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INDEPENDENT AUDITOR’S REPORT TO THE TRUSTEES
Opinion

We have audited the accompanying financial statements of Developments in Literacy (the Society) which
comprise the statement of financial position as at December 31, 2020, and the statement of income and
expenditure, the statement of cash flows, the statement of changes in funds for the year then ended, and notes
to 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 Society as at December 31, 2020 and its financial 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 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 Society in accordance
with the International Ethics Standard 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 these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion. ‘

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

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with approved accounting and reporting standards as applicable in Pakistan, and for such internal control as
management determines is necessary to enable the preparation of a financial statement that is free from material
misstatement, whether due to fraud or error.

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

Those charged with governance are responsible for overseeing the Society’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statement

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

* Identify and assess the risks of the material misstatement of the financial statement, whether due to fraud
ot errot, 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 approptiate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Society’s internal control.

* Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates,
if any, and related disclosures made in the financial statements by the 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 relating to events or conditions that
may cast significant doubt on the Society’s ability to continue as a going concern. If we conclude that
material uncertainty exists, we are requited to draw attention in our auditor’s report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However,
future events or conditions may cause the Society to cease to continue as a going concern.

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

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that
we identify during our audit.
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DEVELOPMENTS IN LITERACY
STATEMENT OF FINANCIAL POSITION

AS AT DECEMBER 31, 2020
2020 2019
Note (Rupees) (Rupees)
NON-CURRENT ASSETS
Property and equipment 4 62,915,633 58,657,839
Intangible asset 5 139,094 173,868
Right of use asset 6 14,154,813 18,835,620
Long term deposits and prepayments 7 1,215,341 673,733
78,424,881 78,341,060
CURRENT ASSETS
Advances - unsecured, considered good 8 1,250,607 | 5,352,060
Short term deposits, prepayments and other receivables 9 1,640,324 [ 1,837,023 |
Receivable from donors 11 19,823,740 : 16,615,484 |
Cash and bank balances 10 91,599,475 || 101,257,068
114,314,146 125,061,635
TOTAL ASSETS 192,739,027 203,402,695
FUND
Restricted fund/grants 11 107,155,944 116,314,140
NON CURRENT LIABILITIES
Deferred capital grant 12 63,054,727 58,831,707
Lease liability 14 12,901,131 15,690,030
75,955,858 74,521,737
CURRENT LIABILITIES
Current portion of lease liability 14 3,686,675 3,018,163
Accrued and other liabilities 15 5,940,550 9,548,655
9,627,225 12,566,818
TOTAL LIABILITIES 85,583,083 87,088,555
TOTAL LIABILITIES AND FUND 192,739,027 203,402,695
CONTINGENCIES AND COMMITMENTS 16
The annexed notes from 1 to 23 form an integral part of these financial statements.
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DEVELOPMENTS IN LITERACY
STATEMENT OF INCOME AND EXPENDITURE
FOR THE YEAR ENDED DECEMBER 31, 2020

2020 2019
Note (Rupees) (Rupees)
INCOME
Grant income recognized
- Education and other program activities 11 272,758,062 291,349,131
Amortization of deffered capital grant 12 5,216,159 3,953,786
School fee income 13 7,866,940 4,405,535
285,841,161 299,708,452
EXPENDITURE
Program expenses 17 | 262,731,334 [—275,231,5817
General and administration expenses 18 23,109,827 | | 24,476,871 J

Excess of income over expenditure

The annexed notes from 1 to 23 form an integral patt of these financial statements.
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DEVELOPMENTS IN LITERACY
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2020

2020 2019
(Rupees) (Rupees)
CASH FLOW FROM OPERATING ACTIVITIES
Excess of income over expenditure - e
Adjustments for:
- Restricted grant recognised as income (272,758,062) (291,349,131)
- Deferred capital grant recognised as income (5,216,159) (3,953,786)
- Depreciation on fixed assets 5,181,385 3,910,319
- Amortization 34,774 43,467
- Depreciation on right of use asset 4,680,807 3,356,645
- Finance cost - interest on lease liability 1,966,570 2,818,831
(266,110,685) (285,173,655)
Changes in:
- Advances 4,101,453 | (738,783)
- Short term deposits and prepayments 196,699 1 390,264
- Long term deposits and prepayments (541,608) (457,200)
- Accrued and other liabilities (3,608,105)‘\ (1,257,320
Cash generated from / (used in) operating activities 148,439 (2,063,039)
Grant received during the year 265,299,875 335,844,254
Interest received during the year 4,530,913 4,959,789
Net cash generated from operating activities 3,868,542 53,567,349
CASH FLOW FROM INVESTING ACTIVITIES
Capital expenditure - property and equipment (9,439,179) (14,710,894)
Net cash used in investing activities (9,439,179) (14,710,894)
CASH FLOW FROM FINANCING ACTIVITIES
Payment of lease liability (4,086,957) (5,090,707)
Net cash used in financing activities (4,086,957) (5,090,707)
Net (decrease)/increase in cash and cash equivalents (9,657,594) 33,765,748
Cash and cash equivalents at beginning of the year 101,257,068 67,491,320
Cash and cash equivalents at end of the year 10 91,599,475 101,257,068

The annexed notes from 1 to 23 form an integral part of these financial statements.
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DEVELOPMENTS IN LITERACY
STATEMENT OF CHANGES IN FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2020

Restricted
Note fund/grant
Balance as at January 01, 2019 82,241,771
Restricted funds received during the year 11 340,804,043
Transferred to statement of income and expenditure 11 (291,349,130)
Transferred to deferred capital grant 11 (14,710,894)
Change in recievable from donors during the year 11 (671,650)
Balance as at December 31, 2019 116,314,140
Restricted funds received during the year 11 269,830,788
Transferred to statement of income and expenditure 11 (272,758,062)
Transferred to deferred capital grant 11 (9,439,179)
Change in recievable from donors during the year 11 3,208,257
Balance as at December 31, 2020 ' 107,155,944

I

The annexed notes from 1 to 23 form an integral part of these financial statements.
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DEVELOPMENTS IN LITERACY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2020

1

THE SOCIETY AND ITS OPERATIONS

Developments in Literacy ("the Society") is a non-profit organization. The Society was registered in March 2003
under the Societies Registration Act, 1860.

The basic aim of the Society is to promote literacy among children who have no access to education and to
encourage and facilitate the improvement and use of educational resources in literacy development in Pakistan.
The Society does this by running its own schools and suppotting the existing setup of primary schools, mainly in
the rural areas with the focus on enrolling gitls.

The principal office of the Society is situated at First floor, Marina Heights, Main Jinnah Avenue, Blue Area,
Islamabad.

Economic Affairs Division (EAD) Ministry of Finance through its notification no. 1(5)JINGO/05 dated
November 28, 2013 has required that all local NGOs, desirous of utilizing foreign economic assistance / grants,
will need prior registration with Government (i.e. EAD). Accordingly, Society has been granted with registration
with EAD on april 09, 2020 and same 1s valid upto april 08, 2022.

BASIS OF PREPARATION

2.1

2.2

2.3

2.4

2.5

Statement of compliance

These financial statements have been prepared in accordance with the approved accounting and reporting
standards as applicable in Pakistan. Approved accounting standards comprise of such International Financial
Reporting Standards (IFRS) issued by the International Accounting Standards Board (IASB) as are notified by
the Securities and Exchange Commission of Pakistan (SECP).

Basis of measurement

These financial statements have been prepared under historical cost convention.

Functional and presentation currency

These financial statements are presented in Pak Rupees, which is also the Society's functional currency. All
financial information presented in Pak Rupees has been rounded off to the nearest Rupee.

Significant accounting estimates

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

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognized in the period in which the estimates are revised, if the revision affects only that period, or in the
period of the revision and future periods if the revision affects both current and future periods.

The areas where various assumptions and estimates are significant 1» the Society's financial statements or where
judgment was exercised in application of accounting policies are as follows:

a) Determination of useful lives and depreciation / amortization of operating fixed assets (note 4 & 5)

b) Contingencies and commitments (note 16)

) Right-of-use assets and corresponding lease liability (note 6 & 14)

Application of new standards, amendments and interpretations to the published approved accounting
and reporting standards

2.5.1 Standards and interpretations that became effective during the year

There are certain standards amendments and interpretations that are mandatory for accounting periods
beginning January 01, 2020 and are considered not to be relevant or do not have any significant effect on the
Society's financial statements and are therefore not stated in these financial statement. ,ﬁ,



DEVELOPMENTS IN LITERACY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2020

2.5.2 Standatrds, interpretations and amendments to published accounting and reporting standards that are

not yet effective
The following revised standards, amendments and interpretations with respect to the approved accounting
standards as applicable in Pakistan would be effective from the dates mentioned below against the respective
standard or interpretation:

Effective date

(annual periods

Standard, Interpretation or Amendment beginning on or after)
TFRS 9, TAS 39,

IFRS 7, IFRS 4

and IFRS 16 Interest Rate Benchmark Reform - Phase 2 - Amendments January 01, 2021
IFRS 3 Reference to conceptual framework — (Amendments) January 01, 2022
TAS 16 Property, plant and equipment: Proceeds before intended use —

(Amendments) January 01, 2022
IAS 37 Onerous contracts - costs of fulfilling a contract — (Amendments) January 01, 2022
AIP IFRS 1 First-time Adoption of International Financial Reporting Standards

— Subsidiary as a first-time adopter January 01, 2022
AIP IFRS 9 Fees in the *10 per cent’ test for derecognition of financial liabilities January 01, 2022
ATIP TAS 41 Agriculture — Taxation in fair value measurements January 01, 2022
IAS 1 Classification of liabilities as current or non-current —

(Amendments) January 01, 2023
IFRS10 and TAS Sale or Contribution of Assets between an Investor and its associate
28 or Joint Venture — (Amendments) January 01, 2023

The Society expects that the new standards will not have any material impact on the Company’s financial
statements in the period of initial application.
In addition to the above standards and amendments, improvements to various accounting standards and
conceptual framework have also been issued by the IASB. Such improvements are generally effective for
accounting periods beginning on or aftet January 01, 2021.
The Society expects that such improvements to the standards will not have any material impact on the Society’s
financial statements.
Further, following new standards have been issued by IASB which are yet to be notified by the SECP for the
purpose of applicability in Pakistan;
Effective date
(annual periods
beginning on or after)
IFRS 1 First Time Adoption of IFRS July 01, 2009
IFRS 17 Insurance Contracts | January 01, 2023
The Society expects that above mentioned standards will not have any material impact on the Society’s financial

statements in the period of initial application.

3 SIGNIFICANT ACCOUNTING POLICIES
The accounting policies set out below have been applied consistently to all periods presented in these financials
statements.

3.1 Property and equipment

These are stated at cost less accumulated depreciation and impairment loss, if any, except for free hold land
which is carried at cost less impairment loss, if any. Cost of an item of property and equipment comprises
purchase price, import duties and other costs directly attributable to bringing the assets to the location and
condition necessary for it to be capable of operating in the manner intended by the management. ’(






