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INDEPENDENT AUDITOR'S REPORT

To the members of Energy Conservation Fund

Report on the Audit of the atements
Opinion
We have audited the annexed financial statements. of Energy Conservation Fund (The

¢ the statement of financial position as at 30 June 2019, the statement o
atement of comprehensive income, statement of changes in funds and
notes 10 the financial statements ineluding a summary of significant accounting policies and other
explanatory information, and we state that we have obtained all the information and explanations
which. 10 the best of our knowledge and belief, were necessary for the purposes of the audit.

Company), which compri
income and expenditure.

In our opinion and to the best of our information and according to the explanations given to us the
statement of financial position, the statement of income and expenditure, statement of
comprehensive income, statement of changes in funds and notes to the financial statements 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 30 June 2019 and of the surplus, other comprehensive income. changes in fund and casi
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. We are independent of the Company in accordance with the International
Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants as adopted by
the Institute of Chartered Accountants of Pakistan (the Code) and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the audit evidence we have obtained is

sufficient and appropriate to provide a basis for our opinion.

| Statements

Responsibilities of Management and Board of Directors for the Financi

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
determi sary 1o enable the preparation of financial statements that are free from material

misstatement, whether due to fraud o error.
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[image: image3.png]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 cither intends to liquidate the
Company oF 10 cease oper

ations, or has no realistic alternative but to do so.

re responsible for overseeing the Company's financial reporting process.

Board of director

Auditor’s Responsibilities for the Audit of the Financial Statements

are to obtain reasonable assurance about whether the financial statements as a wholc
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 1SAs 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.

nal

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise profes
Jjudgment 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.

* 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.

* Conclude on the appropriateness of management’s use of the going concern Imsis_ of
dccounting and, based on the audit evidence obtained, whether a material uncertainty
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 Ifnuncm]
slatements or, if such disclosures are inadequate, to modify our opinion. Our C(mclllsl()l}.\‘ 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 continuc as a going concern.
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o Evaluate the overall presentation, structure and content of the

the disclosures, and whether the financial statements represe
and events in a manner that achieves fajr presentation,

financial slatements, including
nt the underlying transactions

Wecommunicate with the board of directors regarding, among other malters, 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:

4 Proper books of account have been kept by the Company as required by the Companies Act,
2617 (X1X 0f2017);

b the statement of financial position, income and expenditure account, statement of cash flows,
slatement of changes in funds and other comprehensive income with the notes thereon have been

drawn up conformity with the Companies Act, 2017 (XIX of 2017) and are in agreement with the
books of account and returns;

©) Ivestments made, expenditure incurred and guarantees extended during the year were for the
Purpose of (he Company’s business; and

No Zakgy was deductible at source under the Zakat and Ushr Ordinance 1980 (XVIII of 1980)

¢ % itor® i n Ul Haq.
Teengagement partner on the audit resulting in this independent auditor’s report is Imra
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ENERGY CONSERVATION FUND
STATEMENT OF FINANCIAL POSITION
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AS AT 30 JUNE 2019
2019 2018
Rupees Rupees
ASSETS
NON-CURRENT ASSETS
213,757,420 213,757,420  Operating fixed assets
E 129,478,909  Long term deposit
338,704,539 343,236,329
6,694,836 6,738,910
CURRENT ASSETS
19,931,244 21,067,269 | Stores and spares
1,107.420 4,427.911 | Short term advances and
21,038,654 25,495,180  prepayments
Short term investments
Other receivables
Advance income tax
Cash and bank balances
366,436,039 _ 375,470,419 TOTAL ASSETS

Note

7

©

10

1

2018 2018
Rupees Rupees.
123,563 602,803
85.480 55480
180,043 858283
30,000 30.000
188,105 108,030

313,213,868

312515911

L 7.850.995
31,071,787 28.018,778
21.734.235 25.376.422

366,247,986 374,801,138
366.438.038 = 375.470.418





[image: image6.png]ENERGY CONSERVATION FUND
STATEMENT OF INCOME AND EXPENDITURE
FOR THE YEAR ENDED 30 JUNE 2019

2019 2018

Note Rupees Rupees

INCOME 12 20,862,265 18,326,161
EXPENDITURE

Energy conservation Programs expenses 13 87,400 610,000
Administrative and operating expenses 14 17,862,129 20,797,546
17,949,529 21,407,546
SURPLUSI(DEFICIT) BEFORE TAXATION 2,912,736 (3,081,385)

TAXATION . 22 - -
SURFLUSI(DEFICIT) AFTER TAXATION 2,912,736 3,081,385
—=274796 __(3,081,385)

The annexed notes form an integral part of these financial slalementsl .
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2019 2018
Rupees Rupees
Surplus/(Deficit) for the year 2,912,736 (3,081,385)
Other comprehensive income for the year - )
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 2,912,736 (3,081,385)

The annexed not&€s forin an integral part of these financial statements.

J
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STATEMENT OF CHANGES IN FUND
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General fund Accumulated n
surplus

-------------------- L

Balance as at 30 June 2017 213,757,420 132,560,294 346,317,714

Padot B .
eACt Or e year

- « (3,081,385) (3,081,385)
Omer comprehensive income ) A a
Balance as at 30 June 2018 213,757,420 129,478,909 343,236,329

Effect of adoption of new accounting standard (Note 10)

(7.850,995) (7,850,995)

Surplus for the year - 2,912,736 2,912,736
Other comprehensive income - - -
Adustment in Employee’'s Gratuty Fund ” 406,469 406.469
Balance as at 30 June 2019 213,757,420 W 338,704,539 704,539





[image: image9.jpg]1.2

ENERGY CONSERVATION FUND
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

STATUS AND ACTIVITIES

Energy Conservation Fund (ECF) "(The company)", was registered in Pakistan on 11 January, 2002
as a company with liability limited by guarantee, licensed under section 42 of the Companies Act
2017. The registered office of the Company is situated at Neeca (Enercon) Building, G-5/2,
Islamabad.

The objective of Company is to sponsor, promote and provide assistance, including financial,
institutional, advisory and training to any and all persons including private and public sector
organizations, businesses, companies, institutions, partnerships, firms, sole proprietorships, non-
government organizations, voluntary agencies, societies, community groups or any other setup and
to procure, arrange, secure, receive and accept, loans, aid, grants and endowments and such
sums/moneys as may arise to it from any lawful source to provide and render financial assistance,
relevant information, advise consultation, technical help and other services which undertakes
activities with the objective of attaining energy conservation, Energy efficiency, capacity building
through new technologies, idea generation, dissemination and application of appropriate
technologies.

As per NEECA Act, 2016, National Energy efficiency & conservation authority (NEECA) has been
transformed from National Energy Conservation Center (ENERCON), Government of Pakistan under
the administrative control of Ministry of Energy (Power division). For the purpose of meeting its
administrative expenses in connection with function and operations of the Authority, Ministry of
Energy (Power Division) sent a summary to Prime Minister Office through Ministry of Finance for
initial seed money of Rs.1,000 Million as per the NEECA Act, 2016. Finance Division has examined
the proposal and is of the view that Rs. 311 Million is available in the Energy Conservation Fund of
the dissolved National Energy Conservation Center (ENERCON) which may be used as seed money
for NEECA to initiate and perform its function under NEECA Act, 2016. similarly, Prime Minister
Office has conveyed that the Prime Minister has seen and pleased to agree with the view of Finance
Division. As of the date of these financial statements, it is uncertain how and in which manner ECF
will be utilized by Federal Government for NEECA.However SECP vide its letter No
CLD/RD/ROC/CG/2004,dated 28 August 2018 guided ECF that ECF is separate legal entity
operating under the regulatory framework as envisaged under section 42 and 43 of the Act and the
regulations framed thereunder.In case Government of Pakistan intends to revoke the license of ECF
after obtaining approval of SECP, then the procedure as contemplated under the section 42, 43 of
the Act shall be required to be followed which requires transfer of assets of ECF to another company
licensed  under the section 42, 43 of the Act having similar  objects.
Accordingly management cannot ascertain whether ECF will survive as an entity. "~ However,
owing to uncertainty about future outcome and impact of Federal Government decisions on ECF,

these financial statements have been prepared on going concern basis. ~? q
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ENERGY CONSERVATION FUND

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019
BASIS OF PREPARATION

214

Statement of compliance

These financial statements have been prepared in accordance with the approved accounting
standards as applicable in Pakistan. Approved accounting standards comprise of such
International Financial Reporting Standards (IFRS) issued by the International Accounting
Standards Board as are notified under the Companies Act 2017, provisions of and directives

_ issued under the Companies Act 2017. In case requirements differ, the provisions or

24.2

21.3

directives of the Companies Act, 2017 shall prevail.

Basis of measurement

Theses financial statements have been prepared under the historical cost convention except
for certain financial instruments and employees retirement benefits which have been dealt
with as stated in respective notes and policies.

Key judgments and estimates

The preparation of financial statements in conformity with approved accounting standards
requires the use of certain critical accounting estimates. It also requires the management to
exercise its judgment in the process of applying the company’s accounting policies. Estimates
and judgments are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the
circumstances. The Areas where various assumptions and estimates are significant to the
Company's financial statements or where judgments were exercised in application of
accounting policies are as follows:

- Useful Lives, patterns of economic benefits and impairments

214

Estimates with respect to residual values, useful lives, and patter of flow of economic benefits
are based on the analysis of the management of the Company. Further, the Company reviews
the value of assets for possible impairment on annual basis. Any changes in estimates in
future might affect the carrying amount of the respective item of operating fixed asset, with a
corresponding effect on the depreciation charge and the impairment.

Taxation

In making the estimates for income tax currently payable by the Company. The management
takes into account the current income tax law and the decisions of the appellate authorities on
certain issues in the past.

Provision for doubtful debts

The Company reviews its receivable against any provision required for any doubtful balances
on an ongoing basis. The provision |s made while taking into consideration expected
recoveries, if any-. :

Standard that is effective in current year and is relevant to the Company

Certain standards, amendments and interpretations to approved acéounting standards are
effective for accounting periods beginning on July 01, 2018, but are considered not to be
relevant or to have any significant effect on the Company’s operations and are, therefore, not
detailed in these financial statements.However, due to implication of IFRS 9, loans and
advances catagory of financial assets is now reclassified into amortised cost catagory.

BN
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2.1.5 Standards and amendments to published standards that are not yet effective and not
considered relevant to the Company

There are other standards and amendments to published standards that are mandatory for
accounting periods beginning on or after 01 July 2018 but are considered not to be relevant or

do not have any significant impact on the Company's financial statements and are therefore

not detailed in these financial statements.

2.2 Taxation

The income of the Company is subject to 100% tax credit in accordance with section 100 (C)
- of the income Tax Ordinance, 2001. Therefore, no provision for current and deferred taxation
has been made in the financial statements.

2.3  Operating Fixed Assets
Cost
Operating fixed assets are stated at cost less accumulated depreciation and accumulated
impairment losses (if any). Cost of operating fixed assets consists of historical cost, other
directly attributable cost of bringing the asset to working condition and cost of dismantling and
removing the items and restoring the site-on which they are located.
Depreciation

Depreciation on operating fixed asset is charged to income applying the straight line method
so as to write off the cost/depreciable amount of the assets over their estimated useful lives at
the rates given in Note 7.

Depreciation on addition is charged from the month of acquisition while no depreciation is
" charged in the month of disposal.

De-recognition
An item of operating fixed is derecognized upon disposal or when no future economic benefits

are-expected from its use or disposal. Any gain or loss arising on de-recognition of the asset

is included in the profit and loss account in the year the asset is derecognized.
2.4 Investments

Classifications of an investment is made on the basis of intended purpose for holding purpose
such investment. Management determines the appropriate classification of its investment at
the time of purchase and re-evaluates such designation on regular basis.

Investments are initially measured at fair valle plus transaction costs directly attributable to
acquisition, except for "investment at fair value through profit or loss" which is initially
measured at fair value.

The company assesses at the end of each reporting period whether there is any objective
- evidence that investments are impaired. If any such evidence exists, the Company applies the
provisions of IFRS 9 ' Financial Instruments: Recognition and Measurement to all

i investments. : ,4\%
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ENERGY CONSERVATION FUND
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

Held to maturity

Investments with fixed or determinable payments and fixed maturity are classified as held-to-
maturity when the Company has the positive intention and ability to hold to maturity.
Investments intended to be held for an undefined period are not included in this classification.
Other long term investments that are intended to be held to maturity are subsequently
measured at amortized cost. This cost is computed as the amount initially recognized minus
principal repayments, plus or minus the cumulative amortization, using the effective interest
method, of any difference between the initially recognized amount and the maturity amount.
For investments carried at amortized cost, gains and losses are recognized in profit and loss
account when the investment are derecognizéd or impaired, as well through the amortization
process

Impairment

- The carrying amount of the company's assets are reviewed at each balance sheet date to

2.6

2.7
271

2.7.2

determine whether there is any indication of impairment. If any such indication exists, the
recoverable amount of such asset is estimated. An impairment loss is recognized wherever
the carrying amount of the assets exceeds its recoverable amount. Impairment losses are
recognized in statements of comprehensive income. A previously recognized impairment loss
is reversed only if there has been a change in the estimates used to determine the asset's
recoverable amount since the last impairment loss was recognized. If that is the case, the
carrying amount of the asset is increased to its recoverable amount. That increased amount
cannot exceed the carrying amount that would have been determined, net of depreciation,
had no impairment loss been recognized for the asset in prior years. Such reversal is
recognized in statement of comprehensive income.

Stores and Spares

These are valued at lower of cost and net realizable value, less provision for slow moving and
obsolete items, if any.

Employee's Benefits

The company operates an unapproved and funded gratuity fund for all eligible employees who
complete qualifying period of service. The amount of gratuity admissibl_e shall be a sum equal
to one month's gross salary for each year of satisfactory service completed. The company

has applied for the its recognition with tax authority.

The company has applied Projected unit credit method except for acturial assumptions in
valuing its retirement fund, however management is of the view that incorporating acturial
assumptions will not have any significant impact on the financial statements.

The company also has policy whereby its employees are eligible to encash accumulate’d
leave balance. : ‘*
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ENERGY CONSERVATION FUND

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019
Provisions

Provisions are recognized when a company has a legal or constructive obligation as a result of past

reviewed at each Statement of financial position and adjusted to reflect current best estimate.
Cash and cash equivalents

These include cash in hand and cash with banks. Cash equivalents are short term, highly liquid
investments that are readily convertible to known amounts of cash and are subject to an insignificant
risk of change in value.

Financial instruments

Initial Recognition

All financial assets and liabilities are initially measured at cost which is the fair value of the

consideration given or received. These are subsequently measured at fair value, amortised cost or
cost as the case may be.

Classification of financial assets:
The Company classifies its financial instruments in the following categories:

- At Fair Value Through Profit or Loss (FVTPL)

- At Fair Value Through Other Comprehensive Income (FVTOCI)
- At Amortized Cost

The Company determines the classification of financial assets at initial recognition. The classification
of instruments (other than equity instruments) is driven by the Company’s business model for
managing the financial assets and their contractual cash flow characteristics.

Financial assets that meet the following conditions are subsequently measured at amortised cost:

- the financial asset is held within a business model whose objective is 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 that meet the following conditions are subsequently measured at FVTOC]:

- the financial asset is held within a business model whose objective is achieved by both collecting

contractual cash flows and selling the financial assets; and

- the contractual terms of the financial asset give rise on specified dates to cash flows that aresolely

payments of principal and interest on the principal amount outstanding.
By default, all other financial assets are subsequently measured at FVTPL.

Classification of financial liabilities
The Company classifies its financial liabilities in the following categories:

- At Fair Value Through Profit or Loss (FVTPL)
- At Amortized Cost

Financial liabilities are measured at amortised cost, unless they are required to be measured at
FVTPL (such as instruments held for trading or derivatives) or the Company has opted to measure _

them at FVTPL. N\%
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Subsequent Measurement
i) Financial assets at FVTOCI

Elected investments in equity instruments at FVTOCI are initially recognized at fair value plus
transaction costs. Subsequently, they are measured at fair value, with gains or losses arising from
changes in fair value recognised in other comprehensive income / (loss).

i) Financial assets and liabilities at amortized cost
Financial assets and liabilities at amortised cost are initially recognised at fair value, and
subsequently carried at amortised cost, and in the case of financial assets, less any impairment.

iii) Financial assets and liabilities at FVTPL

Financial assets and liabilities carried at FVTPL are initially recorded at fair value and transaction
costs are expensed in the statement of profit or loss and other comprehensive income. Realised and
unrealised gains and losses arising from changes in the fair value of the financial assets and
liabilities held at FVTPL are included in the statement of profit or loss and other comprehensive
income in the period in which they arise.

Where management has opted to recognise a financial liability at FVTPL, any changes associated
with the Company’s own credit risk will be recognized in other comprehensive income / (loss).
Currently, there are no financial liabilities designated at FVTPL.

Impairment of financial asset
The Company recognises loss allowance for Expected Credit Loss (ECL) on financial assets
measured at amortised cost and FVTOCI at an amount equal to lifetime ECLs except for the financial
assets in which there is no significant increase in credit risk since initial recognition or financial assets
which are determined to have low credit risk at the reporting date, in which case 12 months’ ECL is
recorded. The following were either determined to have low or there was no increase in credit risk
since initial recognition as at the reporting date:

- Short term deposits and receivables

- Loan to director

- Receiveable against sale of property

- Bank Balances

Loss allowance for receiveable from clients are always measured at an amount equal to life time
ECLs.

Life time ECLs are the ECLs that results from all possible default events over the expected life of a
financial instrument. 12 months ECLs are portion of ECL that result from default events that are
possible within 12 months after the reporting date.

ECLs are a probability weighted estimate of credit losses. Credit losses are measured at the present
value of all cash shortfalls (i.e. the difference between cash flows due to the entity in accordance with
the contract and cash flows that the Company expects to receive).

The gross carrying amount of a financial asset is written off when the Company has no reasonable
expectation of recovering a financial asset in its entirety or a portion thereof.

N
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Derecognition
i) Financial assets

The Company derecognises financial assets only when the contractual rights to cash flows from the
financial assets expire or when it transfers the financial assets and substantially all the associated
risks and rewards of ownership to another entity. On derecognition of a financial asset measured at
amortised cost, the difference between the asset’s carrying value and the sum of the consideration
received and receivable is recognised in profit or loss. In addition, on derecognition of an investment
in a debt instrument classified as at FVTOCI, the cumulative gain or loss previously accumulated in
the investments revaluation reserve is reclassified to profit or loss. In contrast, on derecognition of an
investment in equity instrument which the Company has elected on initial recognition to measure at
FVTOCI, the cumulative gain or loss previously accumulated in the investments revaluation reserve
is not reclassified to profit or loss, but is transferred to statement of changes in equity.

ii) Financial liabilities

The Company derecognises financial liabilities only when its obligations under the financial liabilities
are discharged, cancelled or expired. The difference between the carrying amount of the financial
liability derecognised and the consideration paid and payable, including any noncash assets

transferred or liabilities assumed, is recognised in the statement of profit or loss and other
comprehensive income.

2.11 Accrued and other payables

Liabilities for accrued and other amounts payable are carried at cost which is the fair value of the

consideration to be paid in the future for goods and services received, whether or not billed to the
Company.

2.12 Revenue recognition

Profits on deposits with banks and investment in term deposits receipts is recognized on time
proportion basis taking into account the amounts outstanding and rates applicable thereon.

Revenue from sale of goods is recognized when goods are delivered to customer.
2.13 Deffered grants

Grants are recognised and deferred when they are actually received and are amortised in the period
where in related expenditures are incurred.

2.14 Trade and other receivables

Trade receivables and other receivables are recognized and carried at original invoice amount/cost,
less an allowance for any uncollectible amounts. w\&
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_ ENERGY CONSERVATION FUND
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019
2.15 Off setting

Financial assets and financial liabilities are set off and the net amount is reported in the
financial statements when there is a legal enforceable right to set off and the Company

intends either to settle on a net basis or to realize the assets and to settle the liabilities
simultaneously.

2019 2018
‘ Rupees Rupees
GENERAL FUND 213,757,420 213,757,420
213,757,420 213,757,420

Fuel Efficiency in Road Transport Sector (FERTS) Project was funded by Global Environment Facility
(GEF) with US $ 7 Million grant. The project was implemented by UNDP in conjunction with
ENERCON being the focal agency on behalf of the GOP. The project ended on 30 September 2005.
FERTS established 50 Tune-up Canters, carried out 15 special studies, training of 1100 auto
mechanics and 900 prospective entrepreneurs through 40-workshops in major cities of Pakistan and

under took a phased out media campaign during its currency and also under took information and
outreach activities.

One of the mandates of FERTS was to establish a Revolving Loan Fund (RLF) with the seed money
of US § 3 Million out of the total grant of US $ 7 Million by GEF. Therefore, ECF was registered as a
corporate body with Securities & Exchange Commission of Pakistan (SECP), Islamabad on 11
January 2002. Thereafter the fund amounting to US $ 3 Million was converted into Pak Rupees and
parked with ECF.

2019 2018
EMPLOYEES' GRATUITY FUND Rupees Rupees
Present value of defined benefit obligation
Opening balance 7,174,273 7,288,654
Adjustment (406,469)
Restated Balance 6,767,804

Current service cost
Past service cost

973,681 1,040,849

406,943

(600,585)

Benefits paid to employees (247,787) (1,594,531)
Adjustment - 32,358
125,310 (114,381)

6,893,114 7,174,273

Fair value of plan assets
Opening balance
Benefits paid to employees

Interest earned
Contribution

(435,363)
247,787
(10,702)

(2,001,000)

1,594,531
(28,894)

(198,278) (435,363)
6,694,836 6,738,910
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ENERGY CONSERVATION FUND
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

DEFERRED GRANTS
Particul i
St Note Receivable at July Opening Received :n:;mi;d As at June
st 2018 - Balance during the year uyegr 30,2019
----------------- (Rupees)—— ]
United Nations Environment Programme (UNEP) 5.1 21,067,269 (5,854,165) 15,213,104
Ministry of climate change 5.2 5,238,107 (619,967) 4,718,140
21,067,269 5238107  (6,374,132) 19,931,244

5.1 This amount is received.from United Nations Environment Programme (UNEP) on behalf of NEECA

for the execution of the project 'Delivering the Transition to Energy Efficient Lighting in Residential,

Commercial, Industrial and Outdoor Sectors in Pakistan'.

This amount is received from Ministry of Climate Change, Government of. Pakistan on behalf of
NEECA for the project titled: Prepparation of second national communication under UN Framework
Convention on Climate Change (UNFCCC). 1. The objective of the Project is ‘to enable Pakistan to
prepare and submit its Second National Communication on Climate Change as required under Article
of the UNFCCC and based on the COP Guidelines for National Communications

ACCRUED AND OTHER LIABILITIES

Leave encashment payable
Accrued expenses
Legal and professional charges

Energy audit payable
Energy Labelling

2019
Rupees

923,960
33,960
149,500

1,107,420

~

N

2018
Rupees

1,140,017
2,110,394
397,500
195,000
585,000
4,427,911
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2019 2018
8 SHORT TERM ADVANCES AND Note Rupees Rupees

PREPAYMENTS
Considered good:
Employees - interest free
- Executives 43,938 30,000
- Other employees 87,965 1,297
Short term prepayments . . 66,202 . 717,733

' 198,105 109,030

9 SHORT TERM INVESTMENTS - held to maturity

Term Deposit Receipts 9.1 300,954,990 301,000,000
Accrued Markup 12,258,879 11,515,911
313,213,869 312,515,911
313,213,869 312,515,911

9.1 Term Deposit Receipts

This represents investments made by the Company in the Term Deposit Receipts of various
commercial banks with maturity period from six months to one year 9.60 % to 11.1% (2018:
5.55% to 6%).

2019 2018
10 OTHER RECEIVABLES Note Rupees Rupees
Receivable from ICIBL - 1041 7,129,626 7,129,626
Receivable from SME Leasing : 10.2 721,369 ' 721,369
7,850,995 7,850,995

10.1 Term Deposit Receipts - ICIBL

The Company placed Rupees 50 Million with Invest Capital Investment Bank Limited (ICIBL)
with an arrangement to extend lease -of motor vehicle tune-up equipment to prospective
users wherein ICIBL shall place the amount of funds so obtained from ECF in its Certificate
of Musharaka for a tenure of three months with the condition that full amount shall either be
refunded or disbursed to leases. It was agreed that ICIBL shall remit all the recoveries to the
Company from time to time however, ICIBL could only be able to extend lease worth of
Rupees 30.105 million. Uninvested amount carries markup rate of 13% per annum. ICIBL
paid the principal amount in equal installments of Rupees 900,000 per month. However, the
markup amounting to Rs. 7,129,954 million remained unrecovered.

The matter is under consideration with the Management of AZIB. As per the dispute clause
of the agreement, two member team of the ECF has been visited and negotiate the matter
with AZIB. The Management of ECF decided to probe the matter through a fact finding
inquiry regarding selection of AZIB (ICIBL) bank based on its Bank Rating and Financial
Creditability, resulting non-recovery of markup and to fix responsibility in this case.

N
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This represents investment made by the Company in SME Leasing Limited (SMEL), for a
period of four (04) years on 20 April 2011 to give lease to prospective users of energy
efficient equipment in order to promote the program, with the condition that recovered
amount along with mark-up margin shall be refunded on quarterly basis to the Company.
The mark-up of 10% per annum has been fixed on all leases to prospective users and
comprise of a margin of 5% for SMEL and remaining 5% for the Company.

2019 2018
Note Rupees Rupees

Movement in provision for bad debts

Balance at beginning of the year - -
Add: Effect of application of IFRS 9 7,850,995 -
Balance at beginning of the year (restated) 7,850,995 -
Charged during the year - -
Balance at end of year ' 7,850,995 -
CASH AND BANK BALANCES

Cash in hand _ -
Cash at bank

- Saving accounts 1.1 20,617,123 2,455,711
- Current accounts 1,117,312 22,920,711

21,734,235 25,376,422

The balances in saving accounts carry rate of profit ranging from 5% to 11.5% (2018: 2.5%
to 5.5%).

INCOME

Income from financial assets:

Profit on investments 16,932,806 17,201,674
Return on bank deposits 1,267,847 396,487
Income from non financial assets:

Income from Energy labelling 428,279 728,000
Payables written off 12.1 2,233,333

20,862,265 18,326,161

Reversal of accrued increment and leave encashment of Financial year 2017-18

ENERGY CONSERVATION PROGRAMME EXPENSES

Energy Labelling 40,000 585,000
Demonstration Projects 47,400 25,000

87,400 610,000

<
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2019 2018
Note Rupees Rupees
14 ADMINISTRATIVE AND OPERATING EXPENSES
Salaries and other benefits : 14.1 13,382,495 15,511,712
Directors fee ' 205,000 50,000
Share of operation and maintenance paid to Enercon -
related party 2,011,147 2,281,120
Advertisement and promotions ' - (8,808)
Repair and maintenance 733,889 558,549
Entertainment 130,512 253,984
Traveling expenses = 279,050 546,208
Communication Charges 181,095 222,437
Stationery 177,315 223,133
Insurance 116,751 131,068
Auditor's Remuneration 14.2 149,500 157,500
Fee and taxes 2,355 56,175
— Depreciation 7 479,240 784,128
Miscelleneous 13,780 30,340
17,862,129 20,797,546
141 Salaries and other benefits include gratuity amounting to Rupees 362,395 (2018 : Rupees
1,451,256).

14.2 AUDITOR'S REMUNERATION

Audit fee - Financial statements 95,000 75,000
Audit fee of gratuity Fund 10,000 40,000
Review of code-of corporate governance 35,000 35,000
Out of pocket expenses 9,500 7,500
149,500 157,500
15 NUMBER OF EMPLOYEES 2019 2018
Number of employees as on 30 June 14 14
— Average number of employees during the year 14 14

16 FINANCIAL RISK MANAGEMENT
' The Company has exposure to the following risks from its use of financial instruments:

— Market risk

— Credit risk

— Liquidity risk

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

~
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The Company’s risk management policies are established to identify and analyze the risks
faced by the Company, to set appropriate risk limits and controls, and to monitor risks and
adherence to limits. Risk management policies and systems are reviewed regularly to reflect
changes in market conditions and the Company’s activities. The Company, through its
training and management standards and procedures, aims to develop a

disciplined and constructive control environment in which all employees understand their
roles and obligations.

16.1 Market risk

Market risk is the risk that the fair value of future cash flows of a financial instrument will
fluctuate because of changes in market prices. The Company is exposed to three types of
market risk: currency risk, other price risk and interest rate risk.

16.1.1  Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates. Currency risk arises mainly from
future commercial transactions or receivables and payables that exist due to transactions in
foreign currencies.

The Company is not exposed to currency risk as it has no receivables and payables
denominated in foreign currency.

16.1.2  Other price risk

Other price risk represents the risk that the fair value or future cash flows of a financial
instrument will fluctuate because of changes in market prices (other than those arising from
interest rate risk or currency risk), whether those changes are caused by factors specific to
the individual financial instrument or its tssuer, or factors affecting all similar financial
instrument traded in the market. The Company is not exposed to equity price risk as it does
not have any investments in equity securities. The Company is also not exposed to
commodity price risk.

16.1.3  Interest rate risk

Interest rate risk represents the risk that the fair value or future cash flows of a financial
instrument will fluctuate because of changes in market interest rates. The Company
manages these fluctuations through risk management strategies where significant changes
in gap position can be adjusted. The Company does not have any floating rate instruments
except cash in savings bank accounts, hence not exposed to any significant interest rate
risk.

16.2 Credit risk

Credit risk represents the risk that one party to a financial instrument will cause a financial
loss for the other party by failing to discharge an obligation.

The maximum exposure to credit risk is equal to the carrying amount of financial assets.
The maximum exposure to credit risk at reporting date is as follows:

2019 2018
' Rupees Rupees
Advances ' 198,105 109,030
Short term investments 313,213,869 312,515,911
Receivable from ICIBL and SME 7,850,995 7,850,995
Bank balances 21,734,235 25,376,422

2N
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The credit quality of financial assets that are neither past due nor impaired can be assessed
by reference to external credit ratings (if available) or to historical information about

counterparty default rate:

Banks

National Bank of Pakistan

Bank Alfalah Limited

Standard Chartered Bank
(Pakistan) Limited

Faysal Bank Limited

Habib Metropolitan Bank Limited
Habib Bank Limited

Allied Bank Limited

Investments

Habib Metropolitan Bank Limited
Habib Bank Limited

Bank Alfalah Limited

National Bank of Pakistan

Invest Capital Investment Bank Limited

Other receivables
SME Leasing Limited

Invest Capital Investment Bank Limited

Rating Short | Rating Long || o0 Agency 2019 ’ 2018 l
term term

Rupees Rupees

A1+ AAA JCR-VIS 693,766 1,095,112

A+ AA+ JCR-VIS 9,685 8,828
At+ AAA PACRA - -

A+ AA PACRA 317,094 1,353,931

INE AA+ PACRA 27,258 27,258

A1+ AAA JCR-VIS 19,622,618 21,827,479

Al+ AAA PACRA " 1,083,814 1,063,814

21734235 ~ 253716,422

A+ AA+ PACRA 119,954990 40,000,000

Al+ AAA JCR-VIS 181,000,000 152,270,925
A+ AA+ JCR-VIS s -

A1+ AAA JCR-VIS 120,244,986
. Not rated - - -

300,954,990 312,515,911

B B JCR-VIS 721,369 721,369

Not rated 7,129,626 7,129,626

7,850,995 7,850,995

Due to the Company's long standing business relationships with these counter parties and
after giving due consideration to their- strong standing, management does not expect non-
performance by these counter parties on their obligations to the Company. Accordingly,

credit risk is minimal.

Liquidity Risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations
associated with financial liabilities.

~
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Contractual maturities of financial liabilities as at 30 June 2019

Carrying Contractual Less than one year More than one
amount cash flows year
------------------------ BT o= —
Employees' gratuity fund 6,694,836 6,694,836 - 6,694,836
Fund from UNEP 15,213,104 15,213,104 15,213,104 -
Fund from M/o Climate Change 4,718,140 ' 4,718,140 4,718,140 .
Accrued and other liabilities 1,107,420 1,107,420 1,107,420 -
27,733,500 27,733,500 21,038,664 6,694,836

Contractual maturities of financial liabilities as at 30 June 2018

Carrying Contractual More than one
amount _I I cash flows H_Less b i yea:l

year
------------------------ ] o= e —
Employees' gratuity fund 6,738,910 6,738,910 - 6,738,910
Fund from UNEP 20,887,336 20,887,336 20,887,336 -
Fund from M/o Climate Change 179,933 179,933 179,933
Accrued and other liabilities 4,427,911 4,427,911 4,427,911 -
32,234,090 32,234,090 25,495,180 6,738,910

Fair values

The carrying values of all financial assets and liabilities reflected in financial statements

approximate their fair values. Fair value is determined on the basis of objective evidence at
each reporting date.

Financial instruments by categories

As at 30 June 2019
Assets as per balance sheet-at amortized cost

At Amortized cost I

2019 2018
» ' ~ Rupees Rupees
Advances 198,105 109,030
Investments 313,213,869 312,515,911
Other receivables 7,850,995 7,850,995
Bank balances 21,734,235 25,376,422

342,997204 345,852,358

l At amortized cost J

_ _ 2019 - 2018
Liabilities as per balance sheet : Rupees Rupees
Employees' gratuity fund 6,694,836 6,738,910
Payable to UNEP 15,213,104 21,067,269
Payable to M/o Climate Change ' 4,718,140 -
Accrued and other payables 1,107,420 4,427,911

27,733,500 32,234,090

The interest accrued on investment in iCIBL amounting to Rs. 84,874/-, Rs. 990,956/- and
Rs. 2,700,152/- aroused during the years 2017, 2016 and 2015 respectively remains
unrecovered. However, management does not considers it to be impaired.

-~
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Capital management
The Company's objectives when managing capital are to safeguard the Company's ability to

continue as a going concern so that it can achieve its primary objeclives to provide benefits
for the stakeholders and to maintain a strong capital structure to support the sustained
development of its business in line with the objectives of the Company.

REMUNERATION OF CHIEF EXECUTIVE OFFICER, DIRECTORS AND EXECUTIVES

2019 2018
Rupees Rupees

Managerial remuneration 8,559,936 8,515,890

—_— D3
No of persons - Executives 5 5
Fee for altending meetings : 205,000 125,000

—_— 195000
No of persons - Directors 8 8

Chief executive officer is a federal government employee and he does not draw any salary
or benefit from ECF except meeting fee.

RELATED PARTY TRANSACTIONS

The Company is a related party of NEECA (Enercon) by virtue of common directorship. The
Company has related parties which comprise of NEECA (Enercon), Trust (Gratuity Fund)
directors, and key management personnel. Detail of transactions with related parties have
been specifically disclosed in these financial statements.

2019 2018
. Rupees Rupees
Funds Transfer to Trust (Gratuity Fund ) - -
247,787 1,594,067

Payment made to Employee via gratuity fund

DATE OF AUTHORIZATION FOR ISSUE
These financial statements were authorized for issue by the Board of Directors of the

Company on





