts, the assets are written down to the recoverable amounts.

A previously recognised impairment loss is reversed only if there has been a change in the assumptions used to
determine the properly and equipment recoverable amount since the last impairment loss was recognised. The
reversal is limited so thal the carrying amount of the property and equipment does not exceed its recoverable
amount, nor exceed the carrying amount that would have been determined, net of depreciation, had ne impairment
ioss been recognised for the property and equipment in prior years. Such reversal is recognised in the statement
of income and expenditure.

Right-of-use-assets

The University recognises a right-of-use assets at the commencement date of the lease (i.e. the date the
underlying asset is available for use). Right-of-use assets are measured at cost less any accumulated
depreciation and impairment losses and adjusted for any remeasurement of lease liabilities. The cost of right-of-
use assels includes the amount of lease liabililies recognised, any inilial direct costs incurred and any iease
payments made at or before the commencement date less any lease incentives received. Right-of-use assets are
depreciated on a straight-line basis over the lease term.,

Capital work-in-progress

Capital work-in-progress is stated at cost less accumulated impairment losses, if any, it consists of expenditure
incurred and borrowing costs for qualifying assels if its recognition criteria are mft.

-—r
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8 HABIB UNIVERSITY

Intangible assets

These are stated at cost less accumulated amortisation and impairment loss, if any.

Cosls in relation to intangible assets are only capitalised when it is probable that future economic benefits
attributabfe to that asset will flow to the University and the same is amortised applying the straighl line method
at the rates stated in note 7 to these financial statements.

Useful lives of intangible assets are reviewed, at each financial year end and adjusted if appropriate.

Impairment of Intangible assets

The carrying value of intangible assets is assessed for impairment at each financial year end when evenls or
changes in circumstances indicate that the carrying value may not be recoverable. If such indications exist and
where the carrying values exceed the eslimaled recoverable amounts, the assets are written down to the
recoverable amounts.

Office and other supplies

These are valued at lower of cost, determined using weighted average method and Net Realisable Value
(NRV), less provision for obsolete items (if any). ltems in transit are valued at cost comprising purchase price,
and other charges incurred thereon upto the reporting date. Provision is made for items which are obsolete and
slow moving and is determined based on management estimale regarding their future usability,

Students fees receivable
These are recognised and carried at original invoice amount, being the fair value and subsequently measured
at amortised cosl. Allowance is made on the basis of lifetime Expected Credit Losses (ECLs) that result from all

possible defaull events over the expected life of the student fees receivable. Bad debts are written-off when
considered irrecoverable.

Advances and deposits

These are slated at cost less an allowance for uncollectible amounts, if any.

Cash and cash equivalents

Cash and cash equivalents comprise of cash in hand and deposit and current accounts maintained with banks.
Cash equivalents are short term highly liquid investmenils that are readily convertible to known amounts of cash,
are subject to an insignificant risk of changes in value, and are held for the purpose of meeting short term cash
commitments rather than for investments and other purposes.

Security deposits from students

These are stated at cosl.

Leases

The University assesses at conlract inception whether a contract is, or contains, a lease. Thal is, if the contract
conveys the right to control the use of an identified asset for a period of time in exchange for consideration.

University as a lessee

The University applies a single recognition and measurement approach for all leases, except for short-term
lease. The University recognises lease liabilities to make lease payments and right-of-use assets representing

the right to use the underlying assetfs.

(=%
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5.9.4

5.10

5.11
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Lease liabilities

At the commencement date of the lease, the University recognises lease liabilities measured at the present
value of lease payments to be made over the lease term. The lease payments include fixed payments (including
in-substance fixed payments} less lease incentives receivabie (if any), variable lease payments that depend on
an index or a rate (if any), and amounts expected to be paid under residual value guarantees (if any). The lease
payments also include the exercise price of a purchase oplion reasonably certain to be exercised by the
University (if any) and payments of penallies for terminating the lease (if any), if the termination option is
reasonably certain to be exercised. Variable lease payments that do not depend on an index or a rate are
recognised as expenses in the period in which the event or condition that triggers the payment occurs. In
calculating the present value of lease payments at the lease commencement date, the University uses the
interest rate implicit in the lease. In case where the interest rate implicit in the lease is not readily determinable,
the Universily uses its incremental borrowing rate. After the commencement date, the amount of lease liabilities
is increased to reflect the accretion of interest and reduced for the lease payments made. In addition, the
carrying amount of lease liabilities is remeasured if there is a modification, a change in the lease term, a change
in the lease payments or a change in the assessment of an option to purchase the underlying asset.

Determining the fease term of contracts with renewal and termination option.

The University determines the lease term as the non-cancellable term of the lease, together with any periods
covered by an option to exiend the lease if it is reasonably certain to be exercised, or any periods covered by
an option to terminate the lease, if it is reasonably certain nol to be exercised.

The University has several lease conlracts that include extension and termination options. The University
applies judgement in evaluating whether it is reasonably certain whether or not to exercise the option to renew
or terminate the lease. Thal is, it considers all refevant factors thal create an economic incentive for it to
exercise either the renewal or termination. After the commencement date, the University reassesses the lease
term if there is a significant event or change in circumstances that is within its control and affecis its ability 1o
exercise or not to exercise the option to renew or to terminate {e.g., construction of significant leasehold
improvements or significant customisation to the leased assel).

Leases - estimating the incremental borrowing cost

The University cannot readily determine the interest rate implicit in the lease, therefore, it uses ils incremental
borrowing rate (IBR) to measure lease liabilities. The IBR is the rate of interest thal the University would have {o
pay o borrow over a similar term, and with a similar security, the funds necessary lo obtain an asset of a similar
value to the right-of-use asset in a similar economic environment The IBR therefore reflects what the University
‘would have to pay', which requires estimation when no observable rates are available (such as for companies
that do not enter into financing transactions) or when they need to be adjusled to reflect the terms and
conditions of the lease (for example, when leases are not in the companies’ functional currency).

The University estimates the IBR using observable inputs (such as market interest rates) when available and is
required to make certain entity-specific estimates .

Taxation

The University is entilled 1o tax credit under section 100C of the Income Tax Ordinance, 2001 (lhe
ordinance).The University received its recognition as a Non-Profit Organization (NPO) under section 2(38){c) of
the Ordinance from the Commissioner Inland Revenue.

The University is also exempt from minimum tax under section 113 of the Ordinance, in view of clause (11A) of
Part IV of the second schedule to the Ordinance. Therefore, no current and deferred tax provision has been
made in these financiai statements.

Provisions

Provisions are recognised when the University has a present legal or constructive obligation as a resuit 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 of the amount can be made. Provisions are reviewed at each balance sheet
date and adjusted to reflect the current best estimaf.

=
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Staff retirement benefits

The University operates a contributory provident fund for all eligible employees. Equal monthly contributions are
made by the University and the employees to the fund at the rate of 8.33% of basic salary. Contributions are
charged to slalement of income and expenditure.

Employee compensated absences

The University accounts for employees’ leave encashment on the basis of un-availed earned leave balance of
each employee at the end of the year

Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or
equity instrument of another entity.

Financial assets
a) Initial recognition and measurement

Financial assets are classified at initial recognition and subsequently measured at amorlised cost, fair value
through other comprehensive income (FVTOCI) or fair through profit and loss (FVTPL).

The classification of financial assets at initial recognition depends on the financial asset's contractual cash flow
characteristics and the University's business model for managing them. With the exception of student fees
receivable, the University inilially measures a financial asset at its fair value plus, in the case of a financial asset
not at fair value through profit or loss, transaction costs. Studenls fees receivable are measured at the
transaction price delermined under IFRS 15.

In order for a financial asset to be classified and measured at amortised cost or FVTOCI, it needs {o give rise to
cash flows that are Solely Payments of Principal and Interest (SPPI) on the principal amount outstanding. This
assessment is referred to as the SPPI test and is performed at an instrument level. The University's business
model for managing financial assets refers to how it manages its financial assets in order to generate cash
flows. The business model determines whether cash flows will result from collecting contractual cash flows,
selling the financial assets, or bath.

Financial assets classified and measured al amortised cost are held within a business model with the objective
to hold financial assels in order to collect contractual cash flows while financial assets classified and measured
at FVTOCI are held within a business model with the objective of both holding to collect contractual cash flows
and selling.

Purchases or sales of financial asseis that require delivery of assels within a time frame established by
regulation or convention in the market place (regular way trades) are recognised on the trade date, i.e. the date
that the university commils to purchase or sell the asset.

b) Subsequent measurement

For purposes of subsequent measurement, the University classifies its financial assets into following categories:

*+  Financial assets at amortised cost (debt instruments);
*  Financial assets at FVTOCI with recycling of cumulative gains and losses {debt instruments);

* Financial assets designated at FVTOCI with no recycling of cumulative gains and losses upon
derecognition (equity instruments); and

*  Financial assets at FVTPL.,

Financial assets at amortised cost {debt instruments)
The University measures financial assets at amortised cost if both of the following conditions are met:

+  The financial asset is held within a business model with the objective to hold financial assets in order to
collect contractual cash flows: and

+  The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding

Financial assets at amortised cost are subsequently measured using the Effective Interest Rate {EIR}) method
and are subject to impairment. Gains and losses are recognised in statement of income and expenditure when
the asset is derecognised, modified or impaired,

an
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Financial assets designated at FYTOCI (debt instruments)

For debt instruments at FVTOCI, interest income and impairment losses or reversals are recognised in the
statement of income and expenditure and computed in the same manner as for financial assets measured at
amortised cost. The remaining fair value changes are recognised in other comprehensive income. Upon
derecognition, the cumulative fair value change recognised in other comprehensive income is recycled to
income and expenditure.

The University has no instrument designated at FVTOCI,

Financial assets designated at FVTOCI (equity instruments)

Upon initial recognition, the Universily can elect to classify irrevocably its equity investments as equity
instruments designated at FVTOCI when they meet the definition of equity under IAS 32 Financial Instruments:
Presentation and are not held for trading. The classification is determined on an instrument-by-instrument
basis.

Gains and losses on these financial assels are never recycled to income and expenditure. Dividends are
recognised as other income in income and expendilure when the right of payment has been established,
except when the University benefits from such proceeds as a recovery of part of the cost of the financial asset,
in which case, such gains are recorded in other comprehensive income. Equity instruments designated at
FVTQOCI are not subject to impairment assessment.

The University has no instrument designated at FVTOCI,

Financial assets at FVTPL

Financial assets at FVTPL include financial assels held for trading, financial assets designated upon initial
recognition at FVTPL, or financial assels mandatorily required to be measured at fair value. Financial assets
are classified as heid for trading if they are acquired for the purpose of selling or repurchasing in the near term.
Financial assets with cash flows that are not solely payments of principal and interest are classified and
measured al FVTPL, irrespeclive of the business model. Notwithstanding the criteria for debt instruments to be
classified at amortised cost or at FVTOCI, as described above, debt instruments may be designated at FVTPL
on initial recognition if doing so eliminales, or significantly reduces, an accounting mismatch.

Financial assets at FVTPL are carried in the statement of financial position at fair value with net changes in fair
value recognised in the statement of income and expenditure.

The University has not designated any financial asset at FVTPL.
c) Derecognition

A financial asset (or, where applicable, a part of a financial assel or part of a group of similar financial
assets) is primarily derecognised (i.e. removed from the Universily's statement of financial position) when:

- The rights to receive cash flows from the asset have expired, or

- The University has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a ‘pass-
through' arrangement; and either (a) the University has transferred substantially all the risks and
rewards of the asset, or (b) the University has neither transferred nor retained subslantially all the
risks and rewards of the assel, but has transferred control of the asset

When the University has transferred its rights to receive cash flows from an asset or has entered into a
pass-through arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of
ownership.

When it has neither transferred nor retained subslantially all of the risks and rewards of the asset, nor
transferred control of the asset, the University continues to recognise the transferred asset to the extent of
its continuing involvement. In that case, the University also recognises an associated liability. The
transferred asset and the associaled liability are measured on a basis that reflects the rights and
obligations that the University has retained

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at lower
of the original carrying amount of the asset and the maximum amount of consideration that the University
could be required to repay.

[
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5.14.2 Financial liabilities

5.14.3

5,15

a)} Initial recognition and measurement

Financial liabilites are classified, al initial recognition, as financial liabiliies at FVTPL, loans and
borrowings, trade payables, or as derivatives designated as hedging instruments in an effective hedge, as
appropriate.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and
payables, net of directly attributable transaction costs.

b) Subsequent measurement

Financial liabilities at FVTPL

Financial liabilities at FVTPL include financial habilities held for trading and financial liabilities designated
upon initial recognition as al FVTPL. Gains or losses on liabiiilies held for trading are recognised in
statement of income and expendilure. Financial liabilities designated upon initial recognition at FVTPL are
designated at the initial date of recognition, only if the criteria in IFRS 9 are satisfied.

The Universily has not designated any financial liability at FVTPL.

Financial liabilities at amortised cost

After initial recognition, borrowings and payables are subsequently measured at amortised cost using the
EIR method. Gains and losses are recognised in stalement of income and expenditure when the liabilities
are derecognised as well as through the EIR amortization process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or
costs that are an integral part of the EIR. The EIR amorisation is included as finance costs in statement of
income and expenditure and other comprehensive income.

Borrowings, il any, are classified as current liabilities unless the University has an unconditional right to
defer the settlement of the liability for at least twelve months afler the reporling date. Exchange gains and
losses arising in respect of borrowings in foreign currency are added to the carrying amount of the
borrowing.

¢) Derecognition

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or
expires. When 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 ireated as the derecognilion of the original liability and the recognition of a new liability. The
difference in the respective carrying amounts is recognised in statement of income and expenditure.

Offsetting of financial instruments

Financial assets and financial liabilities are set off and the net amount is reported in the financial statements
only when the University has a legally enforceable right to set off and the Universily intends to either settle on a
net basis, or to realise the assets and to setlle the liabilities simultaneously. Income and expense items of such
assels and liabilities are also offset and the net amount is reported in the financial statements.

Impairment

Impalrment of financial assets

IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with an ‘expected credit loss' (ECL} model. The new
impairment model applies to financial assets measured al amorlised cost, contract assets and debt
investments at FVTOCI, but not to investments in equily instruments.

ECLs are based on the difference between the contractual cash flows due in accordance with the coniract and
all the cash flows that the University expects to receive. The shortfall is then discounted at an approximation to
the asset's original EIR. The expected cash flows will include cash flows from the sale of collateral heid or
other credit enhancements that are integral to the contractual terms. However, in certain cases, the University
may aiso consider a financial asset to be in defaull when internal or external information indicates that the

University is unlikely lo receive the outstanding contractual amounts in full befaore taking into account any credit
enhancements held by the Universilx.
L



&

5.16

5.17

5.18

5.19

13 HABIB UNIVERSITY

Al each reporting date, the University assesses whether financial assels are credit-impaired. A financial asset
is ‘credit-impaired’ when one or more events that have a detrimental impact on the estimated future cash flows
of the financial assel have occurred. Loss allowances for financial assets measured at amortised cost are
deducted from the gross carrying amount of the respective asset

The University uses the standard's simplified approach and calculates ECL based on life time ECL on its
financial assets. The University has eslablished a provision matrix that is based on the University's historical
credit loss experience, adjusted for forward-looking factors specific {o the financial assets and the economic
environment.

Impairment of non-financial assets

The carrying amounts of non-financial assets are assessed at each reporting date to ascertain whether there is
any indication of impairment. If such an indication exists, the asset's recoverable amount is estimated to
determine the extent of impairment loss, if any. An impairment loss is recognised, as an expense in statement
of income and expenditure. The recoverable amount is the higher of an asset's fair value less cost to disposal
and value in use. Value in use is ascertained through discounting of the estimated future cash flows using a
discount rate that reflecls current market assessments of the time value of money and the risk specific to the
assets for which the estimate of future cash flow have not been adjusted. For the purpose of assessing
impairment, assets are grouped at the lowest levels for which there are separately identifiable cash flows {cash-
generating units).

An impairment loss is reversed if there is a change in the estimates used to determine the recoverable amount.
An impairment loss is reversed only to the extent that the assel's carrying amount does not exceed the carrying
amount that would have been determined, net of depreciation or amoriisation, if no impairment loss had been
recognised previously. Reversal of an impairment loss is recognised immediately in statement of income and
expendilure,

Revenue recognition

The University designs, prepares and provides education courses to different levels of students. The services
provided by the University to students includes tuition/feducation, hostel, lab/studio and transportation facilities.
The University has assessed lhat significant performance obligations in a contract with students are closely
related and therefore are discharged over the period of a semester. However, any variation or reduction in fee
which are expected at the time of admission is adjusted at the time of recognizing revenue,

- Tuition fee is recognised as income when the services are performed.

- Admission fee and semester registration fee are recognised as income over a period of time.
- Application fee income is recognised on receipt basis

- Donalions are recognised as income as and when received

Fee Discount

Early payment discount is allowed to students paying entire tuition fees at the start of the semester. The
discount is recognised when the payment is made.

Contract liability

A conlract liability is the obligation to render services to a student for which the University has received
consideration (or an amount of consideration is due) from the customer. If a student pays consideration before
the University renders services to the student, a contract liability is recognised when the payment is made or
the payment is due (whichever is earlier). Contract kabilities are recognised as revenue when the University
performs under the contract.

Functional and presentation currency

Foreign currency transactions are translated into Pakistani Rupees (functional currency) using lhe exchange
rates prevailing at the dales of the transactions. Monetary assels and liabilities in foreign currencies are
translated into Pakistani Rupees using the exchange rate at the stalement of financial position date. Foreign
exchange gains and losses resulting from the settiement of such transactions and from the translations at the

year-end exchange rates of monelary assets and liabilities denominated in foreign currencies are taken to the
statement of income and expendilur‘%

-
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6.1.2

6.1.3

PROPERTY AND EQUIPMENT
Operating fixed assets

Capita! work-in-progress

Operating fixed assets

Motor vehicles

Computer and multimedla

Lab equipment

Furniture and fixture

Office equipment

Library books

Right-of-use asset - guest house

2022

Mator vehicles
Computer and mullimedia

Lab equipment
Furnilure and fixture
Office equipment
Library books
Right-of-use asset - store
{note 6.1.2)
Right-of-use asset - guest house

2021

Includes transfer from capilal work-in-progress amounting lo Rs.18.18 million {2021: Rs. 5 65 million).
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2022 2021
Noto weeeeee (Rupees in '000Q) «eeamt
61 106,708 57,108
6.2 J08,062 31,286
414,770 88,395
Cost Accumulated depreciation —--.- Book value
As at Addlitlons As at As at Charge As at As at
D i
July01  (note 6.1 June3D  JulyO1 fortheyear Junod0  Junedo e f/:'°"
2021 {disposals) 2022 2021 {dIsposals) 2022 2022
{Rupees in ‘000)
13.954 10337 24,294 8,769 2,147 10,936 13,355 20
102,565 65492  166.326 62,910 29,929 91,270 75,056 k]
(1.731) {1.569)
4,549 580 5,129 1.043 920 1,963 3,166 20
829 2.844 3673 462 J44 806 2,867 20
7133 3,929 11.062 2,903 1.739 4,642 6,420 20
7.358 4.208 11.567 3777 1,946 5,723 5,044 20
2,042 - 1,438 604 a5
{2,042) {2.042)
138,431 87,390 222,048 81,322 37,629 115,340 108,708
(3,773) {3611)
Cost Accumulated Depreciation ----- Book value
As at Additions As at As at Charge As at As at Depreciation
July 01 {note 6.1.1) June 30 July 01 forthe year/ June 30 June 30 F:'ale o,
2020 (disposals) 2021 2020 {dIsposals) 2021 2021
{Rupeoes In ‘000)
14,815 - 13,954 8,399 936 8,789 5,165 20
(861) (546}
69,467 34412 102,565 41,919 22,082 62,910 39,655 3
{1.314) {1.081})
1,854 2.595 1,549 76 667 1.043 3,506 20
757 72 829 306 156 462 367 20
5,946 1.187 7133 1.680 1.223 2,903 4,230 20
6,973 386 7,359 2,326 1.451 3,777 3,562 20
2,992 - 598 421 - 20
(2.992) (1.19)
2,042 - 2,042 72 n7 1,438 604 35
104,946 38,652 138,431 56,325 27,653 81,322 57,109
{5167} (2,656)

The University land and varlous othar operalting assets are owned by Mabib University Foundalion, a related parly, and no rentals or other
compensation is charged to the University for such assets

Operating fixed assets include ilems having an a

still in use of the University.

)

!

ggregate cost of Rs. 58.17 million (2021:Rs. 41,59 million) which are fully depreciated and are
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2022 2021
Note -——--(Rupees in ‘000)-—ww-
6.1.4 Depreciation charge for the year has been allocated as follows:
Academic and programmatic expenditure 18 30,103 22,122
Administrative expenditure 19 7,526 5,531
37,629 27,653
6.2 Capital work-in-progress - movement
Opening balance 31,286 3,019
Additions during the year 294,953 33,919
Transfer to operating fixed assets {18,177) (5.652)
Closing balance 6.2.1 308,062 31,286
6.2.1 Capital work-in-progress - break up
Land and building 274,902 21,000
Motor vehicles 9,502 9,084
Computer and multimedia 23,658 -
Library books - 106
Office equipment - 196
308,062 31,286
7 INTANGIBLE ASSETS
Cost ==-=---Agcumulated amortisation—---- Book Value
As at As at As at As at As at
July 01 Additions June30  July01  Charge  June 30 June 30 Amortisatlon rate %
2021 2022 2021 for the year 2022 2022
{Rupees In *000)
Softwares 13,455 1,761 15,216 9.366 2,184 11,550 3,666 33
Project development
cost - academic 19,973 - 19,973 19.973 19,973 20
planning & modeling
33,428 1,761 35,189 29,339 2,184 31,523 1,668
Cost —-—---Accumulated amortisation-—--- Book Value
As at As at As at As at As at
July 01 Additions June30  July0%  Charge  Junc 30 June 30 Amortisation rate %
2020 2021 2020 fortheyear 2021 2021
{Rupees in ‘000)
Softwares 10,955 2,500 13,455 7,327 2,039 9,366 4,089 33
Project development
tost — academic 19,973 19.973 19,973 19,973 20
planning & modeling
30,928 2,500 33,428 27,300 2,039 29,339 4,089
7.1 Intangible assets include items having an aggregate cost of Rs. 29.57 million (2021: Rs. 26.37 million) which are
fully amortised and are slill in use of the University.
2022 2021
7.2 Amortisation charge for the year has been allocated as follows: Note --------{Rupees in ‘000) --------
Academic and programmatic expenditure 18 1,747 1,631
Administrative expenditure 19 437 408
2,184 2,038
£

=1
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2022 2021
STUDENTS FEES RECEIVABLE Note ----—~--(Rupees in ‘000) -———
Students fees receivable 8.1 66,155 19,853
Allowance for expected credit losses 8.3 {9,796) (9,151}
56,359 10,702

Includes receivable amounting to Rs. 1.98 million (2021: Rs. 2.17 million) in respect of Student Finance Scheme.

Includes receivable amounting to Rs. 47.57 million (2021: Rs, 0.38 million) as not yet due,

2022 2021
Movement - Allowance for expected credit losses Note ~  --em- —{Rupees in ‘000) --------
Opening balance 9,151 10,111
Add: charge during the year 645 -
Less: reversal during the year - (873)
Less: bad debts written off - (87)
Closing balance 9,796 9,151
ADVANCES, DEPOSITS, PREPAYMENTS
AND OTHER RECEIVABLES
Advances
Employees 2,126 2,723
Expenses 1,612 -
Suppliers 582 261
4,420 2,984
Deposits - o
Prepayments
Insurance 9.1 494 564
Rent 3,323 145
License and subscription 92 13,407 12,730
17,224 13,438
Other receivables 511 241
22,155 16,664

Includes Rs. 0.02 million (2021: Rs. 0.14 miilion) paid to Habib Insurance Company Limited, a relaled party.

Represents prepayment made for various IT application software, online library subscription and firewall, which are
adjusled on monthly basis against the amount of subscription paid.

2022 2021
Short Term Investments - Foreign currency Note ==------(Rupees in '000) -—-------
Term deposit 101 37,601 .
Accrued profit 3 >
37,604 -

This carries profit at rates of 4% (2021: Nil) per annum and wil mature latest by July 2022. These certificates were
issued by Habib Metropolitan Bank Limited, a related party.

2022 2021
CASH AND BANK BALANCES Note --------{Rupees in ‘000) -------
Cash in hand
- local currency - g
- foreign currency 2,932 1,051
2,932 1,060
Bank balances in:
Local currency
- current accounts 2,394 15,778
- saving accounts 1.4 122,485 158,090
124,879 173,868
Foreign currency
- current accounts 10,434 13,123
11.2 138,245 188,051

This carries profit at rates of 12.25% (2021: 5.50%) per annum.

Includes an amount of Rs. 135.20 million (2021:Rs.177.85 million} deposited with Habib Metropolitan Bank Limited,
a related party.

2y
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2022 2021
Note -=--=-=-(Rupees in '000) --------
CONTRACT LIABILITIES
Tuition fees 74,357 5.244
Admission fees 32,477 30,423
106,834 35,667
Current portion of contract liabilities (90,456) (19,323)
16,378 16,344
TRADE AND OTHER PAYABLES
Payable to suppliers and contractors 24.318 3,804
Employees salary and fringe benefit payable 17,127 24,992
Payable to students 1,633 2,343
Accrued expenses 32,356 29,940
Provision for leave encashment 131 35,357 30,297
Sales tax payable 3,212 392
Withhalding tax payable 1,558 445
115,561 92,213
Movement - Provision for leave encashment
Opening balance 30,297 30,314
Charge for the year 7,348 4,008
Payments made during the year {2,288) (4,025)
Closing balance 35,357 30,297
CONTINGENCIES AND COMMITMENTS
Contingencies
There are no contingencies of the University as of reporting date.
Commitments
There are no commitments of the University as of reporting date
2022 2021
TUTION FEES --=---=-(Rupees in ‘000) --=-----
Represented by:
Self-funded 471,209 418,691
Fees discount:
- Covid-19 relief (3,857) (7.606)
- Other {218) {105)
{4,075) (7,711)
467,134 410,960
Funded by Habib University Foundaltion through
- Scholarship 353,768 316,807
- Zakat 229,882 207,598
- Grant 35,043 32,491
618,693 556,896
Funded by Sindh Endowment Fund - 3,600
Funded by Habib Metropolitan Bank Limited. a related party,
through Student Finance Scheme 2 675
1,085,827 972,151

DONATIONS - HABIB UNIVERSITY FOUNDATION

Includes grant amounting to Rs. 0.19 million (2021: Rs. 4.71 million) for technological support to students from
Habib University Foundalion, a related pad’y
2
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OTHER INCOME

Gain on sale of operaling fixed assels
Gain on termination of lease

Late payment charges

Profit on saving accounts

Swimming pool and gym fees
Exchange gain

Library fees and penalties

Playground income

Donation from Alumni

Rental income

Reversal of allowance for expected credit losses
Others

ACADEMIC AND PROGRAMMATIC EXPENDITURE

Salaries and benefils

Training and professional development
Faculty research grant

Faculty and staff recruitment

Lab, studio and academic supplies
Library and other academic aclivities
Student transport and hostel

Health, sports, wellness and counselling
Conferences, seminars and workshops
Student recruitment, admission and marketing
Resource development

Technology - license and hardware
Vehicle, supplies and others

Utilities

Building and equipment maintenance
Insurance

Safety and security

Depreciation

Amortisation

Travelling

Postage and printing

Others

ADMINISTRATIVE EXPENDITURE

Salaries and benefits

Utilities

Building and equipment maintenance
Safety and security

Vehicle, supplies and others

Auditors' remuneration

Training and professional development
Insurance

Depreciation

Amortisation

Auditors’ remuneration

Audit fee
Fee for review of half yearly financiat statements
Out of pockel expenses

HABIB UNIVERSITY

2022 2021
Note ======-{Rupees in ‘000) ---=nu-
184 146
- 234
2,541 1,382
12,879 8,538
1,422 380
28,084 -
45 23
1,263 2,438
1,470 -
- 130
- B73
865 539
48,753 14,683
742,038 656,489
2,508 1,024
2,778 1,115
8,383 1,527
4,460 5,009
24,136 11,166
685 1,329
18,001 15,002
34,667 7,915
16,652 14,708
18,921 2,661
57,473 52,257
29,234 21,850
54,610 41,352
56,398 55,889
7,460 6,971
14,293 13,344
6.1.4 30,103 22,122
7.2 1,747 1,631
15,945 886
- 42
1,384 639
1,142,076 934,928
117,306 92,436
13,653 10,338
14,099 13,972
3,573 3,336
7,308 5,462
19.1 502 494
200 168
1,865 1,743
6.1.4 7,526 5,531
7.2 437 408
166,470 133,888
300 300
120 120
82 74
502 494

|
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FINANCIAL INSTRUMENTS BY CATEGORY

Interest ! Mark-up bearing Non-Interest / Mark-up bearing
M tNo'l / Maturity  Maturity Mal,: ‘:“ | Maturity  Maturity
a :I:' ¥ upto one afterone Subtotal on ¥ upto one afterone Subtotal Total
demand year year demand year year
{Rupees in '000)
2022
Financial assets
Amortised cost
Siudents fees raceivable - - - - - 56,359 - 58,359 56,359
Long-term deposits - - - - - - 5,289 5,289 5,289
Other receivables - . - - - 511 - 511 511
Accrued prolit = - - - 712 - 712 712
Bank balances 122,485 - - 122,485 12,828 - - 12,828 135,313
122,485 - - 122,485 12,828 57,582 5,289 75,699 198,184
Financial liabitities
Amortised cost
Security deposits from
students - - - - - 17,038 16,850 33,888 33,888
Lease liabliities 5 = 5 - - 5 5 5 .
Trade and olher payables - - - - - 110,792 - 110,792 110,792
- - - - - 127,830 16,850 144,680 144,680
Interest / Mark-up bearing Non-Interest / Mark-up bearing
No No -
Maturity  Maturity Maturity  Maturity
Mat::.llyl upto one after one Subtotal Mat:':ityl uplo one after one Subtotal Total
demand year year demand year year
(Rupees in '000)
2021

Financial assets

Amortised cost

Students fees receivable - - - - - 10,702 10,702 10,702

Long-ferm deposits - - - - - - 2,036 2036 2,038
Other receivables - - - - - 241 - 241 241
Accrued profit - - - - - 872 - 872 B72
Bank balances 158,090 - - 158,000 28,801 - - 28,901 186,991
158,090 - - 158,090 15,778 11,815 2,036 29,629 187,719

Financial liabilities
Amortised cost
Securily deposils from

siudents . 5 . - - 14,650 15,775 30,425 30,425
Lease liabilities - - - - - . - - -
Trade and other payables - - - - - 91,376 91,376 91,376

- - - - - 106,026 18775 121,801 121,801

FINANCIAL RISK MANAGEMENT OBJEGTIVES AND POLICIES

The Universily’s activiies expose il to a variely of financial risks mainly are markel risks, credil risk and liquidity risk. The Board of
Governors review and agree policies for managing each of these risks which are summarised below:

Operational Risk

COVID-19 pandemic has crealed an unprecedenied challenge for Universily in terms of Business Conlinuity Plans. The University is

closely monitoring the situation and has invoked required aclions {o ensure the safety and security of University's staff and uninterrupted
service to stakeholders.

Business Continuily Plans for respeclive areas are in place and tested. Wark-{rom-Home capabililies have been enabled for staff where

required, while ensuring adequate controls 1o ensure hat Univers ty's information assels are adequately protected from emerging cyber
threats.
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21.2  Credit risk

Credit risk is the risk that a counterparty will not meet ils obligation under a financial instruments or customer
contract leading to a financiat loss.

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
affecled by changes in economic, political or other conditions.

The University is exposed to credit risk mainly on deposits, student fee receivables, other receivables, accrued
profit and bank balances. The Universily seeks to minimise the credit risk exposure through having exposure
only to banks considered credil worthy and student fee facilities arranged with banks.

The carrying values of financial assets are as under:

Past due but not Neither past due nor

impaired impaired
2022 2021 2022 2021
Note — cceeeeeee {Rupees in ‘000} <—-—vr  cmeeree- {Rupees in *000) ~------
Student fees raceivable 8 8,788 10,318 47,571 384
Long-term deposits - - 5,289 2,036
Other receivables 9 - - 511 241
Accrued profit - - 712 872
Bank batances 1 - - 135,313 186,981
8,788 10,318 189,396 177,401
Ageing analysis of student fees receivable is as follows:
2022 2021
Note ------—-(Rupees in '000) ----—--
- Not due 47,571 384
- 01 {o 30 days 373 69
- 31 to 60 days 523 654
- 61 to 90 days 686 816
- 91 to 120 days 2,922 3,514
- 121 to 150 days 855 785
- 151 to 180 days 1,542 3,095
- 181 to 210 days 179 -
- 211 1o 240 days 399 -
- Past due over 240 days 2121 11,105 10,536
Student fees receivable 66,155 19,853
Allowance for expecled credit losses 8.3 {9,796) (9,151)
56,359 10,702
21.21 This includes Rs. 1.975 miltion (2021: Rs. 2.17 million) in respect of Student Finance Scheme.
Rating agency Rating
Bank balances
Habib Metropolitan Bank Limited JCR-VIS A-1+
Meezan Bank JCR-VIS A1+

21.3  Market risk

Market risk is the risk that the fair value or future cash flows of financial instruments will fluciuate due to
changes in market prices. Market risk comprises lhree types of risk, interest rate risk, currency risk and another
price risk {equity price risk),

1o
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Currency risk

Currency risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because
of changes in foreign exchange rates. Foreign currency risk arises mainly where payables exist due to imports
of goods and transactions with foreign related parties as well as receivables and payable exist due to
transaction in foreign currency. The University primarily has foreign currency exposures in US Dollar (USD).

As al June 30, 2022, had the exchange rates of USD appreciated or depreciated against the currency with all
other variables held constant, the change in {Deficit) / Surplus would have been as follows:

Currency (Deficit/Surplus) 2022 2021
% Rs. '000 % Rs. '000

UsD lower / higher 10% 5,097 10% 1,417
Interest rate risk

Interest rate risk is the risk that the value of future cashflows of financial instrument will fluctuate due to the
changes in market interest rates. The Universily is exposed to interest rate risk in respeclt of bank deposits.
Management of the University estimates that 1% increase in the market interest rate, with all other factor
remaining constant, would decrease the deficit / increase the surplus by Rs. 1.601 million (2021: Rs. 1.581
million) and a 1% decrease would result in the increase / decrease in the University's deficit / surplus by the
same amount. However, in practice, the actual result may differ from the sensitivity analysis

Liquidity risk

Liquidity risk is the risk that the University will encounter difficulties in raising funds to meet commitments
associated with financial instruments. The management of the Universily believes that it is not exposed to any
significant level of liquidity risk.

The management forecasts the liquidily of the University on the basis of expected cash flow considering the
level of liquid assets necessary to mitigate the liquidity risk

The maturity profile of the Universily's liabilities based on contractual maturities is disclosed in note 20 to
these financial statements.

Equity price risk

Price risk represents the risk that the fair value or future cash flows of financial instruments will fluctuate
because of changes in market prices (other than those arising from currency risk or interest rate risk), whether
those changes are caused by factors specific to the individual financial instruments or its issuer or factors
affecting all similar financial instruments traded in the market. The University is not exposed to equity price
risk as currently the University’s has no investments in listed securities.

Capital risk management

The University's objectives when managing capital is to maintain an oplimal capital structure to reduce the
cost of capital. The University is currently financing majority of its operations through donations and working
capilal. The capital structure of the University is donation based with no financing through long term
borrowings,

=
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RELATED PARTIES TRANSACTIONS

Related parties comprises of the direclors, enlities having direclors in common with the University and other key
management personnel. Details of transactions with related parties during the year, are as follows:

2022 2021
Nature of relationship Nature of transaction --m-mmme- (RUpees in ‘000) ——--

Common directorship  Contribution received from Habib University Foundation 618,693 556,896

Donation received 388,043 146,093
Tuition fees received under student loan scheme 6,238 6,238
Profit received on saving accounts 13,039 7,888
Insurance premium paid 8,793 9,963
Short term investment made during the year 37,601 -
Expenses paid by the University on

behalf of a related party 2,245 669
Expenses paid by a related party on

behalf of the University 15 171

Following are the related parties of the University with whom the University had entered into transactions or have
arrangement / agreement in place.

Name of related parties Basis of relationship Nature of transaction

Habib Universily Foundation Common directorship  Donation received and use of assets

Habib University Foundation U.S.Inc. Common directorship  Donation received

Habib Metropolitan Bank Limited Common directorship  Tuition fees under student loan scheme,
banking and related services

Habib Insurance Company Limited Common directorship  Insurance premium paid

Habib University Stiftung Switzerland Common directorship Donation received

REMUNERATION OF PRESIDENT AND GOVERNORS

The aggregate amounts charged in the financial statements in respect of remuneration, including all benefits, to
the President of the University were as follows:

2022 2021
-----—-—-- {Rupees in ‘000) -----

Remuneration 64,192 56,895
Retirerment benefits 1,665 1,195
Utilities 1,408 925
Others 3,665 2,505

70,730 61,520

No fee was charged by any governor of the University.
There are 09 governors (2021: 10) of the University.
NUMBER OF EMPLOYEES

Number of persons employed as at year end were 262 (2021: 246) and the average number of persons
employed during the year were 255 (2021: 230).
"2,
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GENERAL
Figures have been rounded off to the nearesl thousand rupees, unless otherwise stated,
DATE OF AUTHORISATION FOR ISSUE

These financial statements have been authorised for issue on by the Board oj
Governors of the University. R

—w&.&&

CHANCELLOR PRESIDENT




