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VISION

To be the leading and most admired telecom
and ICT provider in and for Pakistan

MISSION

To be the partner of choice for our
customers, to develop our people and to deliver
value to our sharholders

CORE
VALUES

We care | We put customers first |
We work as one team | We embrace change

05 ANNUAL REPORT 2022




BOARD OF

\= &
_;;_‘5!

P ogP
II'.' Ty |II-'
e |

STANDING
(FROM LEFT TO RIGHT):

Mr. Ahad Khan Cheema
Non-Executive Director

SITTING
(FROM LEFT TO RIGHT):

Mr. Mohsin Mushtaq Chandna
Chairman
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Non-Executive Director
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Group Chief Legal Officer
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Group Company Secretary
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The Bank of Punjab

The Punjab Provincial Cooperative Bank Limited
United Bank Limited

Zarai Taragiati Bank Limited

Mobilink Microfinance Bank Limited

Telenor Microfinance Bank Limited

U Microfinance Bank Limited

Al Baraka Bank (Pakistan) Limited
Bank Islami Pakistan Limited

Dubai Islamic Bank Pakistan Limited
Meezan Bank Limited

MCB Islamic Bank Limited

Share Registrar

8-F, Near Hotel Faran, Nursery,
Block-6, P.E.C.H.S., Shahrah-e-Faisal,
Karachi

Tel # 021- 34380101-2

Fax # 021-34380106

E-Mail: info.shares@famco.com.pk

Registered Office

Room #17, Ground Floor (Margalla Side),
Ufone Tower, Plot #55-C,

Main Jinnah Avenue, Sector F-7/1,

Blue Areq, Islkamabad

Fax: +92-51-2310477

e-mail: company.secretary@ptclgroup.com
Web: www.ptcl.com.pk
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OPERATING AND FINANCIAL HIGHLIGHTS

Year ended Dec 31

Key Indicators

Operating

Operating profit margin % 5.85 5.42 4.80 6.90 9.14 10.31

Net profit margin % 10.85 8.94 8.40 8.87 10.41 12.02
Performance

Fixed assets tumover Times 0.75 073 0.69 0.73 078 0.79
Debtors fumover Times 2.48 301 331 3.88 436 4.60
Return on equity % 8.72 7.10 6.64 7.41 8.80 9.96
Refum on capifal employed % 3.10 3.13 272 402 545 6.13
Eamings retention % 100.00 100.00 100.00 19.65 31.29 39.05
Leverage '

Gearing Ratio 40:60 2971 2773 30:70 31:69 28.72
Debt ratio % 63.97 58.27 55.45 55.39 53.92 50.76
Liquidity

Current Times 0.85 0.76 0.86 0.87 1.00 1.14
Quick Times 0.79 0.71 0.82 0.80 0.91 1.09
Valuation

Earnings per share Rs 1.78 1.35 1.18 1.24 1.46 1.64
Breakup value per share Rs 21.19 19.54 18.43 17.21 16.39 16.69
Dividend payout ratio % - - - 80.35 68.71 60.95
Price earnings ratio Times 3.44 6.45 7.70 7.52 6.60 7.95
Market price to breakup value Times 0.29 0.45 0.49 0.54 0.59 0.78
Dividend per share Rs - - - 1.00 1.00 1.00
Dividend yield % - - - 10.68 10.41 7.66
Dividend cover ratio Times - - - 1.24 1.46 1.64
Market value per share Rs 6.10 8.70 9.10 9.36 9.61 13.05

Historical Trends

Operating Results

Revenue Rs (m) 83,444 76,853 71,804 71,548 71,273 69,620
Profit before tax Rs (m) 13,513 9,682 8,493 9,331 10,757 12,874
Profit after tax Rs (m) 9,053 6,874 6,030 6,347 7,422 8,368
Dividend Rs (m) - - - 5,100 5,100 5,100
Financial Position

Share capital Rs (m) 51,000 51,000 51,000 51,000 51,000 51,000
Reserves Rs (m) 57,054 48,653 43,010 36,751 32,571 34,102
Shareholders' equity Rs (m) 108,054 99,653 94,010 87,751 83,571 85,102
EBITDA Rs (m) 21,882 20,631 19,592 19,986 21,193 22,693
Working capital Rs (m) (18,624) (24,662) (12,812) (10,400) 139 8,936
Current assets Rs (m) 107,633 79,881 76,744 68,835 68,658 71,250
Total assets Rs (m) 305,160 245,735 223,600 209,994 196,523 187,348
Non current liabilities Rs (m) 70,849 41,539 40,035 43,008 44,433 39,933
Operational*

ALIS as on Dec 31 No. (000) 2,407 2,468 2,454 2,467 2,664 2,959
Average ALIS per employee No. 156 153 151 156 170 190

* Exclusive of Primary and Basic Rate interface
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OPERATING & FINANCIAL HIGHLIGHTS

Graphical Presentation
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OPERATING & FINANCIAL HIGHLIGHTS

Graphical Presentation
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Catering to your needs since 1947, PTCL provides crystal clear voice
quality through its largest network across the country.
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Review-2022

PTCL Group, being the national telecom carrier and connectivity
backbone of Pakistan, strives to provide innovative solutions for
accelerated growth of a ‘Digital Pakistan’, be it through a robust
telecommunication infrastructure or a diverse portfolio of services and
enhanced customer experience. | am pleased to share that PTCL and its
Group companies continued to thrive in 2022.

Significant expansion of high-speed data services during last few years has
played a pivotal role in reshaping the focus of telecom sector thus
becoming one of the core factors, driving industries and businesses.
Telcom companies are making substantial investments for the provision of
state-of-the-art, diversified, and innovative yet affordable products and
solutions to the customers. Broadband penetration, including wireless and
fixed broadband, is recorded at 56.31% while total mobile subscribers
have reached 193 million with tele-density of 86%. The key growth driver is
LTE subscribers base which has shown year-on-year growth of 21% tfo
reach 108 million. Competition between mobile operators is expected to
remain intense where operators continue fto offer high data volume
bundles in an effort to increase ARPU (average revenue per user) and
achieve growth in subscribers’ base.

In terms of revenue, PTCL continued its strong performance throughout
2022, closing 2022 with the highest revenue in its history, i.e., Rs 83.4 billion.
The Company posted an operating profit of Rs 4.9 billion which is 17.1%
higher compared to 2021. PTCL's net profit of Rs ? billion (the highest since
2013), is 31.7% higher compared to the previous year. Overall, PTCL Group
achieved a double-digit revenue growth of 10.2% during 2022. Of this,
PTCL itself posted 8.6% growth in its revenues; whereas Ufone; and U
Microfinance Bank, achieved 7.1% and 35.4% revenue growth
respectively during 2022.

| would also thank my colleagues at the PTCL Board of Directors and its
sub-commifttees who have invested time and efforts to provide the
roadmap for the management to achieve the aforementioned
milestones during 2022. Throughout the vyear, the Board and ifs
sub-committees remained cognizant of all the risks and challenges that
were faced by the Company. Through active mitigation strategies and
foresight, they closely monitored the Company’'s performance by
conducting regular meetings of the Board and its sub-committees. Keen
participation of the members helped equip the management with
tangible measures which led to significant improvement in PTCL's
performance. PTCL Group continues to expand and upgrade its existing
infrastructure and network. We at PTCL Group are committed to ufilizing
our core competencies and putting our conscious efforts in ensuring that
PTCL Group confinues providing the innovative solutions to accelerate
growth and enhance customer experience.

In conclusion, on behalf of the PTCL Board and PTCL Group, | would like to
assure all shareholders that we are all committed to utilizing our expertise
for the benefit of PTCL fowards value maximization for the shareholders
and look forward to an even more prosperous 2023 ahead for PTCL Group.

Chairman, PTCL Board
Islamabad: February 15, 2023
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MESSAGE

During 2022, global economies were faced with inflation
triggered by the resumption of and change in consumer
spending pafterns post Covid-19. This shifting economic
landscape, coupled with massive geopolitical shocks caused
by the war in Ukraine, severely affected economies
worldwide, including Pakistan’s. As a heavily import-based
economy, Pakistan was particularly affected, resulting in a
significant increase in the cost of doing business. The situation
was further exacerbated as these global trends and Pakistan’s
challenging balance of payment issues put enormous pressure
on the value of Pak Rupee against the USD. The telecom
sector, being heavily reliant on the import of telecom
equipment, was notably affected by this deteriorating
rupee-dollar parity. Besides currency devaluation, businesses
are faced with challenges like unprecedented hike in power
tariffs, rising interest rates, supply chain disruptions, and
general inflationary pressures.

Despite these acute economic challenges, Pakistan’s telecom
industry has a promising growth potential due to the country’s
demographics, lower broadband penetration compared to
regional markets, a rising demand for high-speed data
services and rapid pace of digitalization. As the largest
integrated telecom operator in the country, PTCL Group is in
an ideal posifion to capitalize on these opportunities.

PTCL continued its strong performance in 2022 by constantly
innovating its product line and improving its customer services,
while simultaneously enhancing value for its shareholders. The
company posted a revenue of Rs 83.4 billion for the year, the
highest ever in its history, with 8.6% growth over last year. Flash
Fiber, PTCL's premium Fiber-To-The-Home (FTTH) service,
showed an impressive revenue growth of 102.7% over last year,
achieving the highest customer net adds within the FITH
market in 2022. PTCL's enterprise business grew by 18.8% as
compared to last year, while carrier and wholesale business
continued its growth momentum, achieving an 11% overall
revenue growth. The company operates state-of-the-art
international submarine cable network comprising of four
diverse routes i.e., AAE1, SMW4, IMEWE and SMW3 and one
new submarine cable (Africa-1) in pipeline. International
voice revenue has increased by 8.5% as compared to last
year. PTCL has posted an operating profit of Rs 4.9 billion,
which is 17.1% higher as compared to 2021. Net profit of Rs 9.1
billion, the highest since 2013, is 31.7% higher as compared fo
last year.

After acquiring an additional 9 MHz spectrum in 1800 MHz
band, Ufone has successfully gained significant traction
through higher speed and high-volume data bundle offerings.
The company achieved 7.1% YoY revenue growth in 2022
despite challenges such as increase in Advance Income Tax

(AIT), reduction in Mobile Termination Rates (MTR), and recent floods in the country. With a
record setting LTE rollout in the country’s history, the company gained highest growth
percentage in LTE subscriber base compared to its competition. This growth led to a significant
growth in the overall subscriber base and market share gain for Ufone. In 2022, PTA awarded
Ufone for the best quality in both voice and data services, as well as the most consistent and
superior 4G quality network in Pakistan.

U Bank, the microfinance and branchless banking subsidiary of PTCL, contfinued its growth
tfrajectory and achieved 35.4% growth in its revenue over last year. Year 2022 has been
insfrumental in the evolutionary journey of the bank, wherein the bank experienced massive
fransformation in the segments it serves, the product platter it offers and the revenue engines it
relies on. U Bank made history by launching Shariah-compliant banking services, leveraging the
power of thirty fully operational Islamic Banking branches. With huge unmet demand for this
variant of banking, U Bank is all set to capitalize on this immense opportunity. The bank’s total
asset base doubled in 2022, reaching an impressive Rs 221 billion from Rs 104 billion in last year.
While aggressive growth remained the mainstay of the bank’s strategy, diversification, risk
mitigation and capital preservation continued to be at its core.

PTCL Group reported its highest ever revenue of Rs 151.6 billion which is 10.2% higher than last
year and is the result of a positive conftribution from all operating companies. The Group's
profitability remained under pressure due to significant hike in power and fuel tariffs,
devaluation of Pak Rupee against the USD, higher interest rates, and other costs associated with
the acquisition of 4G spectrum and related network rollout. The Group has posted a net loss of
Rs 7.8 billion.

This year also, PTCL has maintained the entity rating of “"AAA" (Triple A) and short-term rating of
“A-1+" (A-One Plus). This reflects stakeholders’ confidence in PTCL's strong financial outlook. For
Ufone, VIS Credit Rating Company has assigned initial entity ratings of ‘AA-/A-1" (Double A
Minus/A-One) with outlook on the assigned ratings as ‘Stable’. This acknowledges the financial
strength of Ufone through an independent rating exercise which also denotes high credit quality
and good fundamental protection factors and is a testimony of stakeholders’ confidence in Ufone.

The country experienced the worst-ever floods in its history that caused significant loss of life and
extensive damage to infrastructure in the affected regions. As a natfional company deeply
ingrained in Pakistani society, PTCL not only donated generously to the PM's Flood Relief Fund
but also played a crucial role in facilitating rescue and relief operations. The company ensured
uninterrupted coverage and connectivity in the disaster-stricken areas and opened the doors of
its medical centers across the country to provide medical assistance to those affected by
water-borne diseases and injuries resulting from the floods. As a responsible corporate citizen,
PTCL Group also undertook various other CSR inifiatives during the year which, among others,
include promoting digital and economic inclusion for women entrepreneurs, making efforts to
reduce digital gender gap, providing access to quality education for out-of-school children,
and driving tree plantation efforts to increase the country’s forest cover.

I would like to extend my deepest gratitude to all of those who have played a valuable role in
the success of PTCL Group in 2022 — our customers for their confidence in our abilities, our
employees for all their dedication and hard work, our management team for their commitment
and our shareholders for all their support. | am confident that with their continuing support, PTCL
stands ready to meet every challenge and capitalize on every opportunity that will enhance the
shareholders’ value.

President and Group Chief Executive Officer
Islamabad: February 15, 2023
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WE TREAT EVERYONE WITH
RESPECT, DIGNITY AND
RESPONSIBILITY.

WE SHAPE OUR OWN DESTINY BY
BEING PROACTIVE & OPEN TO
NEW IDEAS.

Q)

CUSTOMER
FIRST

WE ARE PASSIONATE ABOUT
SERVING OUR CUSTOMERS. THEIR
SATISFACTION IS A KEY MEASURE
OF OUR SUCCESS.

WE
WORKAS
ONE TEAM

WE SEEK & VALUE
EVERYONE'S CONTRIBUTION.
TOGETHER WE ARE STRONG.
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Flash Fiber is PTCL's premium Fiber-To-The-Home service, providing households
and businesses in ever-expanding locations all over Pakistan with blazing
speeds of up to 1Gbps with unlimited downloads.
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REPORT

On behalf of the Board of Directors of Pakistan Telecommunication Company Limited (PTCL), we
are pleased to present the annual report and the audited financial statements for the year-ended
December 31, 2022, together with the auditors’ report thereon.

The year 2022 has been a tfough year for Pakistan as the effects of global economic turbulence
and the country’s own macroeconomic challenges significantly impacted its economic growth.
Despite these challenges, Pakistan's GDP growth rate for the fiscal year 2021-22 remained at 6%
against 5.4% in the year before that. Pakistan has also faced catastrophic floods in 2022, with an
estimated loss of US$ 30 billion in the form of severe damage to infrastructure and economic
losses. These economic and environmental challenges had an adverse impact on the revenues
and profitability of businesses in Pakistan, including the telecom industry.

Despite these challenges, PTCL was able to deliver a strong performance in 2022 as the company
posted the highest-ever revenue in its history, with 8.6% growth over the last year. PTCL's premium
FTTH service, Flash Fiber, showed an enormous revenue growth of 102.7% over the last year. PTCL
has posted an operating profit of Rs 4.9 billion, which is 17.1% higher as compared to 2021. Net
profit of Rs 9.1 billion, the highest since 2013, is 31.7% higher as compared to last year.

An overview of the Company’s performance during the year is summarized in the succeeding
paragraphs.

OUTLOOK

During the year 2022, the telecom industry remained under pressure due o ongoing
macroeconomic challenges. With rising operatfing costs, higher interest rates, and currency
devaluation, the profits of telecom operators have been adversely impacted. However, there is a
significant growth potential with the rising demand for high-quality data services. The shift in the
mode of communication and interaction continues to fuel the data demand. This is evident from
the changing needs of businesses and consumers, especially on account of e-commerce,
e-learning, and digitalization. This has resulted in more reliance on connectivity services and
better data throughput. Telecom operators confinue to increase their footprint and enhance
network capacity in efforts to deliver superior and reliable data connectivity.

By end of the year 2022, PTA has reported mobile subscribers of 193 million with teledensity of 86%.
The key growth driver is the LTE subscribers base which has shown YoY growth of 21% to reach 108
million. Pakistan’s mobile penetration remains low compared to other countries in the region.
Competition between mobile operators is expected to remain infense where operators confinue
to offer high data volume bundles in an effort to increase ARPU and achieve growth in subscribers
base. Ufone, after the acquisition of additional spectrum in the 1800 MHz band, has shown the
highest growth percentage in the LTE base and is in a strong position to tap the growth potential
of the industry.

Fixed broadband subscribers have surpassed 2.2 million by the end of the year 2022 with a 6% annual
growth. Fixed broadband household penetration in Pakistan remained low at 6% compared to an
average of 20% in regional markets. The growth in the fixed broadband segment in the year 2022
came from ‘Fiber to the Home' (FTTH) services, which grew by 44% YoY and surpassed 840 thousand
subscribers in December 2022. PTCL remains the fastest-growing FTTH services provider in Pakistan
owing to its accelerated FTTH rollout and migration of its existing broadband subscriber base to FTTH.
Competition in fixed broadband is expected to remain intense as operators continue to focus on
expanding their network and capturing the high-value FTTH market.

Growing data traffic frends have triggered the need for tower fiberization which has remained a
growth engine for carrier and wholesale service providers. Similarly, there is a rapid increase in
demand for digital and ICT solutfions including data center, cloud, and managed services in
large enterprises as well as small and medium enterprises. PTCL is well placed to capitalize on this
potential and tap into the digital acceleration of Pakistan.

PERFORMANCE

PTCL Group posted a revenue of Rs 151.6 billion during the year 2022 which is 10.2% higher as
compared to 2021. This revenue growth was the result of a positive conftribution from all Group
companies. The Group's profitability remained under pressure due to significant hike in power and
fuel tariffs, devaluation of the Pak Rupee against USD, higher interest rates, and other costs
associated with the acquisition of 4G spectrum and related network rollout. The Group has posted
a net loss of Rs 7.8 billion.

PTCL continued its strong performance throughout 2022. PTCL's revenue of Rs 83.4 billion for the
year 2022, the highest-ever in its history, is 8.6% higher than 2021, mainly driven by growth in
broadband and wholesale & business solutions segments. Flash Fiber, PTCL's premium
Fiber-To-The-Home (FTTH) service, showed tfremendous growth with the highest customer net adds
within the FTTH market in 2022. PTCL continued fto upgrade its existing infrastructure and network,
besides expanding its premium FTTH internet Flash Fiber across the country to offer seamless
connectivity for a greater customer experience. Prompt deployment of FITH and strong
performance in Corporate and Wholesale segments are the cornerstones of PTCL's topline
growth, which along with a focus on the cost optimization program, has significantly increased the
company'’s profitability.

PTCL fixed broadband business has shown 12.2% YoY growth propelled by the aggressive FITH
expansion. Flash Fiber showed unprecedented growth of 102.7%, taking a lion's share of the
market’s customer net adds, whereas the IPTV segment also grew by 8.1% YoY. Voice and wireless
broadband segments withessed a decline due o the conversion of customers to OTT services and
competition from cellular operators.

The business services segment continued its momentum sustaining market leadership in IP
Bandwidth, Cloud, Data Centers, and other ICT services segments. PTCL's Enterprise business grew
by 18.8% as compared to last year, while Carrier and Wholesale business continued its growth
momenfum and achieved 11% overall revenue growth. International voice revenue has
increased by 8.5% as compared to last year. Overall Business Solutions revenue has grown by
12.5% on a year-on-year basis.

Being the national telecom carrier and connectivity backbone in Pakistan, PTCL Group strives to
provide innovative solutions to accelerate growth for a ‘Digital Pakistan’ through robust
telecommunication infrastructure and a diverse portfolio of services with enhanced customer
experience.

In the year 2022, Ufone has recorded positive customer net adds with 3.9% YoY growth in the
subscriber base and has gained market share within the industry. Since the acquisition of
spectrum, Ufone has grown from strength to strength registering 7.1% YoY revenue growth in 2022
despite the challenges of an increase in Advance Income Tax (AIT) and reduction in Mobile
Termination Rates (MTR) and recent floods in the counftry. This growth has been achieved through
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investment in the network, aggressive product offering focusing on data and regional play. The
year 2022 was marked with a prime focus on data portfolio enrichment. An array of new offerings
was launched targeting a data-savvy younger segment resulfing in more than 40% growth in data
revenue.

Owing fo its infrastructure modernization and fast deployment of 4G services across the country,
the company has set a higher bar in voice and data service quality. Pakistan Telecommunication
Authority (PTA), in its nationwide service quality benchmarking during 2022, declared Ufone the
No.1 voice and data network.

U Bank, the microfinance and branchless banking subsidiary of PTCL, continued ifs growth
frajectory and achieved 35.4% growth in its revenue over last year by deepening ifs advances
and investment portfolio, despite the challenging macroeconomic situation, further exacerbated
by the recent floods. The balance sheet footing of the bank reached Rs 221 billion as the bank
continued to diversify its asset classes and funding streams while ensuring positive bottom-line
impact. As the six business canvases of the bank, namely: Rural Retail Banking, Corporate Finance
& Investment Banking, Islamic Banking, Urban Retail Banking, Corporate Banking, and Digital
Banking take their distinct forms and structures, the Bank is working fowards becoming a Retail
Challenger Bank aiming to extend banking services in accordance with the unique needs of ifs
diverse and heterogeneous clientele. With the core mission of microfinance at its heart, the
business model of the bank is evolving to capture new segments and customer classes to include
more of Pakistan info the banking net and further its ambition of financial and social inclusion.

PTCL has posted an operating profit of Rs 4.9 billion, which is 17.1% higher as compared to 2021.
Net profit of Rs 9.1 billion, the highest since 2013, is 31.7% higher as compared fo last year. PTCL has
achieved this despite the challenging economic conditions created as a result of inflation,
devaluation of PKR against USD, hike in power tariffs, and other factors. PTCL’s earning per share
(EPS) for the yearis Rs 1.78.

PTCL's cash flows, generated through operations during the year, were mainly used for capital
expendifure on the FTTH network to increase market share and boost this strategic revenue
stream. Some investments were also made in the existing copper network to secure the existing
revenues and acquire customers in uncovered pockets that do not have FTTH potential in near
future. Targeted investments were also made to support the business services segment to help
achieve revenue growth. Otfher necessary investments included transport expansion, IT
fransformation, business continuity, efc. In case of Ufone, capital expenditure is largely focused on
increasing 4G coverage, to fully utilize the acquired spectrum while for U Bank investments were
made mainly for the expansion of their branch network and investment in software and allied
hardware equipment.

No dividend was recommended by the Board of Directors for the financial year 2022 in view of the
company'’'s requirement for funds for equity injection in Ufone, expansion of Ufone’s 4G and PTCL's
FTTH networks, and other network upgrade requirements.

There are no material changes and commitments affecting the financial position of the Company
which have occurred between the end of the financial year and the date of this report.

Your attention is drawn fo note 15.9 of PTCL's financial statements as well as note 19.9 of the
consolidated financial statements for the year, which explain that the matters relating to certain
employees’ rights under the PTCL pension scheme are pending with various courts, as highlighted
by the external auditors in their audit reports.

CONSUMERS

PTCL continued the frend of launching various innovative and customized product offerings to
serve the needs of our customers and to offer them an enriched value proposition. These offerings
not only increased our existing customer loyalty but also aided in bringing new customers to our
PTCL family.

During 2022, the company'’s fixed broadband business grew exponentially with PTCL Flash Fiber
taking the spotlight and emerging as a star product in the FTTH industry. Backed by an aggressive
network expansion in 2022, the total count of Flash Fiber ready homes across Pakistan has reached
almost 600 thousand. Flash Fiber outperformed the industry by capturing more than half of the
industry’s customer net adds during the year, thereby narrowing the gap with the market leader.
In addition to FTTH, PTCL's xDSL broadband is also making steady progress and contributing
towards the topline growth.
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Smart TV service contfinued the growth trajectory owing to the speedy adoption of triple-play
services. The confent enrichment drive was there right from the start to provide quality
entertainment to the customers. Twenty plus local and international live TV channels from different
genres were added to the linear channel bouquet, along with the addition of 3,000 hours of
content from premium Hollywood movies, animated series for kids, movies, and series from
Starzplay catalog.

SMARTTV |

BUSINESS

The wide variety of service offerings to our business customers, both local and international, covers
digitalization, cloud, data center hosting, managed services, security, and ICT services.

PTCL Enterprise Solutions remained on track for the highest YoY growth of 19% with several key
initiatives and projects during the year. The focus was to further develop and invest in its managed
services, cloud, security, ICT portfolio, and vertical based solutions. An extensive and
comprehensive Enterprise Solutions connectivity portfolio continued to serve the needs of a major
customer base, providing secure, fast, and reliable services.

PTCL's Enterprise Solufions segment was successful in securing key strategic ICT & cloud projects
along with core connectivity both in the public and private sectors. This performance is a
combined result of aggressive product design and sales sfrategy, while banking on global
collaboration with mulfiple OEMs. Focus on adding new customers in diversified business verticals
helped to enhance the customer base and product penetration info new segments.

PTCL, leveraging ifs strong position and vast experience in data center hosting services, having
state-of-the-art Tier-3 certified data centers and a provider of high-speed connectivity solufions,

further stfrengthened its cloud services with innovative offerings using enterprise grade platforms and
infroduced microservices. PTCL is the country’s only telecom operator to achieve two ISO certifications
in parallel for its cloud services ‘Infrastructure-as-a-Service' and ‘Platform-as-a-Service' offerings. PTCL
is embarking on a journey to provide premium security services to its end customers. PTCL infends fo
deploy managed security services to cater to the security needs of hosted banking infrastructure
users and enterprise customers.

Leading the way for digital transformation in Pakistan, PTCL has enhanced its Enterprise Solutions
portfolio from serving connectivity needs to becoming the customer’s trusted choice for their
network security. To diversify its portfolio and add valuable products to its enterprise offerings, PTCL
launched Smart Solutions providing 360-degree managed connectivity and surveillance solutions.
Being in line with ICT centric vision for the company, PTCL has expanded its corporate customer
base with innovative ICT solutions such as Q-Taleem and Q-Cloud. Today, PTCL has ICT and Cloud
customers across multiple industry segments including education, financial, healthcare, and
FMCG. After the successful delivery of a blended learning project for enabling the digitalization of
education in Pakistan for Ministry of Federal Education and Professional Training; PTCL has
successfully delivered Teleschool application which enabled remote learning for students with live
TV channels and an extensive bouquet of video-on-demand educational content on various
subjects from class KG to class 12.

Being the National carrier, PTCL is positioning itself to be the engine behind the digital Pakistan
initiafive. PTCL helped the Government during the Covid by enabling call center and other
helpline services. Going forward, PTCL is working with its customers in the public and private sectors
to enable and accelerate their digital fransformation journeys. Working together with industry
leading technology and service partners, our strategy is to help our corporate customers with
robust solutions to solve their ICT challenges.

DATA

CENTRE

As the leading integrated ICT service provider in Pakistan, PTCL Group is playing a vital role in
addressing the infrastructure and connectivity requirements of all telecom operators in Pakistan
comprising cellular mobile operators, long distance international, local loop operators, telecom
infrastructure providers, telecom tower providers including Government and defense
communications.
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Having state-of-the-art international submarine cable network comprising of four diverse routes
i.e., AAE1, SMW4, IMEWE, and SMW3 and one new sea cable (Africa-1) in pipeline, PTCL is well
positioned to serve the ever-growing data needs of the country. PTCL is the partner of choice for
the carrier industry due to its nationwide optic fiber reach with multiple redundant links along with
a resilient core network, metro, and access network, backed by Tier-3 certified data centers,
managed facilities, and VSAT backhaul solutions. Cognizant of the ever-growing carrier
connectivity and data needs, PTCL undertook a nationwide network expansion project and has
successfully modernized 136 key sites during the year 2022. The recent unprecedented floods in
Pakistan severely affected the telecom infrastructure, however, PTCL managed to restore services
with minimum disruptive impact on industry partners, due to its network resilience.

PTCL has an online interactive platform named PTCL Carrier Watch to ensure smooth and
uninterrupted carrier grade services to our valued partners round the clock. Based on customer
feedback surveys, PTCL is pursuing a continuous improvement strategy fo ensure world class user
experience for our carrier partners. To meet the carrier industry business needs fully in this new era
of digitalization, PTCL has diversified its product portfolio covering connectivity, managed services,
security solutfions, cloud, data center, and ICT products, thereby, fransforming its role from a
connectivity provider to a solution provider.

PTCL confinues to provide its valued customers with excellent quality international voice and IP

bandwidth / IP fransit services. The company regularly monitors all its international routes and has
a high focus to maintain superior service quality and ensure high availability for its data and voice
services.

Increased use of OTT applications, smartphone penetration, and grey traffic termination had
been major challenges for securing voice business revenues. PTCL is ensuring concerted efforts in
collaboration with PTA, CMOs, and LDI industry to implement proactive measures for controlling
grey fraffic. Web Monitoring System (WMS) is installed at the ingress of all international IP
bandwidth to monitor and curb illegal grey traffic.

PTCL is also closely working with major international retail operators to strengthen and safeguard
international incoming revenues. Through terrestrial connectivity corridors with neighboring
countries, PTCL aspires to be a regional fransit hub for data and voice connectivity. PTCL is
focusing on enhancing submarine wet segment capacity sales through short/ medium term
opportunities. PTCL is also working proactively with major content and gaming providers for
hosting their nodes in PTCL data centers, to reduce latency and enhance customer experience.
We hope to see positive impact coming out of these strategic initiatives which will eventually help
in easing pressure from declining voice termination business.

FUNCTIONS

PTCL Group successfully achieved key milestones for network rollout across both fixed and mobile
domains fo support the organization’s growth frajectory. In 2021, the company delivered 200,000
home passes. This year, with the rollout outpacing the plan, PTCL was successful in delivering 278,000
further home passes which exceeded the company’s own target as well as the aggregate rollout of
our competition. This year the rollout was complemented by a deep dive to identify levers for

improving the Customer Happiness Index (CHI) and putting in place the necessary measures to
achieve that. This effective approach led to a significant improvement in the index.

Last year, PTCL inifiated the transformation and modernization of its network under IP EDGE
Transformation Project to consolidate and upgrade 46 IP Edge sites in Phase 1. This year, under
Phase 2 of the same project, further 90 sites were consolidated and upgraded in 31 cities resulfing
in complete fransformation and revamping of the entire IP Edge network from a complex
multi-vendor legacy network to a simplified and modernized state-of-the-art unified single vendor
network with high capacity to address both Ufone and PTCL requirements for the foreseeable
future. The IP Edge network now fully supports dual-stack IPv4/IPvé to ensure consistency in service
architecture, exceptional flexibility, high scalability, improved efficiency, and savings in operating
costs. Furthermore, this project has paved the way for the adoptfion of next-generation
technologies such as Segment Routing IPvé (SRvé) and Ethernet VPNs (EVPNs). The IP Edge
Network Transformation project also holds great organizational significance in terms of ensuring
business continuity for the corporate, carrier, and consumer services.

PTCL also continued to focus on the modernization of its legacy NGN voice network to provide
high gquality voice over broadband services by leveraging IP Multimedia Services (IMS) platform
deployed last year. IMS platform also provides Ufone with an opportunity to offer voice services
over LTE (VoLTE) which has significantly richer voice service with higher quality and much faster call
set-up time compared to the fraditional circuit-switched voice of 2G and 3G networks and is far
more efficient in utilization of network resources. Ufone has initiated a project for enabling VoLTE
on its network and is making steady progress towards the successful achievement of all planned
milestones.

In the transport domain, this year our 100G Optical Transport Network (OTN) project was a leap
forward in modernization of PTCL's 10G DWDM based inter-city long-haul transport network given
its capacity limitations as well as end-of-life challenges. The project has modernized PTCL’s
transport backbone network, significantly reduced OPEX, made the backbone ready to meet the
growing capacity demands, and enhanced network resilience.

PTCL Group continued its focus on innovation and evaluation of novel solutions/tfechnologies
through technology trials and pilots. Several important trials were undertaken this year to identify
technologies and solutions that could potentially address business challenges in the future.

Despite unprecedented economic challenges that have adversely affected the company’s
operating environment, PTCL Group was able to deliver a strong performance in terms of
managing ifs operatfing cost through effective optimization measures. This was made possible
through development of a comprehensive optimization plan complemented by stringent
governance. Key components of this optimization plan included optimization of maintenance
support cost, fuel rationing on low performing sites/exchanges, use of energy storage solutions fo
reduce fuel consumption, deployment of solar solutions to reduce energy consumption and
electrical load optimization. PTCL Group's strong focus on energy efficiency measures not only
allowed us to optimize our operating cost, but also helped reduce our carbon footprint. The efforts
were recognized by e& Group by conferring an award for “Driving Sustainability” to PTCL Group
during its Leadership Forum Awards.

PTCL Group's keen focus on improving its IT infrastructure has not only enabled our external
customer base to take benefit from our state-of-the-art and resilient IT services but has also
improved the quality of services for our internal customers.
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PTCL Group has upgraded ifs Infernet Gateway (IGW) capacity for its 3G/4G and MBB subscribers
to complement the 4G spectrum acquisition and rollout. This will provide blazing fast connectivity
speeds to our 3G/4G and MBB subscribers. PTCL Group has also completely revamped Ufone's
Primary and Disaster Recovery (DR) IT Data Centers (DC) by employing the latest Software Defined
Networking (SDN) technology using Cisco’s Application Centric Infrastructure (ACI), which has
allowed establishment of seamless infegration of services and datacenter extensions within the
PTCL Group.

In light of the recent synergy drive fo improve the quality of our IT services, Ufone and PTCL DR IT
data centers, SAN storage infrastructure, Bl & analytics infrastructure, vulnerability assessment
infrastructure, and service desk have been consolidated. This has opened further possibilities for
our business and corporate customers with respect to end-to-end solution provision, from the
wireless 4G connectivity from customer nodes to the DC hosting services at PTCL facilities.

During the year, the company has on-boarded new customers with respect to data center hosting
and Business Process Outsourcing (BPO). Bulk Port Allocation (BPA) was also enabled for our MBB
subscribers to fulfill regulatory compliance. Ufone became the first operator to accomplish this
target.

In the cellular wireless domain, the transformation of the charging and billing systems was
conducted to align it with the data network load distribution and improve business continuity
management. A complete revamp of the in-house developed biometric verification system has
been achieved to comply with Multi-finger Biometric Verification System (MBVS) feature
requirements.

For the fixed line network, PTCL Group has successfully rolled out Phase 1 of a new convergent
charging and billing system in November 2022, replacing the 15 years old legacy system. The
scope of this new billing system includes wireline consumer products, B2B services, PTCL's wireless
products, mediation and interconnect billing and settlement. With this new state-of-the-art billing
system, the company will be able to provide even better services to our valued customers.

As we reflect on 2022, several groundbreaking initiatives were taken by our People & Organization
team as part of the PTCL Group’s culture transformation agenda. By fostering a more inclusive,
collaborative, and people-centric environment, we have embarked on the journey of creating a
workplace where employees can thrive and contribute to the success of the organization.

We have made significant strides in promoting work-life balance, flexible and hybrid working
arangements, and well-being initiatives. As part of an effort fo become a more environment-friendly
organization, Friday is observed as a weekly Green Day where all employees work from home to
conserve energy. This helped in the optimization of electricity and fuel and paved the way for more
efficient time management in a workday.

In order to confinuously improve our business results, a more simplified, dynamic, and
outcome-focused performance enhancement framework was launched. This framework focuses on
goal setting, on-the-go feedback, and a robust coaching culture to help individuals raise the bar
consistently during the performance year.

PTCL Group continued to provide exciting career opportunities to its employees. More than 450
employees were given new roles to express their talent. In addition to this, for employee development,
we ran 128 learning programs, covering 9,109 employees. A grand total of 220,570 learning hours
were invested for this purpose.

In the integration journey of PTCL and Ufone, a major milestone was achieved in the year 2022. The
salary & benefits structure was simplified, aligned with market best practices, and unified for both
companies. This is a key step forward in terms of embedding a PTCL Group mindset and enabling
a smoofther talent flow between the two entities.

As we continue to strive for success, we have strengthened our commitment to Diversity, Equity,
and Inclusion (DEl). To name a few initiatives, Diversity and Inclusion Policy, Anfi-Harassment Policy,
Sentiments Program, and Justuju (flagship skill fraining program for differently-abled persons) were
launched. Moreover, the duration of the Justuju Program was also extended from six weeks to six
months in order to give meaningful experience and skills development for the participants. As a
result of significant efforts made in this direction, we were recognized at the Global Diversity,
Equity, and Inclusion Benchmark Awards in the 'Best Practice Organization' category.

As a responsible sustainable company, the Group remained committed to ensuring the security
and safety of its workforce under the company’s robust Health, Safety, and Environment (HSE)
protocols. Several actions were taken during the year to promote the importance of safety. HSE
SteerCo led by the President & Group CEO was formed to signify the importance of HSE culfure
and track the progress in this direction. During the year, more than 7,500 employees were covered
in the HSE awareness and training sessions. A safety week was also celebrated with the aim to
promote the importance of safety across all offices nationwide.

In order to energize our non-management staff, a major employee engagement initiative was
taken. 34 ‘Connect Sessions’ were conducted by our Industrial Relations team nationwide
covering more than 3,600 employees which resulted in excellent feedback and high engagement
levels.

©ptel | Hone 8

s e B A PRAT §0T AT

READY TO RISE WITH

JUSTUJU INTERNSHIP

PROGRAM 2022 '

Customer cenfricity is a tfop priority in our customer care approach, and PTCL Group infroduced
several initiafives aimed at enhancing the overall customer experience, which included
consolidating PTCL and Ufone Customer Care. A major program to develop and train the enfire
workforce for both PTCL and Ufone was executed in the current year.
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This consolidation enabled a one window solution both for PTCL and Ufone customers which
helped to improve overall efficiency and customer experience. Customer care adopted a
proactive approach to address customer problems in low network coverage areas with the help
of a cross functional scrum team. PTCL group capitalized on the customer happiness index
framework to proactively reach out to customers with chronic connectivity issues.

‘Always Put the Customer First’ is one of our core values and a major customer journey revamp
program was executed to bring ease and convenience in existing customer onboarding and
complaints handling processes. PTCL Group has also started measuring Net Promoter Score (NPS)
fo focus on key improvement areas to improve overall customer experience. PTCL Group
launched the Customer Delight program in partnership with e& with an aim fo implement industry
best practices from the telecom operators under the governance of e& Group.

During the year, various initiatives were undertaken to automate key customer related processes
to improve their overall efficiency and accuracy. The company has implemented a Roboftic
Process Automation (RPA) program which will function as a catalyst to set new service standards
fo develop and build overall digital customer experience. Different initiatives on the digital front
were taken fo capture customer senfiments and feedback to improve the existing WhatsApp,
webchat, and other customer support channels.

Customer reftention and win back also remained the key focus areas where the company
executed various initiatives. This includes improved customer engagement and credential
improvement at the enfry level with enhanced process improvements and has resulted in an
improvement in customer churn and a reduction in bad debts.

AND

In line with the business growth strategy for Fiber-To-The-Home (FTTH) segment, PTCL Group
engaged in a series of brand awareness and lead generation activities for Flash Fiber during 2022.
This includes innovative methods to raise awareness and cultivate adoption through geo-targeted
brand activations and fortified digital hammering. Backed with an eye-catching and youthful
persona, Flash Fiber's success in 2022 was the result of aggressive on-ground marketing campaigns
that generated encouraging results for the brand. Across digital media platforms, Pakistan's
biggest social media celebrities were engaged to experience Flash Fiber services. As a follow-up,
positive word-of-mouth generated from these influencers was then amplified online. Digital
marketing continued to dominate the brand’s share-of-voice in different regions and produced
an unprecedented number of online leads.

PTCL Group brands ran multiple campaigns throughout 2022 to show our longstanding and
unwavering commitment to Pakistan. HealWave was one such initiative where PTCL Group
launched nationwide activities to help people equip themselves against the heatwave during
June and July 2022. Similarly, PTCL Group brands conducted dedicated marketing campaigns
and activities during the destructive floods across Pakistan in 2022. Along with donations, volunteer
programs, and other special initiatives such as free calls and messages, public services campaigns
carrying messages of hope and solidarity were also broadcast across multiple marketing
channels. Standing with the nation in a time of need, these activities and efforts have helped
strengthen PTCL Group's corporate association and bond with the Pakistani nation.

AFFAIRS

During 2022, PTCL Group has actively participated in the consultation processes conducted by the
Ministry of IT and PTA for Telecommunications Policy Review, 5G Strategic Plan and Policy
Guidelines, Infrastructure Sharing Framework, Spectrum Sharing Framework, Frequency Refarming
Framework, Broadband Quality of Service for Fixed-line Regulations, Personal Data Protection
Bill-2022 and Telecommunication Service Tariff Regulations. The Web Monitoring System (WMS)
expansion was also completed in 2022 and all its use cases were implemented and now it is
operating with complete functionality. PTA has issued a Regulatory Framework for Short Range
Devices (SRD) & Terrestrial Internet of Things (loT) Services.

During the year, PTCL signed four optical fiber USF projects of Rs 6.6 billion and received a subsidy
of Rs 6.8 billion for ongoing projects, whereas Ufone signed four Next Generation Broadband for
Sustainable Development (NG-BSD) USF projects of Rs 9.7 billion and received a subsidy of over Rs
4.7 billion for ongoing projects.

The Federal Secretary Cabinet Division, which is nofified as the appropriate Government
department for Right of Way issues under section 27-A of PTRA, has issued the consent order in
2022. By virtue of this new order, the suspended ROW Order dated 2nd July 2021 has been restored
ab-initio. The reinstated ROW Order will provide convenience to operators by covering rest of
military jurisdictions like DHAs, Askari Housing Schemes, PAF and Naval Bases, Garrisons, etc.

PTCL Group is in material compliance as per PTA's first audit/gap analysis report 2022 in the context
of CTDISR Regulations. Now onwards, all PTA licensees including CMOs, LDI/LL, CVAS, and other
licensing categories are required to conduct the 3rd party CTDISR security audits followed by the
PTA audit/gap analysis annually.

RESPONSIBILITY (CSR)
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Mulk Ko Hamari Zarocorat Hai

In 2022, Pakistan experienced the worst flood in its national history. Nearly 1,500 people were
kiled, thousands injured and countless uprooted from their homes. Financial losses were also
colossal, and many people lost everything to the deluge and were able to escape only with their
lives. Besides making a generous donation towards the PM's Flood Relief Fund, the Group also
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provided free calls across all the flood-hit regions to aid search and rescue activities and help the
affected people connect to their loved ones. PTCL opened the doors of its medical centers

across the country to provide medical care to the injured, and people suffering from water-borne
diseases in the wake of floods. Safe and clean drinking water and food were provided to the
flood-affected Sindh and Balochistan communities. As winter compounded the miseries of the
people rendered homeless in Balochistan, PTCL and Ufone donated warm jackets to ease their
suffering.

PTCL collaborated with Pakistan Poverty Alleviation Fund, a social enterprise, to foster digital and
economic inclusion of women enfrepreneurs through fraining and access to digital and financial
tools and opportunities for economic growth. The year-long project is being implemented across
four union councils and ten villages of Haripur, Khyber Pakhtunkhwa which will benefit 100 women
entrepreneurs.

Pakistan Telecommunication Authority (PTA) collaborated with other telecom operators and
stakeholders to reduce the digital gender gap in Pakistan through initiatives related to
accessibility, affordability, and digital skills. PTA signed agreements with companies to foster
gender inclusion in the information and communication technology domain and facilitate the
digital empowerment of women in Pakistan through collaborative initiatives.

PTCL Group organized a week-long campaign in connection with International Women's Day
2022 to raise awareness and galvanize support for ending gender discrimination in the workplace.
The campaign was designed to promote diversity and inclusion in the workplace by ending
gender stereotypes and bias against women. The campaign featured an array of activities,
including screening videos that showcased discriminatory expressions and practices against
women.

PTCL Group is committed to reducing the country's carbon footprint and promoting
environmental protection and sustainability. In line with its ambition, PTCL Razakaar (Employee
Volunteer Force) ran a tree plantation drive across Pakistan with the slogan, “We plant so the
world can grow”, to increase forest cover and decrease pollution in the country.

PTCL Group provided Evo Charji Devices to JAQ Education Trust - ‘Pehli Kiran Schools’ to provide
access to quality education for out-of-school children. Pehli Kiran schools have been set up in
slum areas of Islamabad for underprivileged children. PTCL Group ensured seamless internet
connectivity to help avoid any hindrance in the education of these children.

PTCL Group donated life jackets to the fishermen community of Karachi to ensure the safety of
small-scale fishermen during the high tide season. The inifiative was launched in support of the
community that puts their lives at risk to make a living and maintain the seafood supply chain, with
the aim of ensuring that fishermen can safely return to their families at the end of each day.

tfone s

After the acquisition of additional spectrum in the 1800 MHz band, Ufone has shown the highest
growth percentage in the LTE base and is in a sfrong position to tap the growth potential of the
industry. With an aggressive growth strategy encompassing multiple product launches, an array
of new offerings was launched during the year to target the data-savvy segment and further
enhance Ufone's data centric product portfolio.

By the end of the year 2022, total mobile subscribers have reached 193 million with a teledensity
of 86%. The key growth driver is LTE subscribers base which has shown YoY growth of 21% to reach
108 million. Competition between mobile operators is expected to remain intense where
operators continue to offer high data volume bundles in an effort to increase ARPU and achieve
growth in subscribers base.

Despite the challenges of increase in Advance Income Tax (AlT), reduction in Mobile Termination
Rates (MTR) and recent floods in the country, Ufone has registered 7.1% YoY growth in its revenue.
This growth has been achieved through investment in network, aggressive product offering
focusing on data and regional play. The year 2022 was marked with a prime focus on data
portfolio enrichment resulting in more than 40% growth in data revenue.

Ufone undertook an unprecedented rollout of 1,320 new sites, LTE infroduction on 2,895 existing
sites, LTE spectrum upgrades on 3,780 sites, deployment of 300 capacity solutfions including
sectorizations, carrier upgrades and first-time introduction of the mMIMO solution in the network.
Ufone also continued its success story with Universal Service Fund (USF) by securing further USF lots
through a highly competitive bidding process. The subsidy was secured for rollout of 411 sites in
Lasbela, Kila Saifullah, Loralai, Sibbi, National Highway & Motorways, and Gwadar. Ufone's
best-in-class mobile network experience throughout 2022 has been duly acknowledged as PTA
declared Ufone as No.1 in NPS-based QoS festing.
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Building on the promise of “It's All About U"”, Ufone launched UPower in 2022; a product in which
the consumer was given the power of choice. The product was designed to offer mulfiple
offerings at different price points catering fo the needs of various sub-segments of the target
market. A comprehensive 360-degree marketing strategy was implemented to precisely target
the audience hotspots, with digital platforms playing a prominent role. The infroduction of UPower
has strengthened Ufone's product portfolio further, due to which Ufone has been the go-to
operator for several customers in 2022.

ufone @

MORE

P OWE WITH

UPOWER

Post-spectrum acquisition, Sab Se Bari Offer (SSBO) was launched with an aim fo disrupt the
market and maximize value within the weekly product segment. SSBO was designed as an
aggressive weekly product targefing heavy data user category, a segment that was earlier
dominated by competition. SSBO offered 40GB data at the lowest price in the market along with
off-net and on-net minutes. In addition to attracting new customers to its modernized network,
SSBO managed to graduate the existing low value subscriber base to higher ARPU
denominations.

Among these multiple product launches and portfolio enhancements, Super Card held the fort
and solidified its position within the monthly category. Within the Super Card portfolio, in 2022 new
variants were launched with an aim to catfer to the growing data appetite of Super Card
subscribers. Over fime, Super Card Max has successfully replaced Super Card Plus as a category
leader in the Super Card Family in line with our “More for More” strategy.

In 2022 Ufone chalked out an aggressive strategy to improve its position within low market share
areas. 48 districts were analyzed for regional play and a disruptive offer at lowest possible price
points was launched to make inroads in competitive strongholds, with an aim to acquire
customers and build opportunity clusters. Based on the success in regional play districts, more
locations are planned to be added in the future.

UPaisa, Ufone's premium digital banking inifiative, has over the period solidified its claim of
providing banking ease to not only Ufone customers but also other mobile operators by bringing
banking to the very doorsteps of subscribers. In the year 2022, multiple steps were taken to further

enhance customer experience and drive product usage. During the year, the active customer
base grew by 90% and wallet transaction volumes increased by 25% YoY.

Ufone 4G takes pride in its Pakistani roots. To celebrate that Ufone 4G launched a unique
campaign on Independence Day during the current year that showcased the many facets of
what makes it the Best in Pakistan, while emphasizing its network strength, coverage, and
high-quality bandwidth. Ufone 4G demonstrated its unwavering dedication to serving the people
of Pakistan as a leading telecommunications provider in the country.

During the second quarter of the year, VIS Credit Rating Company assigned initial entity ratings of
‘AA-/A-1" (Double A Minus/A-One) to Ufone with outlook on the assigned ratings as ‘Stable’. This
acknowledges the financial strength of Ufone through an independent rating exercise which also
denotes high credit quality and good fundamental protection factors and is a testimony of
stakeholders’ confidence in Ufone.

PTCL and Ufone illuminated their iconic ‘Ufone Tower’ to raise awareness regarding breast
cancer. During its month-long campaign, the Group disseminated awareness messages 1o its user
base to sensitize them regarding the timely detection of this life-threatening disease. First Lady of
Pakistan Samina Alvi penned a letter to the PTCL Group to appreciate its contributions to the
campaign.
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PTCL and Ufone 4G joined hands with the National Emergency Center, the Government of
Pakistan, and UNICEF to extend its support for Polio eradication from Pakistan. The companies
created awareness by leveraging their vast network to promote vaccination against the disease,
which in case of non-vaccination can physically impair children for life. The initiative was taken to
support the Government of Pakistan's efforts to eradicate the disease and safeguard the lives
and future of children.

Post-spectrum acquisition, Ufone plans to capitalize on the strength of its network and further
improve the value proposition for its customers as well as maximize value for its shareholders.
Ufone aims to retain its class leading quality of service in the mobile industry with the target to
retain the No.1 spot in the mobile industry in ferms of Net Promoter Score (NPS) survey. Ufone is
aiming tfo add more LTE sites to its network despite the challenging economic conditions to
maintain growth momentum.
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o o WE ARE COMMITTED TO
U Microfinance Bank Limited - U Bank FIGHT POVERTY THROUGH

While the year 2022 presented itself with unprecedented challenges with respect to the ECONOMIC ENABLEMENT
i i f, i litical taint d jo- i t, th
bank outclassed fis performance in the previous years by closing fhe curren year af an alkfime OF THE UNBANKED

high in ferms of revenue, profitability, and balance sheet footing. With the mission of microfinance
atits core, 2022 witnessed crystallization of the bank’s strategy towards diversification info multiple POPU LATION OF PAKISTAN
business segments and revenue streams while ensuring capital preservation. U Bank stands
resolute in its commitment towards financial and social inclusion by capitalizing on its extensive
outreach through provision of pristine services to a heterogeneous client base across the length
and breadth of the country.

The last twelve months have been instrumental in the evolutionary journey of the bank, wherein
the bank experienced massive transformation in the segments it serves, the product platter it
offers and the revenue engines it relies on. In its quest to be reckoned with as a household brand,
the bank embarked on the road to becoming a challenger retail bank, expanding its physical
and digital outreach to include more of Pakistan.

Collateralization continued to be central to the growth strategy of the advances book. The bank
disbursed over Rs 57 bilion during the year, registering an increase of Rs 24 billion in total
disbursement from last year, in an extremely difficult and highly competitive environment. The
composition of the loan book showed consistent improvement in terms of risk profile of the various
asset classes spread over varying tenors.

The treasury book of the bank catapulted into a large revenue and profit generating arm for the
bank. It largely remained focused on investments in government securities and A/A+ rated 2 .

instfruments. The bank’s timely diversification of assets created a protective shield against the e G : e

inherent challenges with respect fo credit and market risk. g 7 ]

ATM Metwork

U Bank closed at an ever-high funding position of Rs 210 billion, with deposits standing at a
staggering Rs 92 billion and borrowings at Rs 118 billion. The exposure undertaken by the creditors 0@
against the bank is a testament to the strength of the bank’s balance sheet, superior quality of its @ = e
asset profile, diversification in its funding sources and most importantly the credibility of the bank o g @
in the market.

Corporate Banking Solution
In 2022, the bank made history by launching Shariah-compliant banking services, leveraging the
power of thirty fully operational Islamic Banking branches. With huge unmet demand for this S & =B
variant of banking, U Bank is all set to capitalize on this immense opportunity. -

= S =

The Corporate, Urban and Digital canvases took their distinct forms during the year, each set to Elome Radrittanea Internet & Mobile Banking

become significant contributors towards revenue and profitability in the years to follow. The
long-term ambition of the bank is to expand its outreach to millions of customers by banking on
digital and physical channels through conventional as well as shariah modes of banking.

(5

Digital Loan Acquiring

microfinance

The culmination of all these activities resulted in the fotal asset base of the bank doubling in the
year 2022 to an astounding Rs 221 billion from Rs 104 billion in last year. While aggressive growth

remained the mainstay of the bank’s strategy, diversification, risk mitigation and capital ‘ an
preservation contfinued to be at its core. The VIS Credit Rating Company Limited, based on the

bank’s financial position, has reaffrmed the entity rating of “A-1" (A One) for the short ferm and
“"A+" for the long term, with outlook assigned as “Stable”. Pakistan Credit Rating Agency (PACRA)
also upgraded the assigned ratings to “*A-1" (A One) for the short term and, “A+" for the long term
with a “Stable” outlook.

We stand at the forefront of fighting poverty through the economic enablement

of the unbanked population of Pakistan. Our expanding geographical footprint is
a testament to our commitment to serving the underserved.
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DVCOM Data, a 100% owned subsidiary of PTCL, possesses a 5 MHz spectrum in the 1900 MHz
band. To realize synergies within the PTCL Group, the said spectrum is used through a commercial
arrangement with PTCL to supplement the wireless broadband services of PTCL.

Smart Sky is a wholly owned subsidiary of PTCL which was originally incorporated to provide
Direct-To-Home (DTH) entertainment services. The company was not able to acquire the license
for DTH services.

GOVERNANCE

The Company has complied with all the material requirements of the Listed Companies (Code of
Corporate Governance) Regulations, 2019 (hereinafter referred to as “the Regulations”) as well as
Pakistan Stock Exchange Regulations (“PSX Regulations”). The Directors confirm the following in
compliance of the referred Regulations:

J The vision and mission statement, corporate values and overall corporate strategy for the
Company are prepared, adopted, and reviewed, as and when deemed appropriate by
the Board.

U A formal code of conduct is in place and put on the Company's website.

U Adequate systems and controls, including whistle-blowing policy, are in place for
identification and redressal of grievances arising from unethical practices.

. The system of internal control, including financial control, is sound in design and has been
effectively implemented and monitored.

. Decisions on all material fransactions and or significant matters are taken by the Board of
Directors and the management per the delegation of powers approved by the Board.

A complete record of particulars of significant policies along with the dates on which they
were approved or amended has been maintained.

U There has been no material departure from the best practices of corporate governance,
as detailed in the Regulations.

J The financial statements prepared by the management of the Company fairly present its
state of affairs, the results of its operations, its cash flows, and its changes in equity.

J Proper books of accounts of the Company have been maintained.

Appropriate accounting policies have been consistently applied in preparation of the
financial information and accounting estimates are based on reasonable and prudent
judgment.

International Financial Reporting Standards, as applicable in Pakistan, have been followed
in preparation of the financial information and in case of any departure therefrom, the
same has been adequately disclosed.

There are no significant doubts about the Company’s ability to continue as a going concern.

The Audit Committee has recommended the appointment of KMPG Taseer Hadi & Co.,
Chartered Accountants, as auditors of the Company for the financial year ending
December 31, 2023 and the Board has endorsed the same.

Information regarding outstanding faxes and levies is disclosed in the notes to the
financial statements.

Detail of aggregate amount of remuneration of Directors including perquisites and
benefits efc. has been disclosed in note 40 fo the financial statements.

Detail of related party fransactions has been disclosed in note 44 1o the financial statements.

Statement of Value of Investments in respect of employees’ retirement plans has been
disclosed in note 8.4 to the financial statements.

A formal and effective mechanism is put in place for an annual evaluation of the Board’s
own performance and of its committees.

The Chairman of the Board, at the beginning of the term of each Director, issued a letter
to such Director sefting out his role, obligations, powers and responsibilities, remuneration
and entitlement in accordance with the Companies Act, 2017, the Company's Articles
of Association and policies.

The Board of Directors has approved the Directors’ Remuneration Policy, which is in line
with best corporate and governance practices. The Directors receive a fee for attending
the meetings of the Board and its sub-Committees. The Board ensures that the
remuneration / fee of the Directors and Chairman shall not be at a level that could be
perceived to compromise theirindependence and that the Directors’ remuneration shall
encourage value creation within the Company.

During the year, a Directors Training Program for the prescribed certification was arranged.
Besides, a manual to acquaint the Directors with their role, obligations, powers, and
responsibilities, was also provided to them.

The Board of Directors for the purposes of clauses 5.6.1 and 5.6.4 of the PSX Regulations has
set the threshold of Company’s employees considered as ‘Executive’.
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The Board of Directors (“Board”) comprises nine Members. Pursuant to the provisions of the
Shareholders Agreement between the President of Pakistan on behalf of the Government of
Pakistan (“GOP") and Etisalat International Pakistan (“Strategic Investor”), as well as the Arficles of
Association of the Company, the GOP nominates four (04) Members on the Board of the
Company, while Strategic Investor nominates five (05) Members. The present Board consists of
nine (9) directors as follows:

Male: Nine
Female: None

The composition of the Board is as follows:

i Independent Directors None

. Mr. Mohsin Mushtag Chandna, Chairman
. Mr. Abdulrahim A. Al Nooryani

. Mr. Homed Yagoob Sheikh

. Mr. Hatem Dowidar

. Dr. Iram Anjum Khan

. Mr. Mikhail Gerchuk

. Mr. Ahad Khan Cheema

. Dr. Mohamed Karim Bennis

. Mr. Burak Sevilengul

iii Executive Directors None

ii Non-Executive Directors

NO 00O NONOr AN WN —

iv Female Directors None

Further, during the year, the following persons were members of the Board:

* Dr. Muhammad Sohail Rajput * Mr. Ahad Khan Cheema

* Mr. Mohsin Mushtag Chandna * Mr. Abdulrahim A. Al Nooryani
e Mr. Hassan Nasir Jamy e Mr. Hatem Dowidar

* Dr. Iram Anjum Khan * Dr. Mohamed Karim Bennis

e Mr. Yusuf Khan e Mr. Khalifa Al Shamsi

e Mr. Homed Yagoob Sheikh e Mr. Mikhail Gerchuk

* Syed Hussnain Abbas Kazmi * Mr. Burak Sevilengul

The Directors, CEO and Executives, do not hold any interest in the shares of the Company other
than that disclosed in the pattern of shareholding.

The ‘Closed Period’, prior to the announcement of interim/final results, was determined, and
business decisions, which may materially affect the market price of Company’s securifies, were
determined, and infimated to Directors, employees, and the stock exchange. Material/price
sensitive information was disseminated among all market participants through the stock
exchange.

Compliance statement with the Listed Companies (Code of Corporate Governance)
Regulations, 2019 and Auditors Review thereon by statutory auditors are part of this report.
Chairman’s Review, Notice of Annual General Meeting, historical business indicators, composition
of the Audit Committee; the Human Resource & Remuneration Committee; the Investment &
Finance Committee, the number of Board Meetings, attendance of Directors, and Shareholding
Pattern are also part of this report.

MANAGEMENT

Enterprise Risk Management (ERM) is at the heart of PTCL's strategy execution, considering the
ever-changing risk landscape and voldtility of the operating environment. The importance of
dynamically identifying, evaluating, and mitigating critical risks is increasing with time. Failure to
manage these risks proactively could affect the success of our strategy, customer experience,
reputation, financial position, and capacity to pay dividends.

The Board, through the Audit Committee, regulates the ERM of PTCL so that ERM practices are
integrated into the decision-making process. For this purpose, the ERM policy and framework are
in place that frack the Company’s risk profile which is constantly monitored through identification
and assessment of possible adverse impact of risks on PTCL's business. We align our risk
management strategies with infernational best practices, drawing from Gartner insights, COSO
framework principles, and the ISO 31000 guidelines.

Key risks with the potential to adversely impact Company’s ability fo achieve its strategic targets
are as following:

Ongoing litigations

Competition from other operators

Negative forex fluctuations

Liguidity and interest rate risks

Occupational, health and safety hazards

Tax recoverable and related outstanding cases

In coordination with internal and external stakeholders, PTCL contfinuously evaluates the possible
impact of these risks along with the emerging risks and takes all needed measures to
mitigate/reduce the impact, in line with its risk appetite.

FORWARD

The year 2023 is shaping up to be a challenging year for all telecom operators. Hike in energy
prices, increase in the cost of finance and devaluation of Pak Rupee coupled with LC restrictions
are factors that are a grave cause of concern for operators as they limit their ability to execute
planned network rollout. Higher inflation and increasing costs of doing business are eroding the
profitability of the sector. In a fiercely competitive industry, telecom operators are looking to boost
their Average Revenue Per User (ARPU) significantly, as a crucial element to sustain their business.
Both fixed line and mobile operators are aiming to migrate their subscriber base to higher ARPU
packages while maintaining the quality of service.

In the long term, Pakistan's demographics will continue to fuel growth in the telecom sector. Data
demand will keep increasing exponentially in the medium fo long term as the nation converges
tfowards digital platforms, while at the same time, the government and large enterprises continue
to digitalize their operations. Telecom operators are ideally positioned to reap the benefits arising
out of the opportunities which these developments offer.

PTCL in the year 2023 and beyond, will continue to extend its FTTH footprint and upgrade the
service quality of its copper network to maintain dominance in the fixed broadband segment.
Moreover, PTCL is targeting to further strengthen its existing long-haul fiber by adding network
resilience and extending its reach to the underserved areas. PTCL is also currently investing in
Africa-1 submarine cable which would enable it fo meet the natfion’s ever growing data demand
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in both retail and business services segments. PTCL's business solufion segment is aiming fo
become a digital pioneer in the country and offer a suite of managed services to both public and
private sectors.

PTCL Group is the only group in Pakistan that operates a vast fixed and mobile telecom network,
as well as microfinance banking operations, spanning the enfire length and breadth of the
counfry. Its distinctive range of assets and capabilities serves as the foundation for the country to
establish a fully functional digital ecosystem. PTCL Group aims to confinue expanding ifs existing
services while adding more services to its portfolio to become the preferred business partner for
small, medium, and large sized enterprises.

ACKNOWLEDGEMENTS

The Board of Directors of the Company would like to thank all our customers, suppliers,
confractors, service providers, stakeholders, and shareholders for their continued support.

We would also like to appreciate the hard work, diigence, and dedicated efforts of our
employees across the country who ensured provision of seamless services besides enabling the
Company to successfully face the challenges of a highly competitive operating environment. We
would also like fo express our special thanks to the Government of Pakistan and e& Group for their
continued support and encouragement in striving to achieve the objective of enhancing
shareholders’ value.

On behalf of the Board of Directors

President and Group Chief Executive Officer Chairman PTCL Board

Islamabad: February 15, 2023

PTCL provides high-speed internet access to all mobile operators of the
country through its FTTT services.
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Audit Committee

1. Dr. Mohamed Karim Bennis, Chairman
2. Mr. Abdulrahim A. Al Nooryani

3. Mr. Mohamed Dukandar

4. Mr. Ahad Khan Cheema

5. Dr. Iram Anjum Khan

Total 05 Meetings of the Audit Committee were
held during the Financial Year ended December
31, 2022.

Dr. Mohamed Karvim Bennis
Mr. Abdulrahim A. Al Nooryani
Mr. Mohamed Dukandar

Mr. Hamed Yaqgoob Sheikh
Mr. Ahad Khan Cheema

Mr. Hassan Nasir Jamy

Dr. Iram Anjum Khan

IO (Co) [l —
W N — N O OO

¢ Recommends to the Board in approving Company'’s
financial statements and appointment of External
Auditors.

e Reviews the scope of internal confrol.

¢ Monitors statutory and corporate governance
compliances.

e Determines the appropriate measures to safeguard
Company'’s assefts.

e Reviews enterprise risk management processes,
exposures and recommends appropriate policies to
the Board.

e Reviews / recommends significant policies and
Company's delegation of fiduciary powers.

e Oversees tfax and fiscal exposures.

* Discuss major internal audit findings with external
auditors.

e Reviews whistle blowing material cases.
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Human Resource &
Remuneration Committee

Mr. Abdulrahim A. Al Nooryani, Chairman
Mr. Mikhail Gerchuk

Mr. Burak Sevilengul

Mr. Ahad Khan Cheema

Dr. Iram Anjum Khan

OnfES]| RS =

Total 05 Meetings of the HR & R Committee were
held during the Financial Year ended December
31, 2022.

1 Mr. Abdulrahim A. Al Nooryani
Mr. Hatem Dowidar

2 Mr. Burak Sevilengul
3 Mr. Khalifa Al Shamsi
Mr. Mikhail Gerchuk
4 Mr. Hamed Yaqgoob Sheikh

Mr. Ahad Khan Cheema
5 Mr. Hassan Nasir Jamy
Dr. Iram Anjum Khan

WNDNWWNNWOM

¢ Reviews / recommends development,

maintenance of long-term HR policies, effective
employee development programs, appropriate
compensation & benefit plans and good
governance model in line with statutory requirements
as well as best practices of good corporate
governance.

Ensures that the governance, HR policies

and procedures are aligned with the strategic vision
and core objectives of the Company.

Provides leadership and guidance for

the organizational transformation required to achieve
Company'’s corporate objectives.
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Investment & Finance
Committee

Composition as at February 15, 2023

. Mr. Mikhail Gerchuk, Chairman
. Dr. Mohamed Karim Bennis

. Mr. Burak Sevilengul

. Mr. Homed Yagoob Sheikh

. Dr.Iram Anjum Khan

Attendance

Total 5 Meetings of the Investment and Finance
Committee were held during the Financial Year
ended December 31, 2022.

Sr. Name of Director-Member Attendance
Mr. Hatem Dowidar 3

Mr. Burak Sevilengul

Dr. Mohamed Karim Bennis

Mr. Khalifa Al Shamsi

Mr. Mikhail Gerchuk

Mr. Hamed Yagoob Sheikh

Mr. Hassan Nasir Jamy

Dr. Iram Anjum Khan

1

2
5
4
5

Functions

* Reviews/recommends the
Company’'s annual budgets and business plans,
Company's tfreasury policies and framework
including investment / divestment strategy,
financial risk management strategy and rules,
execution of mergers and acquisition strategy,
procurement policy and procedures, investment
projects encompassing expansions and new
technologies based on evaluation measurement
indicators and Company's capital structure
strategy including external funding requirements.

e Evaluates Company’s dividend policies
with regards to regulatory provisions and
Company'’s funding and working capital
requirements.
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PTCL Board

Composition and Attendance

Total 05 Board Meetings were held during the
Financial Year ended December 31, 2022.

Sr. Name of Director

1.
2.

Dr. Muhammad Sohail Rajput
Mr. Mohsin Mushtag Chandna
Mr. Haomed Yagoob Sheikh
Mr. Hassan Nasir Jamy

. Dr.Iram Anjum Khan

Syed Hussnain Abbas Kazmi

" Mr. Ahad Khan Cheema

. Mr. Abdulrahim A. Al Nooryani
. Mr. Hatem Dowidar

. Mr. Burak Sevilengul

Mr. Khalifa Al Forah Al Shamsi

* Mr. Mikhail Gerchuk
. Dr. Mohamed Karim Bennis

Porifolio

Chairman

Member

Member

Member

Member
Member
Member

Member

Member

Attendance

2

OO WN OO N —WN oW

"

Connecting Pakistan to the world, PTCL is a member of 4 international
submarine cable consortiums handling most of the internet traffic coming

in or going out of Pakistan.



Statement of Compliance with Listed Companies
(Code of Corporate Governance) Regulations,

2019 (“The Regulations™)

The Company has complied with the requirements of the Regulations in the following manner:

1. The total number of Directors are nine as per the following:

a. Male: Nine
b. Female: None

2. The composition of the Board of Directors (the “Board”) is as follows:

i) Independent Directors None

. Mr. Mohsin Mushtag Chandna, Chairman
. Mr. Abdulrahim A. Al Nooryani
. Mr. Homed Yagoob Sheikh

. Mr. Hatem Dowidar

. Dr. Iram Anjum Khan

. Mr. Mikhail Gerchuk

. Mr. Ahad Khan Cheema

. Dr. Mohamed Karim Bennis

. Mr. Burak Sevilengul

i) Executive Directors None

iv) Female Directors None

ii) Non-Executive Directors

NO 00 NON O NN —

3. The Directors have confirmed that none of them is serving as a director on more than seven
listed companies, including this Company.

4. The Company has prepared a Code of Conduct and has ensured that appropriate steps
have been taken to disseminate it throughout the Company along with its supporting
policies and procedures.

5. The Board has developed a vision/mission statement, overall corporate strategy and
significant policies of the Company. The Board has ensured that complete record of
particulars of the significant policies along with their date of approval or updating is
maintained by the Company.

6. All the powers of the Board have been duly exercised, and decisions on relevant matters
have been taken by the Board/ shareholders as empowered by the relevant provisions of
the Companies Act, 2017 (the “Act”) and the Regulations.

7. The meetings of the Board were presided over by the Chairman. The Board has complied
with the requirements of the Act and the Regulations with respect to frequency, recording
and circulating minutes of meeting of the Board.
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8. The Board has a formal policy and transparent procedures for remuneration of Directors in
accordance with the Act and the Regulations.

9. The Board has arranged Directors’ Training program for the following:
Dr. Iram Anjum Khan

10. The Board has approved appointment of Chief Financial Officer (“CFO”), Company Secretary and
Head of Internal Audit, including their remuneration and terms and conditions of employment and
complied with relevant requirements of the Regulations.

11. The CFO and the Chief Executive Officer (“CEQ") duly endorsed the financial statements before
approval of the Board.

12. The Board has formed committees comprising members given below:

1. Dr. Mohamed Karim Bennis, Chairman 1. Mr. Abdulrahim A. Al Nooryani, Chairman
2. Mr. Abdulrahim A. Al Nooryani 2. Mr. Mikhail Gerchuk

3. Mr. Mohamed Dukandar 3. Mr. Burak Sevilengul

4. Mr. Ahad Khan Cheema 4. Mr. Ahad Khan Cheema

5. Dr. Iram Anjum Khan 5. Dr. Iram Anjum Khan

. Mr. Mikhail Gerchuk, Chairman
. Dr. Mohamed Karim Bennis

. Mr. Burak Sevilengul

. Mr. Hamed Yagoob Sheikh

. Dr. Iram Anjum Khan

O BN GO N =

13. The terms of reference of the aforesaid committees have been formed, documented and
advised to the committees for compliance.

14. The frequency of meetings (quarterly/half yearly/ yearly) of the committee were as per following:

The frequency of meetings is on quarterly basis and as per the requirement of the Company.
Total five meetings were held during year 2022.

The frequency of meetings is on quarterly basis and as per the requirement of the Company.
Total five meetings were held during year 2022.

The frequency of meetings is on quarterly basis and as per the requirement of the Company.
Total five meetings were held during year 2022.

15. The Board has set up an effective internal audit function.
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16. The statutory auditors of the Company have confimed that they have been given a
satisfactory rating under the Quality Control Review program of the Institute of Chartered
Accountants of Pakistan (“ICAP”); and registered with Audit Oversight Board of Pakistan, that
they and all their partners are in compliance with International Federation of Accountants
("IFAC") guidelines on code of ethics as adopted by the ICAP; and that they and the partners of
the firm involved in the audit are not a close relative (spouse, parent, dependent and
non-dependent children) of the CEO, CFO, Head of Internal Audit, Company Secretary or
Director of the Company.

17. The statutory auditors or the persons associated with them have not been appointed to provide
other services except in accordance with the Act, the Regulations or any other regulatory
requirement and the auditors have confirmed that they have observed IFAC guidelines in this
regard.

5
L
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18. We confirm that all requirements of Regulations 3, 6, 7, 8, 27, 32, 33 and 36 of the Regulations have
been complied with. With regards to Regulations 6, 7, 27 (1)(i). 27 (1)(ii), 28 (1) and 28 (2)., we
explain as follows:

B

The Board comprises nine members. Pursuant to the provisions of the Shareholders
Agreement between the President of Pakistan on behalf of the Government of Pakistan
("GOP”) and Efisalat International Pakistan (“Strategic Investor”) and the Articles of
Association of the Company, the GOP nominates four (04) Members, while Strategic Investor
nominates five (05) Members.

19. The Company routinely arranges Directors’ training whenever required. The current Board is not
fully certified due to recent changes in its composition post-election of directors.

President and Group Chief Executive Officer Chairman PTCL Board

Islamabad: February 15, 2023

CICICK:

Parental Lock rau:a & Rewind Video on Rent Digllul numrw ™ an
Live TV Channels Demand

Providing over 120+ live channels from across the globe with features like

rewind, pause, and play, PTCL Smart TV has something for everyone. You can
watch your favorite dramas, movies, cartoons, or infotainment programs at
your convenience.
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Independent AUd“'OfS’ ReVieW Repor‘l' Reference Description

i Paragraph 18 Board of Directors has not yet elected an independent director and
a female director.

i Paragraph 19 As at 30 June 2022 all members of the Board of Directors had not
acquired the prescribed certification under a director fraining
program.

Ume T = Mo q

Chartered Accountants

Islamabad
We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of Date: April 7, 2023
Corporate Governance) Regulations, 2019 (the Regulations) prepared by the Board of Directors UDIN: CR202210111xCGVAUTS8

of Pakistan Telecommunication Company Limited for the year ended December 31, 2022 in
accordance with the requirements of regulation 36 of the Regulations.

The responsibility for compliance with the Regulations is that of the Board of Directors of the
Company. Our responsibility is to review whether the Statement of Compliance reflects the status
of the Company's compliance with the provisions of the Regulations and report if it does not and
fo highlight any non-compliance with the requirements of the Regulations. A review is limited
primarily to inquiries of the Company's personnel and review of various documents prepared by
the Company to comply with the Regulations.

As a part of our audit of the financial statements we are required to obtain an understanding of the
accounting and internal control systems sufficient to plan the audit and develop an effective
audit approach. We are not required to consider whether the Board of Directors' statement on
internal control covers all risks and controls or to form an opinion on the effectiveness of such
internal controls, the Company's corporate governance procedures and risks.

The Regulations require the Company to place before the Audit Committee, and upon
recommendation of the Audit Committee, place before the Board of Directors for their review
and approval, its related party fransactions. We are only required and have ensured compliance
of this requirement to the extent of the approval of the related party fransactions by the Board of
Directors upon recommendation of the Audit Committee.

Based on our review, nothing has come to our attention which causes us to believe that the
Statement of Compliance does not appropriately reflect the Company's compliance, in all
material respects, with the requirements contained in the Regulations as applicable to the
Company for the year ended December 31, 2022.

Further, we highlight below instances of non-compliance with the requirements of the Regulations
as reflected in paragraph 18 and 19 of the Statement of Compliance:
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INDEPENDENT AUDITORS’ REPORT

To the members of Pakistan Telecommunication Company Limited
FOR THE YEAR ENDED DECEMBER 31, 2022

Report on the Audit of the Financial Statements
Opinion

We have audited the annexed separate financial statements of Pakistan Telecommunication Company Limited (the Company),
which comprise the statement of financial position as at December 31, 2022, and the statement of profit or loss, the statement
of comprehensive income, the statement of changes in equity, the statement of cash flows for the year then ended, and notes
to the financial statements, including a summary of significant accounting policies and other explanatory information, and we
state that we have obtained all the information and explanations which, to the best of our knowledge and belief, were necessary
for the purposes of the audit.

In our opinion and to the best of our information and according to the explanations given to us, the statement of financial
position, statement of profit or loss, the statement of comprehensive income, the statement of changes in equity and the state-
ment of cash flows together with the notes forming part thereof conform with the accounting and reporting standards as appli-
cable 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 December 31, 2022 and of the profit, the
comprehensive income, the changes in equity and its cash flows for the year then ended.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable in Pakistan. Our responsi-
bilities under those standards are further described in the Auditors’ Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Company in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional 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.

Emphasis of Matter

We draw attention to Note 15.9 to the financial statements, which describes that the matters relating to certain employees’ rights
under the PTCL pension scheme are pending with various courts. The ultimate outcome of these matters cannot presently be
determined and, accordingly, no provision for any effects on the Company that may result has been made in the financial state-
ments. Our opinion is not modified in respect of this matter.

INDEPENDENT AUDITORS’ REPORT

To the members of Pakistan Telecommunication Company Limited
FOR THE YEAR ENDED DECEMBER 31, 2022

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the financial
statements of the current period. These matters were addressed in the context of our audit of the financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters.

I\?(r). Key audit matters How the matter was addressed in our audit
1. Revenue recognition Our audit procedures to assess the recognition of revenue,
amongst others, included the following:
Refer notes 5.19 and 29 to the financial N ) )
statements. « Obtaining an understanding of the process relating to
recognition of revenue and testing the design,
The Company has reported revenue amounting implementation and operating effectiveness of key
to Rs. 83,443 million for the year ended internal controls over recording of revenue including
December 31, 2022. The Company provides testing key automated application and general
telecommunication services in which there is information technology controls;
an inherent risk arouad ltThe 'chcuracy of « Test the completeness and accuracy of relevent revenue
revenue recorded .by the billing systems reports generated from the billing systems and
given the complexity of the systems and the reconciling those with the financial statements;
significance of volumes of data processed by
the systems. « Comparing a sample of transactions comprising of
. N N various revenue streams recorded during the year with
We identified recognition of revenue as a key relevant underlying supporting documents and cash
audit matter because revenue is one of the key receipts;
performance indicator of the Company and
gives rise to an inherent risk that revenue could |  Assessing the appropriateness of accounting policies for
be subject to misstatement to meet revenue recognition for compliance with applicable
expectations or targets. financial reporting framework including application to the
amounts recognized during the year;
Inspecting manual journal entries relating to revenue
recognized during the year and the corresponding
underlying documentation for those journal entries which
were considered to be material or met certain specified
risk-based criteria; and
« Considering the appropriateness of disclosures in the
financial statements.
2. Income tax recoverable Our audit procedures in relation to the matter included:
Refer notes 5.23 and 25 to the financial « Assessing the reasonableness of the management
statements. assessment in respect of recoverability of income tax
refundable thorough our tax specialist;
As at December 31, 2022, income tax
recoverable is stated at Rs. 21,136 million. The « Reviewing the status of significant pending tax matters,
Company has a significant amount of income including the Company’s assessment of the potential
tax refundable arising mainly from payments of liabilities;
gﬁg?i&;xbg; s;(faiszszggéfgitjél'ab'gt.'es e Comparing refund applications filed for refund of tax
. penaing relating to preceding years with the amounts recorded in
at different appellate forums. the financial statements:
Beoause of the §|gplf|canoe .Of the ar.”OU”t gnd e Inspecting correspondence with tax authorities to identify
mhergnt unc.ertamtlles ag,socnated, this requires any pending taxation matters relating to the years to which
special audit consideration. the refund relates: and
e« Assessing adequacy of disclosures in the financial
statements.
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INDEPENDENT AUDITORS’ REPORT

To the members of Pakistan Telecommunication Company Limited
FOR THE YEAR ENDED DECEMBER 31, 2022

Sr
No.

Key audit matters

How the matter was addressed in our audit

3.

Investment in Pak Telecom Mobile Limited — a
subsidiary company (PTML)

Refer notes 5.12 and 19 to the financial
statements.

The Company has an investment in PTML
aggregating to Rs. 39,500 million, which
includes Rs. 13,000 million invested during the
year.

The Company has performed an impairment
assessment by comparing the carrying value of
its investment as at 31 December 2022. We
identified determination of recoverable amount
as Key Audit Matter as changes in the
assumption used can lead to significant
changes in assessment of the recoverable
amount.

Our audit procedures in relation to the matter, amongst others,
included the following:

o Compared data in the management impairment
assessment including forecasted revenue, operating
expenses and capital expenditure is consistent with the
financial projection prepared by management pf PTML;

o« Challenged management’s assumptions and obtain
supporting evidence for the short-term growth rates and
long-term steady growth rate to arrive at terminal value
used in cash flow model; and

« Involved our valuation specialist to assist us in evaluating
management’s impairment assessment methodology and
calculations contained within the discounted cash flow
forecasts including the appropriateness of the assumption
used in the assesmnet.

Acquisition of property, plant and equipment

Refer notes 5.10 (a) and 16 to the financial
statements.

The Company has recognised additions to
property, plant and equipment amounting to
Rs. 22,063 million during the current year. The
Company continues to incur capital
expenditure in connection with the expansion
of its network coverage and improvements to
network quality.

The initial recognition and classification of
property, plant and equipment and certain
elements of expenditure as either assets or
expenses involves subjective judgments or
uncertainties.

Our audit procedures in relation to the matter, amongst others,
included the following:

e Assessing the design, implementation and operating
effectiveness of key internal controls over capitalization of
property, plant and equipment including transfers from
capital work in progress to operating fixed assets;

« Comparing, on sample basis, costs capitalized during the
year with underlying supporting documentation;

o Assessing the nature of cost incurred meet the criteria for
capitalization under accounting framework;

« Comparing, on sample basis, the cost of completed
projects from capital work in progress to operating fixed
assets with  supporting documentation including
completion certificates, where relevant, and comparing
the date of capitalization with supporting documentation;

o« Tested the completeness and accuracy of fixed asset
register and inspected its reconciliation with general
ledger balances; and

e Scanned repair and maintenance ledger to identify any
items that may meet the capitalization criteria.
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INDEPENDENT AUDITORS’ REPORT

To the members of Pakistan Telecommunication Company Limited
FOR THE YEAR ENDED DECEMBER 31, 2022

Information Other than the Financial Statements and Auditors’ Report Thereon

Management is responsible for the other information. Other information comprises the information included in the annual report
for the year ended December 31, 2022 but does not include the financial statements and our auditors’ report thereon.

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

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained in the
audit or otherwise appears to be materially misstated. If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of Management and Board of Directors for the Financial Statements

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

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

Board of directors are responsible for overseeing the Company'’s financial reporting process.
Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditors’ 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 mate-
rial if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional judgment and maintain profes-
sional 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.

o 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.

o 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 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 auditors’ report to the related disclosures in the financial statements or, if such disclosures are inade-
quate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditors’
report. However, future events or conditions may cause the Company to cease to continue as a going concern.

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

To the members of Pakistan Telecommunication Company Limited
FOR THE YEAR ENDED DECEMBER 31, 2022

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

We also provide the board of directors with a statement that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and other matters that may reasonably be thought to bear on
our independence, and where applicable, related safeguards.

From the matters communicated with the board of directors, we determine those matters that were of most significance in the

audit of the financial statements of the current period and are therefore the key audit matters. We describe these matters in our

auditors’ report unless law or regulation precludes public disclosure about the matter or when, in extremely rare circumstances,

we determine that a matter should not be communicated in our report because the adverse consequences of doing so would

reasonably be expected to outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

Based on our audit, we further report that in our opinion:

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

b) the statement of financial position, the statement of profit or loss, the statement of comprehensive income, the statement
of changes in equity and the statement of cash flows together with the notes thereon have been drawn up in conformity

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

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

d) No zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980).

The engagement partner on the audit resulting in this independent auditors’ report is Atif Zamurrad Malik.

Ume I = Mo q

KPMG Taseer Hadi & Co.
Chartered Accountants

Islamabad

Date: April 7, 2023
UDIN: AR202210111yzYBpxgNG
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STATEMENT OF
FINANCIAL POSITION

AS AT DECEMBER 31, 2022

STATEMENT OF
FINANCIAL POSITION

AS AT DECEMBER 31, 2022

2022 2021 2022 2021
Note Rs ‘000 Rs ‘000 Note Rs ‘000 Rs ‘000
Equity and liabilities Assets
Equity
Non-current assets
Share capital and reserves
Share capital 6 51,000,000 51,000,000 Property, plant and equipment 16 131,489,641 121,507,885
Right of use assets 17 1,777,706 2,085,452
Revenue reserves Intangible assets 18 1,445,264 1,866,109
General reserve 27,497,072 27,497,072 134,712,611 125,459,446
Unappropriated profit 29,556,957 21,156,077
57,054,029 48,653,149 Long term investments 19 44,736,284 30,736,284
108,054,029 99,653,149 Long term loans and advances 20 17,432,860 9,077,445
Contract cost 21 644,804 580,895
Liabilities 197,526,559 165,854,070
Current assets
Non-current liabilities
Deferred income tax 7 1,898,305 2,897,782 Stores and spares 22 7,636,587 5,575,040
Employees retirement benefits 8 29,208,130 27,065,257 Contract cost 21 1,934,409 1,742 684
Deferred government grants 9 14,205,487 8,618,967 Trade debts and contract assets 23 39,293,476 27,936,723
Long term loans from banks 10 22,379,981 - Loans and advances 24 8,091,983 4,931,477
Contract liabilities 1,885,020 1,649,806 Income tax recoverable 25 21,138,370 18,548,005
Lease liabilities 11 1,271,634 1,307,056 Receivable from Government of Pakistan 26 2,164,072 2,164,072
70,848,557 41,538,868 Prepayments and other receivables 27 21,689,431 16,427,088
Current liabilities Cash and bank balances 28 5,684,955 2,556,154
107,633,283 79,881,243
Trade and other payables 12 124,932,591 103,320,087
Short term running finance 13 92,582 -
Security deposits 14 606,424 591,137
Unclaimed dividend 209,814 210,317
Current maturity of lease liabilities 11 347,459 421,755
Current portion of long term loans from banks 10 68,386 -
126,257,256 104,543,296
Total equity and liabilities 305,159,842 245,735,313 Total assets 305,159,842 245,735,313
Contingencies and commitments 15
The annexed notes 1 to 47 are an integral part of these financial statements.
N\N\T\' E\x\wJ
Chief Financial Officer President & CEO Chairman Chief Financial Officer President & CEO Chairman
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STATEMENT OF
PROFIT OR LOSS

FOR THE YEAR ENDED DECEMBER 31, 2022

2022 2021

Note Rs ‘000 Rs ‘000
Revenue 29 83,443,998 76,853,090
Cost of services 30 (65,211,315) (60,320,343)
Gross profit 18,232,683 16,532,747
Administrative and general expenses 31 (7,823,757) (7,382,836)
Selling and marketing expenses 32 (3,821,196) (3,511,994)
Impairment loss on trade debts and contract assets 23.3 (1,707,110) (1,469,679)
(13,352,063) (12,364,509)
Operating profit 4,880,620 4,168,238
Other income 33 10,803,627 5,852,786
Finance and other costs 34 (2,171,733) (339,363)
Profit before tax 13,512,514 9,681,661
Taxation 35 (4,459,130) (2,807,684)
Profit after tax 9,053,384 6,873,977
Earnings per share - basic and diluted (Rupees) 36 1.78 1.35

The annexed notes 1 to 47 are an integral part of these financial statements.
Chief Financial Officer Chairman

President & CEO
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STATEMENT OF
COMPREHENSIVE INCOME

FOR THE YEAR ENDED DECEMBER 31, 2022

2022 2021
Rs ‘000 Rs ‘000
Profit for the year 9,053,384 6,873,977
Other comprehensive income for the year
Items that will not be reclassified to statement of profit or loss:

Remeasurement gain / (loss) on employees retirement benefits 323,436 (1,733,286)

Tax effect (106,734) 502,653
Other comprehensive income / (loss) for the year - net of tax 216,702 (1,230,633)
Total comprehensive income for the year 9,270,086 5,643,344
The annexed notes 1 to 47 are an integral part of these financial statements.
Chief Financial Officer Chairman

President & CEO
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STATEMENT OF
CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2022

| 83 ANNUAL REPORT 2022

2022 2021
Note Rs ‘000 Rs ‘000
Cash flows from operating activities
Cash generated from operations 38 27,414 969 30,174,677
Payment to Pakistan Telecommunication Employees Trust (PTET) (822,813) (807,959)
Payment to PTCL Employees Gratuity Fund (308,994) -
Employees retirement benefits paid (1,829,919) (1,890,455)
Advances from customers 394,788 282,121
Income tax paid (1,922,604) (1,894,935)
Net cash inflows from operating activities 22,925,427 25,863,449
Cash flows from investing activities
Capital expenditure (25,881,242) (22,145,159)
Acquisition of intangible assets (201,042) (923,174)
Proceeds from disposal of property, plant and equipment 2,596,853 986,240
Addition to contract cost (3,989,450) (3,686,946)
Investment in Pak Telecom Mobile Limited (13,000,000) (13,000,000)
Investment in U Microfinance Bank Limited (1,000,000) -
Return on long term loans and short term investments 1,227,695 1,416,598
Subordinated long term loan to Pak Telecom Mobile Limited (11,500,000) -
Repayment of subordinated loans - Pak Telecom Mobile Limited 1,750,000 -
Repayment of subordinated loans - U Microfinance Bank Limited 1,000,000 -
Government grants received 6,767,876 2,846,045
Long term loans and advances 190,127 (137,116)
Dividend income - U Microfinance Bank Limited 195,286 -
Net cash used in investing activities (41,843,897) (34,643,512)
Cash flows from financing activities
Dividend paid (503) (1,194)
Long term loan from banks - net of transaction costs 22,448,367 -
Lease liabilities 39.1 (493,175) (639,190)
Net cash from / (used in) financing activities 21,954,689 (640,384)
Net increase/ (decrease) in cash and cash equivalents 3,036,219 (9,420,447)
Cash and cash equivalents at the beginning of the year 2,556,154 11,976,601
Cash and cash equivalents at the end of the year 39 5,592,373 2,556,154
The annexed notes 1 to 47 are an integral part of these financial statements.
Chief Financial Officer Chairman

President & CEO
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STATEMENT OF
CHANGES IN EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2022

Issued, subscribed and
paid-up capital

Revenue reserves

Class “A” Class “B” General Unappropriated Total
reserve profit
(Rupees in ‘000)
Balance as at January 1, 2021 37,740,000 13,260,000 27,497,072 15,512,733 94,009,805
Total comprehensive income for the year 2021
Profit for the year - - 6,873,977 6,873,977
Other comprehensive income - net of tax - - (1,230,633) | | (1,230,633)
- - 5,643,344 5,643,344
Balance as at December 31, 2021 37,740,000 13,260,000 27,497,072 21,156,077 99,653,149
Impact of change in accounting policy - net of tax - - - (869,206) (869,206)
Adjusted balance as at 01 January 2022 37,740,000 13,260,000 27,497,072 20,286,871 98,783,943
Total comprehensive income for the year 2022
Profit for the year - - 9,053,384 9,053,384
Other comprehensive income - net of tax - - 216,702 216,702
- - 9,270,086 9,270,086
Balance as at December 31, 2022 37,740,000 13,260,000 27,497,072 29,556,957 108,054,029
The annexed notes 1 to 47 are an integral part of these financial statements.
E\s\ml
Chief Financial Officer Chairman

President & CEO
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NOTES TO AND FORMING PART OF THE
FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2022

NOTES TO AND FORMING PART OF THE
FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2022

1.

The Company and its operations

Pakistan Telecommunication Company Limited ("PTCL", "the Company") was incorporated in Pakistan on December
31, 1995 and commenced business on January 01, 1996. The Company, which is listed on the Pakistan Stock
Exchange Limited (PSX), was established to undertake the telecommunication business formerly carried on by the
Pakistan Telecommunication Corporation (PTC). PTC's business was transferred to the Company on January 01,
1996 under the Pakistan Telecommunication (Re-organization) Act 1996, on which date, the Company took over all
the properties, rights, assets, obligations and liabilities of PTC, except those transferred to the National Telecommu-
nication Corporation (NTC), the Frequency Allocation Board (FAB), the Pakistan Telecommunication Authority (PTA)
and the Pakistan Telecommunication Employees Trust (PTET). The registered office of the Company is situated at
PTCL Head Office Room No. 17, Ground Floor (Margalla Side), Ufone Tower, Plot No 55-C, Main Jinnah Avenue,
Blue Area, Sector F-7/1 Islamabad.

The Company provides telecommunication services in Pakistan. It owns and operates telecommunication facilities
and provides domestic and international telephone services and other communication facilities throughout Pakistan.
The Company has also been licensed to provide such services in territories of Azad Jammu and Kashmir and
Gilgit-Baltistan.

The business units of the Company include the following:

Geographical Location

Ufone Tower, F-7/1 Islamabad.

Telecom House F-5/1, Islamabad.

131, Tufail road Lahore.

Clifton Exchange, Hatim Alvi road Karachi.

Business Unit

1 Headquarter

2 PTCL Business Zone- North
3 PTCL Business Zone- Central
4 PTCL Business Zone- South

that asset to the location and condition necessary for
it to be capable of operating in the manner intended
by management. Instead, an entity recognizes the
proceeds from selling such items, and the cost of
producing those items, in profit or loss.

Onerous Contracts — Cost of Fulfilling a Contract
(Amendments to IAS 37)

The amendments specify that the ‘cost of fulfilling” a
contract comprises the ‘costs that relate directly to
the contract’. Costs that relate directly to a contract
can either be incremental costs of fulfilling that
contract (examples would be direct labor, materials)
or an allocation of other costs that relate directly to
fulfilling contracts (an example would be the alloca-
tion of the depreciation charge for an item of property,
plant and equipment used in fulfilling the contract).

Covid-19-Related Rent Concessions beyond 30 June
2021 (Amendment to IFRS 16)

The amendment extends, by one year, the May 2020
amendment that provides lessees with an exemption

Annual reporting periods beginning on or after
1 January 2022

Annual reporting periods beginning on or after
1 April 2021

2. Statement of compliance from assessing whether a COVID-19-related rent

These financial statements have been prepared in accordance with the accounting and reporting standards as concession is a lease modification.

applicable in Pakistan. The accounting and reporting standards applicable in Pakistan comprises of:

Reference to the Conceptual Framework (Amend-

- International Financial Reporting Standards (IFRS Standards) issued by the International Accounting Standards ments to IFRS 3)

Board (IASB) as notified under the Companies Act, 2017.

- Provisions of and directives issued under the Companies Act, 2017. The amendments update an outdated reference to Annual reporting periods beginning on or after
Where the provisions of and directives issued under the Companies Act, 2017 differ from the IFRS Standards, the Conceptual Framework in IFRS 3 without signifi- 1 January 2022
the provisions of and directives issued under the Companies Act, 2017 have been followed. cantly changing the requirements in the standard.

These financial statements are the separate financial statements of the Company (PTCL). In addition to these
separate financial statements, the Company also prepares consolidated financial statements. Applying IFRS 9 'Financial Instruments' with IFRS 4
2.1 Standards, interpretations and amendments adopted during the year Insurance Contracts' (Amendments to [FRS 4)
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The following amendments to existing standards have been published that are applicable to the Company's
financial statements covering year, beginning on or after the following dates:

(a) New accounting standards / amendments and IFRSs interpretations that are effective for the year ended
December 31, 2022.

The following standards, amendments and interpretations thereto as are notified under the Companies Act, 2017
became effective during the year and do not have any material effect on the financial statements of the Company
except as disclosed in note 5.

Reference to the Conceptual Framework (Amend-
ments to IFRS 3)

The amendments update an outdated reference to Annual reporting periods beginning on or after
the Conceptual Framework in IFRS 3 without signifi- 1 January 2022
cantly changing the requirements in the standard.

Property, Plant and Equipment — Proceeds before
Intended Use (Amendments to IAS 16)

The amendments prohibit deducting from the cost of Annual reporting periods beginning on or after
an item of property, plant and equipment any 1 January 2022
proceeds from selling items produced while bringing

Amends IFRS 4 Insurance Contracts provide two
options for entities that issue insurance contracts
within the scope of IFRS 4: Amends IFRS 4 Insurance
Contracts provide two options for entities that issue
insurance contracts within the scope of IFRS 4: an
option that permits entities to reclassify, from profit or
loss to other comprehensive income, some of the
income or expenses arising from designated financial
assets; this is the so-called overlay approach; an
optional temporary exemption from applying IFRS 9
for entities whose predominant activity is issuing
contracts within the scope of IFRS 4; this is the
so-called deferral approach. The application of both
approaches is optional and an entity is permitted to
stop applying them before the new insurance
contracts standard is applied.

The application of both approaches is optional and
an entity is permitted to stop applying them before the
new insurance contracts standard is applied.

Overlay approach to be applied when IFRS 9 is first
applied. Deferral approach effective for annual periods
beginning on or after 1 January 2018 and only available
for five years after that date.
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Extension of the Temporary Exemption from Applying
IFRS 9 (Amendments to IFRS 4)

The amendment changes the fixed expiry date for the Immediately available.
temporary exemption in IFRS 4 Insurance Contracts

from applying IFRS 9 Financial Instruments, so that

entities would be required to apply IFRS 9 for annual

periods beginning on or after 1 January 2023.

Classification of Liabilities as Current or Non-current
— Deferral of Effective Date (Amendment to IAS 1)

The amendment defers the effective date of the Immediately available.
January 2020 amendments by one year, so that

entities would be required to apply the amendment

for annual periods beginning on or after 1 January

2024.

Initial Application of IFRS 17 and IFRS 9 —

Comparative Information (Amendment to IFRS 17)

The amendment permits entities that first apply IFRS An entity that elects to apply the amendment
17 and IFRS 9 at the same time to present

comparative information about a financial asset as if

the classification and measurement requirements of

IFRS 9 had been applied to that financial asset

before.

Initial Application of Expected Credit loss on financial
assets due from government

As per SECP directive exemption on recognition of Annual reporting periods beginning on or after
expected credit loss on financial assets due from 1 January 2022
government of Pakistan has been revoked.

(b) New accounting standards / amendments and IFRS interpretations that are not yet effective

Amendments to the following International Financial Reporting Standards (IFRS Standards) as notified under the
Companies Act, 2017 and interpretations thereto are not yet effective and the Company is in the process of
evaluating the potential impact on the financial statements:

IFRS 17 Insurance Contracts

IFRS 17 requires insurance liabilities to be measured Annual reporting periods beginning on or after
at a current fulfillment value and provides a more 1 January 2023.

uniform measurement and presentation approach for

all insurance contracts. These requirements are

designed to achieve the goal of a consistent,

principle-based accounting for insurance contracts.

IFRS 17 supersedes IFRS 4 Insurance Contracts as of

1 January 2023.

Classification of Liabilities as Current or Non-Current
(Amendments to IAS 1)

Classification of liabilities as current or non-current Annual reporting periods beginning on or after
(Amendments to IAS 1 in January 2020) apply 1 January 2024

retrospectively for the annual periods beginning on or

after 1 January 2024 (as deferred vide amendments to

IAS 1 in October 2022) with earlier application

permitted.
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These amendments in the standards have been
added to further clarify when a liability is classified as
current. Convertible debt may need to be reclassified
as ‘current’. The standard also amends the aspect of
classification of liability as non-current by requiring the
assessment of the entity’s right at the end of the
reporting period to defer the settlement of liability for at
least twelve months after the reporting period. An
entity's expectation and discretion at the reporting
date to refinance or to reschedule payments on a
long-term basis are no longer relevant for the
classification of a liability as current or non-current. An
entity shall apply those amendments retrospectively in
accordance with IAS 8.

Amendments to IFRS 17

Amends IFRS 17 to address concerns and
implementation challenges that were identified after
IFRS 17 Insurance Contracts was published in 2017.
The main changes are:

- Deferral of the date of initial application of IFRS 17 by
two years to annual periods beginning on or after 1
January 2023;

- Additional scope exclusion for credit card contracts
and similar contracts that provide insurance coverage
as well as optional scope exclusion for loan contracts
that transfer significant insurance risk;

- Recognition of insurance acquisition cash flows
relating to expected contract renewals, including
transition provisions and guidance for insurance
acquisition cash flows recognized in a business
acquired in a business combination;

- Clarification of the application of IFRS 17 in interim
financial statements allowing an accounting policy
choice at a reporting entity level,

- Clarification of the application of contractual service
margin (CSM) attributable to investment-return service
and investment-related service and changes to the
corresponding disclosure requirements;

- Extension of the risk mitigation option to include
reinsurance contracts held and non-financial
derivatives;

- Amendments to require an entity that at initial
recognition recognizes losses on onerous insurance
contracts issued to also recognize a gain on
reinsurance contracts held;

- Simplified presentation of insurance contracts in the
statement of financial position so that entities would
present insurance contract assets and liabilities in the
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Annual reporting periods beginning on or after

1 January 2023.
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statement of financial position determined using
portfolios of insurance contracts rather than groups of
insurance contracts;

- Additional transition relief for business combinations
and additional transition relief for the date of
application of the risk mitigation option and the use of
the fair value transition approach.

Deferred Tax related to Assets and Liabilities arising
from a Single Transaction (Amendments to IAS 12)

Deferred Tax related to Assets and Liabilities arising
from a Single Transaction (Amendments to IAS 12)
narrow the scope of the initial recognition exemption
(IRE) so that it does not apply to transactions that give
rise to equal and offsetting temporary differences. As a
result, companies will need to recognize a deferred tax
asset and a deferred tax liability for temporary
differences arising on initial recognition of a lease and
a decommissioning provision. For leases and
decommissioning liabilities, the associated deferred
tax asset and liabilities will need to be recognized from
the beginning of the earliest comparative period
presented, with any cumulative effect recognized as
an adjustment to retained earnings or other
components of equity at that date. The amendments
are effective for annual reporting periods beginning on
or after 1 January 2023 with earlier application
permitted.

Lease Liability in a Sale and Leaseback (Amendments
to IFRS 16)

Lease Liability in a Sale and Leaseback (amendment
to IFRS 16 in September 2022) adds subsequent
measurement requirements for sale and leaseback
transactions that satisfy the requirements to be
accounted for as a sale. The amendment confirms that
on initial recognition, the seller-lessee includes
variable lease payments when it measures a lease
liability arising from a sale-and-leaseback transaction.
After initial recognition, the seller-lessee applies the
general requirements for subsequent accounting of
the lease liability such that it recognizes no gain or loss
relating to the right of use it retains. A seller-lessee may
adopt different approaches that satisfy the new
requirements on subsequent measurement. The
amendments are effective for annual reporting periods
beginning on or after 1 January 2024 with earlier
application permitted. Under IAS 8, a seller-lessee will
need to apply the amendments retrospectively to
sale-and-leaseback transactions entered into or after
the date of initial application of IFRS 16 and will need
to identify and re-examine sale-and-leaseback
transactions entered into since implementation of IFRS
16 in 2019, and potentially restate those that included
variable lease payments.

Annual reporting periods beginning on or after

1 January 2023.

Annual reporting periods beginning on or after

1 January 2024.

If an entity (a seller-lessee) applies the amendments
arising from Lease Liability in a Sale and Leaseback
for an earlier period, the entity shall disclose that fact.

Non-current Liabilities with Covenants (Amendments
to IAS 1)

Non-current Liabilities with Covenants (amendment to
IAS 1 in October 2022) aims to improve the information
an entity provides when its right to defer settlement of
a liability for at least twelve months is subject to
compliance with conditions. The amendment is also
intended to address concerns about classifying such a
liability as current or non-current. Only covenants with
which a company must comply on or before the
reporting date affect the classification of a liability as
current or non-current. Covenants with which the
company must comply after the reporting date (i.e.
future covenants) do not affect a liability’s classification
at that date.

However, when non-current liabilities are subject to
future covenants, companies will now need to disclose
information to help users understand the risk that those
liabilities could become repayable within 12 months
after the reporting date. The amendments apply
retrospectively for annual reporting periods beginning
on or after 1 January 2024, with earlier application
permitted. These amendments also specify the
transition requirements for companies that may have
early-adopted the previously issued but not yet
effective 2020 amendments to IAS 1 (as referred
above).

Definition of Accounting Estimates (Amendments to
IAS 8)

Definition of Accounting Estimates (Amendments to
IAS 8) introduce a new definition for accounting
estimates clarifying that they are monetary amounts in
the financial statements that are subject to
measurement uncertainty. The amendments also
clarify the relationship between accounting policies
and accounting estimates by specifying that an entity
develops an accounting estimate to achieve the
objective set out by an accounting policy. The
amendments are effective for periods beginning on or
after 1 January 2023, with earlier application
permitted, and will apply prospectively to changes in
accounting estimates and changes in accounting
policies occurring on or after the beginning of the first
annual reporting period in which the company applies
the amendments.

Annual reporting periods beginning on or after

1 January 2023.

Annual reporting periods beginning on or after

1 January 2024.
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Disclosure of Accounting Policies (Amendments to IAS 3. Basis of measurement
1 and IFRS Practice Statement 2)

These financial statements have been prepared under the historical cost convention, except for the revaluation of
Disclosure of Accounting Policies (Amendments to Annual reporting periods beginning on or after certain financial instruments at fair value and the recognition of certain employees retirement benefits on the basis
IAS 1 and IFRS Practice Statement 2) — the Board has 1 January 2023. of actuarial assumptions.
issued amendments on the application of materiality to
disclosure of accounting policies and to help 4. Accounting estimates and judgments

companies provide useful accounting policy
disclosures. The key amendments to IAS 1 include:

- requiring companies to disclose their material
accounting policies rather than their significant
accounting policies;

- clarifying that accounting policies related to
immaterial transactions, other events or conditions are
themselves immaterial and as such need not be
disclosed; and

- clarifying that not all accounting policies that relate
to material transactions, other events or conditions are
themselves material to a company’s financial
statements.

The Board also amended IFRS Practice Statement 2 to
include guidance and two additional examples on the
application of materiality to accounting policy
disclosures. The amendments are effective for annual
reporting periods beginning on or after 1 January 2023
with earlier application permitted.

Annual improvements to IFRS standards 2018-2020:

The following annual improvements to IFRS standards 2018-2020 are effective for annual reporting periods
beginning on or after 1 January 2022.

IFRS 1 — The amendment permits a subsidiary that applies paragraph D16(a) of IFRS 1 to measure cumulative
translation differences using the amounts reported by its parent, based on the parent’s date of transition to IFRSs.

IFRS 9 — The amendment clarifies which fees an entity includes when it applies the ‘10 per cent’ test in paragraph
B3.3.6 of IFRS 9 in assessing whether to derecognise a financial liability. An entity includes only fees paid or
received between the entity (the borrower) and the lender, including fees paid or received by either the entity or the
lender on the other’s behalf.

IFRS 16 — The amendment to lllustrative Example 13 accompanying IFRS 16 removes from the example the
illustration of the reimbursement of leasehold improvements by the lessor in order to resolve any potential confusion
regarding the treatment of lease incentives that might arise because of how lease incentives are illustrated in that
example.

IAS 41 — The amendment removes the requirement in paragraph 22 of IAS 41 for entities to exclude taxation cash
flows when measuring the fair value of a biological asset using a present value technique.

(c) Other than the aforesaid standards, interpretations and amendments, International Accounting Standard Board

(IASB) has also issued the following standards which have not been adopted locally by the Securities and Exchange
Commission of Pakistan:

- IFRS 1 First - time Adoption of International Financial Reporting Standards
- IFRS 17 Insurance Contracts
The following interpretations / IFRS issued by IASB have been waived off by SECP:

- IFRIC 12 - Service Concession Agreements
- IFRS 2 - Share based payments in respect of Benazir Employees' Stock Option Scheme

(b)

(c)

The preparation of financial statements in conformity with approved accounting and reporting standards requires
the use of certain critical accounting estimates. It also requires management to exercise its judgment in the process
of applying the Company’s accounting policies. Estimates and judgments are continually evaluated and are based
on historic experience, including expectations of future events that are believed to be reasonable under the circum-
stances. The areas involving a higher degree of judgment or complexity, or areas where assumptions and estimates
are significant to the financial statements, are as follows:

Significant estimates and judgments

Provision for employees retirement benefits

The actuarial valuation of pension, gratuity, medical, accumulating compensated absences plans and benevolent
grants requires the use of certain assumptions related to future periods, including increase in future salary / pension
/ medical costs, rate of increase in benevolent grant, expected long-term returns on plan assets and the discount
rate used to discount future cash flows to present values.

Provision for income tax

The Company recognizes income tax provision using estimates based upon expert opinions of its tax and legal
advisors. Differences, if any, between the recorded income tax provision and the Company's tax liability, are record-
ed on the final determination of such liability. Deferred income tax is calculated at the rates that are expected to
apply to the periods when the temporary differences reverse, based on tax rates that have been enacted or
substantively enacted, by the date of the statement of financial position.

Useful life and residual value of fixed assets

The Company reviews the useful lives and residual values of fixed assets on a regular basis. Any change in
estimates may affect the carrying amounts of the respective items of property, plant and equipment with a corre-
sponding effect on the related depreciation charge.

Impairment of financial assets

Management exercises judgement in measuring the loss allowance on trade debts and contract assets under
simplified approach and recognizes the expected credit loss using a provision matrix based on historic experience
and forward looking assumptions equal to the life time expected credit losses inherent to trade debtors and contract
assets. For other financial assets, expected credit loss is recognized based on a general approach which includes
an assessment of expected credit risk underlying these financial assets.

For financial assets within the scope of IFRS - 10, 'Consolidated financial statements', impairment is recognized in
the cost of assets if the recoverable amount is below the carrying amount at the date when indicators of impairment
are identified and an assessment of recoverable amount is made by management. As at the reporting date, the
Company performed an impairment test for its’ investment in Pak Telecom Mobile Limited (PTML). The Company
has determined recoverable amount of PTML, based on a fair value determined through discounted cash flow
method, which was higher than the carrying amount of the investment in the Company's financial statements. Fair
value was estimated using cash flow projections approved by the Board of Directors of PTML, covering a five-year
period. The Company has applied a discount rate and the long-term steady growth-rate to the cash flow projections.
The cash flow projections are sensitive to assumptions regarding the sales growth rate, operating margin, long-term
market growth-rate and discount rate.

Other estimates and judgments
Provision for stores and spares

A provision against stores and spares is recognized after considering their physical condition and expected future
usage. It is reviewed by the management on a quarterly basis.
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5.2

5.3

5.4
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Revenue from contract with customers

Contract cost comprises incremental cost of acquiring the customers and the Company estimates the average life
of the customer for amortization of capitalized contract cost.

Recognition of government grants

The Company recognizes government grants when there is reasonable assurance that grants will be received
and the Company will be able to comply with conditions associated with grants.

Other provisions

Management exercises judgment in measuring and recognizing provisions and the exposures to contingent
liabilities related to pending litigations or other outstanding claims. Judgment is necessary in assessing the
likelihood that a pending claim will succeed, or a liability will arise, and to quantify the possible range of the
financial settlement. Because of the inherent uncertainty in this evaluation process, actual losses may be different
from the originally estimated provision.

Summary of significant accounting policies

The accounting policies as set out below have been applied consistently to all periods presented in these
financial statements expect for the change presented below.

Securities and Exchange Commission of Pakistan issued an SRO through which only financial assets due from
Government of Pakistan in respect of circular debt will be exempt from the requirements of calculating expected
credit loss as per the requirements of IFRS 9 “Financial Instruments” till 30 June 2022. As the Company’s
receivable from Government of Pakistan is not in respect of circular debt, the Company has recorded the impact
of expected credit loss on opening balances of financial assets due from Government of Pakistan in the Statement
of Changes in Equity. There has been no change in classification of financial assets and financial liabilities due to
this change in accounting policy.

Functional and presentation currency

Items included in the financial statements of the Company are measured using the currency of the primary
economic environment in which the entity operates (the functional currency). These financial statements are
presented in Pakistani Rupees (Rs), which is the Company's functional currency. The amounts presented in these
financial statements have been rounded off to the nearest thousand.

Foreign currency transactions and translations

Foreign currency transactions are translated into the functional currency, using the exchange rates prevailing on
the date of the transaction. Monetary assets and liabilities, denominated in foreign currencies, are translated into
the functional currency using the exchange rate prevailing on the date of the statement of financial position.
Foreign exchange gains and losses resulting from the settlement of such transactions, and from the translation of
monetary items at end of the year exchange rates, are charged to statement of profit or loss for the year.

Short-term employee benefits

Short-term employee benefits are expensed as the related service is provided. A liability is recognised for the
amount expected to be paid as present legal or constructive obligation to pay this amount as a result of past
service provided by the employee and the obligation can be estimated reliably.

Government grants

Government grants are recognized at their fair values, as deferred income, when there is reasonable assurance

that the grants will be received and the Company will be able to comply with the conditions associated with the
grants.
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5.5

5.6

5.7

5.8

5.9

5.10

Grants that compensate the Company for expenses incurred, are recognized on a systematic basis in the income
for the year in which the related expenses are recognized. Grants that compensate for the cost of an asset are
recognized in income on a systematic basis over the expected useful life of the related asset.

Borrowings and borrowing costs

Borrowings are recognized equivalent to the value of the proceeds received by the Company. Any difference,
between the proceeds (net of transaction costs) and the redemption value, is recognized to income, over the
period of the borrowings, using the effective interest method.

Borrowing costs, which are directly attributable to the acquisition and construction of a qualifying asset, which are
assets that necessarily take a substantial period of time to get ready for their intended use or sale, are capitalized
as part of the cost of that asset. All other borrowing costs are charged to statement of profit or loss.

Trade and other payables

Liabilities for creditors and other amounts payable are carried at cost, which is the fair value of the consideration
to be paid in the future for the goods or services received, whether or not billed to the Company.

Provisions

Provisions are recognized when the Company has a present legal or constructive obligation as a result of past
events; it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation and a reliable estimate of the amount can be made. Provisions are reviewed at each statement of
financial position date and are adjusted to reflect the current best estimate.

Contingent liabilities

A contingent liability is disclosed when the Company has a possible obligation as a result of past events, the
existence of which will be confirmed only by the occurrence or non-occurrence, of one or more uncertain future
events, not wholly within the control of the Company; or when the Company has a present legal or constructive
obligation, that arises from past events, but it is not probable that an outflow of resources embodying economic
benefits will be required to settle the obligation, or the amount of the obligation cannot be measured with sufficient
reliability.

Dividend distribution

The distribution of the final dividend, to the Company's shareholders, is recognized as a liability in the financial
statements in the period in which the dividend is approved by the Company's shareholders; the distribution of the
interim dividend is recognized in the period in which it is declared by the Board of Directors.

Non-current assets
Property, plant and equipment

Property, plant and equipment, except freehold land and capital work in progress, is stated at cost less
accumulated depreciation and any identified impairment losses. Freehold land is stated at cost less identified
impairment losses, if any. Cost includes expenditure, related overheads, mark-up and borrowing costs that are
directly attributable to the acquisition of the asset.

Subsequent costs, if reliably measurable, are included in the asset's carrying amount, or recognized as a
separate asset as appropriate, only when it is probable that future economic benefits associated with the cost will
flow to the Company. The carrying amount of any replaced parts as well as other repair and maintenance costs,
are charged to statement of profit or loss during the period in which they are incurred.

Capital work in progress is stated at cost less impairment losses if any. It consists of expenditure incurred in
respect of tangible fixed assets in the course of their construction and installation.
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Depreciation on assets is calculated, using the straight line method, to allocate their cost over their estimated
useful lives.

Depreciation on additions to property, plant and equipment, is charged from the month in which the relevant asset
is acquired or capitalized, while no depreciation is charged for the month in which the asset is disposed off.
Impairment loss, if any, or its reversal, is also charged to statement of profit or loss for the year. Where an
impairment loss is recognized, the depreciation charge is adjusted in future periods to allocate the asset's revised
carrying amount, less its residual value, over its remaining useful life.

The gain or loss on disposal of an asset, calculated as the difference between the sale proceeds and the carrying
amount of the asset, is recognized in statement of profit or loss for the year.

Right of use assets

The Company assesses whether a contract is or contains a lease at inception of the contract. If the Company
assesses contract contains a lease and meets requirements of IFRS 16, the Company recognises a right-of use
asset and a lease liability at the lease commencement date. Right of use asset is calculated as the initial amount
of the lease liability in terms of network sites and right of way at the lease contract commencement date. The right
of use asset is subsequently depreciated using the straight line method.

Intangible assets
(i) Licenses

These are carried at cost less accumulated amortization and any identified impairment losses. Amortization is
calculated using the straight line method, to allocate the cost of the licenses over its estimated useful life, and is
charged to statement of profit or loss for the year.

The amortization on licenses acquired during the year, is charged from the month in which a license is acquired /
capitalized, while no amortization is charged in the month of expiry / disposal of the license.

(ii) Computer software

These are carried at cost less accumulated amortization, and any identified impairment losses. Amortization is
calculated, using the straight line method to allocate the cost of software over their estimated useful lives, and is
charged to statement of profit or loss for the year. Costs associated with maintaining computer software, are
recognized as an expense as and when incurred.

The amortization on computer software acquired during the year is charged from the month in which the software
is acquired or capitalized, while no amortization is charged for the month in which the software is disposed off.

Investments in subsidiaries and associates

Investments in subsidiaries and associates, where the Company has control or significant influence, are
measured at cost less impairment loss, if any.

Impairment of non-financial assets

Assets that have an indefinite useful life, for example freehold land, are not subject to depreciation and are tested
annually for impairment. Assets that are subject to depreciation are reviewed for impairment on the date of the
statement of financial position, or whenever events or changes in circumstances indicate that the carrying amount
may not be recoverable. An impairment loss is recognized, equal to the amount by which the asset's carrying
amount exceeds its recoverable amount. An asset's recoverable amount is the higher of its fair value less costs to
sell and value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for which
there are separately identifiable cash flows. Non-financial assets that suffered an impairment, are reviewed for
possible reversal of the impairment at each statement of financial position date. Reversals of the impairment loss
are restricted to the extent that asset's carrying amount does not exceed the carrying amount that would have
been determined, net of depreciation or amortization, if no impairment loss has been recognized. An impairment
loss, or the reversal of an impairment loss, are both recognized in the statement of profit or loss for the year.
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5.13

5.14

5.15

5.16

5.16.1

Stores and spares

These are stated at the lower of cost and net realizable value. Cost is determined using the weighted average
method. Items in transit are valued at cost, comprising invoice values and other related charges incurred up to the
date of the statement of financial position.

Earnings Per Share (EPS)

The Company presents basic earning per share (EPS). Basic EPS is calculated by dividing the profit or loss
attributable to ordinary shareholders of the Company by the weighted average number of ordinary shares
outstanding during the year.

Trade debts / Contract assets

Trade debts are carried at their original invoice amounts, less any estimates made for expected credit losses
based on review of all outstanding amounts at reporting date. Bad debts are written off as per Company policy.

Financial instruments
Classification

The Company classifies its financial assets on initial recognition in the following categories: at amortized cost, at
fair value through profit or loss (FVTPL) and at fair value through other comprehensive income (FVOCI). Financial
assets are not reclassified subsequent to their initial recognition unless the Company changes its business model
for managing financial asset, in which case all affected financial assets are reclassified on the first day of the first
reporting period following the change in the business model.

Amortized cost

A financial asset is measured at amortized cost if it meets both of the following conditions and is not designated
as at FVTPL: (i) It is held within a business model whose objective is to hold assets to collect contractual cash
flows; and (ii) Its contractual terms give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

Fair value through other comprehensive income

A debt investment is measured at FVOCI if it meets both of the following conditions and is not designated as at
FVTPL: (i) It is held within a business model whose objective is achieved by both collecting contractual cash flows
and selling financial assets; and (ii) Its contractual terms give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

On initial recognition of an equity investment that is not held for trading, the Company may irrevocably elect to
present subsequent changes in the investment’s fair value in OCI. This election is made on an investment by
investment basis.

Fair value through profit or loss

All financial assets not classified as measured at amortized cost or FVOCI as described above are measured at
FVTPL. This includes all derivative financial assets. On initial recognition, the Company irrevocably designates a
financial asset that otherwise meets the requirements to be measured at amortized cost or at FVOCI as at FVTPL
if doing so eliminates or significantly reduces an accounting mismatch that would otherwise arise.
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Trade and other receivables are initially recognized when they are originated. All other financial assets and finan-
cial liabilities are initially recognized when the Company becomes a party to the contractual provisions of the
instrument.

A financial asset (unless it is a trade receivable without a significant financing component) or financial liability is
initially measured at fair value plus, for an item not at fair value through profit or loss (FVTPL), transaction costs
that are directly attributable to its acquisition or issue. A trade receivable without a significant financing compo-
nent is initially measured at the transaction price.

5.16.3 Subsequent measurement and gains and losses

Financial liabilities are classified as measured at amortized cost or FVTPL. A financial liability is classified as
FVTPL if it is classified as held-for-trading, it is derivative or it is designated as such on initial recognition.
Financial liabilities at FVTPL are measured at fair value and net gains and losses, including any interest
expense, are recognized in statement of profit or loss. Other financial liabilities are subsequently measured at
amortized cost using the effective interest method. Interest expense and foreign exchange gains and losses are
recognized in statement of profit or loss. Any gain or loss on derecognition is also recognized in statement of
profit or loss. The financial liabilities of the Company include short term security deposits and trade and other
payables.

5166 Derecognition
(i) Financial assets at amortized These assets are subsequently measured at amortized cost using
costs the effective interest method. The amortized cost is reduced by Financial assets
impairment losses. Interest income, foreign exchange gains and
losses and impairment are recognized in statement of profit or The Company derecognizes a financial asset when the contractual rights to the cash flows from the financial asset
loss. Any gain or loss on derecognition is recognized in statement expire, or it transfers the rights to receive the contractual cash flows in a transaction in which substantially all of
of profit or loss. the risks and rewards of ownership of the financial asset are transferred or in which the Company neither transfers
nor retains substantially all of the risks and rewards of ownership and it does not retain control of the financial
(i) Financial assets at FVOCI Debt investments are subsequently measured at fair value. asset.
Interest income calculated using effective interest method,
foreign exchange gains and losses and impairment are Financial liabilities
recognized in statement of profit or loss. Other net gains and
losses are recognized in OCI. On derecognition, gains and losses The Company derecognizes a financial liability when its contractual obligations are discharged, cancelled or
accumulated in OCI are reclassified to statement of profit or loss. expire. The Company also derecognizes a financial liability when its terms are modified and the cash flows of the
modified liability are substantially different, in which case a new financial liability based on the modified terms is
Equity investments are subsequently measured at fair value. recognized at fair value. On derecognition of a financial liability, the difference between the carrying amount
Interest income calculated using effective interest method, extinguished and the consideration paid (including any non-cash assets transferred or liabilities assumed) is
foreign exchange gains and losses and impairment are recognized in statement of profit or loss.
recognized in statement of profit or loss. Other net gains and
losses are recognized in OCI. On derecognition, gains and losses 5.17 Offsetting of financial assets and liabilities
accumulated in OCI are reclassified to statement of profit or loss.
Financial assets and liabilities are offset and the net amount is reported in the statement of financial position, if the
(iii) Financial assets at FVTPL These assets are subsequently measured at fair value. Net gains Company has a legally enforceable right to set off the recognized amounts, and the Company either intends to
and losses, including any interest or dividend income, are settle on a net basis, or realize the asset and settle the liability simultaneously.
recognized in statement of profit or loss.
Financial assets of the Company include trade debts, contract assets, long term loans, deposits, other 5.18 Cash and cash equivalents
receivables and short term investments. Cash and cash equivalents are carried at cost. Cash and cash equivalents comprise cash in hand, cash with
5.16.4 Impairment of financial assets banks and short term finances under mark up arrangements with banks. Cash equivalents are short term highly
liquid investments, that are readily convertible to known amounts of cash and which are subject to an insignificant
The Company recognizes loss allowance for Expected Credit Losses (ECLs) on financial assets measured at risk of change in value.
amortized cost and contract assets. The Company measures loss allowances at an amount equal to lifetime ECLs.
The gross carrying amount of a financial asset is written off when the Company has no reasonable expectations 5.19 Revenue recognition

of recovering a financial asset in its entirety or a portion thereof.

Lifetime ECLs are those that result from all possible default events over the expected life of a financial instrument.
The maximum period considered when estimating ECLs is the maximum contractual period over which the
Company is exposed to credit risk.

At each reporting date, the Company assesses whether the financial assets carried at amortized cost 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 asset have occurred.

Loss allowances for financial assets measured at amortized cost are deducted from the gross carrying amount of
the assets.

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

Revenue is measured at an amount that reflects the consideration to which the Company expects to be entitled in
exchange for transferring promised goods or services to a customer, excluding amounts collected on behalf of
third parties.

Revenue is recognized when the Company satisfies the performance obligations by transferring a promised good
or service to a customer. Goods or services are transferred when the customer obtains control of the assets.

The Company mainly generates revenue from providing telecommunication services such as data, voice, Internet
Protocol Television (IPTV), connectivity services, interconnect, Information and Communication Technology (ICT),
digital solutions and equipment sales etc.

@ptel

@ptel mam



NOTES TO AND FORMING PART OF THE
FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2022

NOTES TO AND FORMING PART OF THE
FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2022

|99 ANNUAL REPORT 2022

Services are offered separately and as bundled packages along with other services and / or devices. For bundled
packages, the Company accounts for individual products and services separately if they are distinct i.e. if a
product or service is separately identifiable from other items in the bundled package and if a customer can benefit
from it. The consideration is allocated between separate product and services (i.e. distinct performance

519.2 Dividend income

Dividend income is recognized when the right to receive payment is established.

I ; : ! ) 5.20 Contract cost
obligations, “POs”) in a bundle based on their stand-alone selling prices.
, ) ) , ) The Company capitalizes the incremental costs of obtaining and fulfilling a contract, if they are expected to be
The stand alone selling prices are determined based on the observable price at which the Company sells the recovered. The capitalized cost is amortized over the average customer life and recognized as cost of sales.
products and services on a Istandalone basis. Fpr |tems that are not sold separately, the Company eshmates Applying the practical expedient of IFRS 15, the Company recognizes the incremental cost of obtaining and
standalone selling prices using other methods (i.e. adjusted market assessment approach, cost plus margin fulfiling a contract as expense when incurred if the amortization period of assets is less than one year.
approach or residual approach).
. : . L 5.21 Contract assets
Nature and timing of satisfaction of performance obligations
Product and . Nature. timi  satisfacti f perf bligati The contract assets primarily relate to the Company's rights to consideration for postpaid services provided to
roductandservices ature, timing of satisfaction of performance obligation subscribers but not billed at the reporting date. The contract assets are transferred to trade debts when the rights
become unconditional.
Voice, Broadband, IPTV The .Complany recognizes revenue as and when these services are 5.22 Contract liability
provided (i.e. actual usage by the customer).
A contract liability is the obligation of the Company to transfer goods or services to a customer for which the
Devi The C ) hen th trol of the device | Company has received consideration or an amount of consideration is due from the customer. If a customer pays
evices i © fomgatny”:ecogryzes reTvr(]a.nue w”en © cont rt(; 0 te f\./'ce 'S consideration before the Company transfers goods or services to the customer, a contract liability is recognized
t_rans irre tho etcus oTir' ”'18 usually Qoourfst:; de contract incep- when the payment is made or the payment is due (whichever is earlier). Contract liabilities are recognized as
lon when the customer takes the possession of the device. revenue when the Company discharges its obligation under the contract.
5.23 Taxation

Installation charges Installation services provided for service fulfillment are not distinct
performance obligations (PO) and the amount charged for installation

service is recognized over the average customer life.

Corporate services Revenue is recognized over the period when these services are provid-
ed to the customers. Where hardware (e.g. routers) are provided as
part of the contract, the Company recognizes these as distinct PO only
if the customer can benefit from them either by selling for more than

scrap value or using with services from other service providers.

Carrier and Wholesale (C&WS) Revenue from C&WS services is recognized when the services are

rendered.
International revenue International revenue represents revenue from foreign network opera-
tors, for calls originating outside Pakistan. It is recognized over the
period when services are provided to the customers.

Principal versus agent presentation

When the Company sells goods or services as a principal, revenue and related cost is reported on a gross basis
in revenue and operating costs. If the Company sells goods or services as an agent, revenue and related cost are
recorded in revenue on a net basis, representing the margin earned.

Whether the Company is considered to be the principal or an agent in the transaction depends on analysis by
management of both the legal form and substance of the arrangement between the Company and its business
partners; such judgments impact the amount of reported revenue and operating expenses but do not impact
reported assets, liabilities or cash flows.

5.19.1 Income on bank deposits

Return on bank deposits is recognized using the effective interest method.

The tax expense for the year comprises of current and deferred income tax, and is recognized in income for the
year, except to the extent that it relates to items recognized directly in other comprehensive income, in which case
the related tax is also recognized in other comprehensive income.

Current

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the
date of the statement of financial position. Management periodically evaluates positions taken in tax returns, with
respect to situations in which applicable tax regulation is subject to interpretation, and establishes provisions,
where appropriate, on the basis of amounts expected to be paid to the tax authorities.

Deferred

Deferred income tax is accounted for using the balance sheet liability method in respect of all temporary
differences arising between the carrying amounts of assets and liabilities in the financial statements and the
corresponding tax bases used in the computation of taxable profit.

Deferred income tax liabilities are recognized for all taxable temporary differences and deferred tax assets are
recognized to the extent that it is probable that taxable profits will be available against which the deductible
temporary differences, unused tax losses and tax credits can be utilized.

Deferred income tax is calculated at the rates that are expected to apply to the period when the differences
reverse, and the tax rates that have been enacted, or substantively enacted, at the date of the statement of
financial position.

Group taxation

The Company is taxed as a one fiscal unit along with it's other wholly own subsidiaries under section 59AA to the
Income Tax Ordinance, 2001. Current and deferred income taxes are recognized by each entity within the group,
regardless of who has the legal rights for the recovery of tax. However, current tax liability / receivable is shown by
the Company as it has legal obligation / right of recovery of tax upon submission of annual tax return. Balances
among the group entities as a result of group tax is shown as other income tax recoverable / payable to the
respective group entities.
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The Company provides various retirement / post retirement benefit schemes. The plans are generally funded
through payments determined by periodic actuarial calculations or up to the limits allowed in the Income Tax
Ordinance, 2001. The Company has constituted both defined contribution and defined benefit plans.

PTCL Employees General Provident Fund (GPF) Trust

The Company operates an approved funded provident plan covering its permanent employees. For the purposes
of this plan, a separate trust, the "PTCL Employees GPF Trust" (the Trust), has been established. Monthly
contributions are deducted from the salaries of employees and are paid to the Trust by the Company. In line with
the Trust's earnings for a year, the board of trustees approves a profit rate for payment to the members. The
Company contributes to the fund, the differential, if any, of the interest paid / credited for the year and the income
earned on the investments made by the Trust.

Defined benefit plans
The Company provides the following defined benefit plans:
(i) Pension plans

The Company accounts for an approved funded pension plan operated through a separate trust, the "Pakistan
Telecommunication Employees Trust" (PTET), for its employees recruited prior to January 01, 1996 when the
Company took over the business from PTC. The Company operates an unfunded pension scheme for employees
recruited on a regular basis, on or after January 01, 1996.

(i) Gratuity plan

The Company operates an approved funded gratuity plan for its New Terms and Conditions (NTC) employees and
contractual employees.

(i) Medical benefits plan

The Company provides a post retirement medical facility to pensioners and their families. Under this unfunded
plan, all ex-employees, their spouses, their children up to the age of 21 years (except unmarried daughters who
are not subject to the 21 years age limit) and their parents residing with them and any other dependents, are
entitled to avail the benefits provided under the scheme. The facility remains valid during the lives of the pensioner
and their spouse. Under this facility, there are no annual limits to the cost of drugs, hospitalized treatment and
consultation fees.

(iv) Accumulated compensated absences

The Company provides a facility to its employees for accumulating their annual earned leaves. Accumulated
leaves can be encashed at the end of the employees service, based on the latest drawn gross salary as per
Company policy.

(v) Benevolent grants

The Company pays prescribed benevolent grants to eligible employees / retirees and their heirs.

The liability recognized in the statement of financial position in respect of defined benefit plans, is the present value
of the defined benefit obligations at the date of the statement of financial position less the fair value of plan assets.
Lease liability

The Company recognizes lease liabilities as per IFRS - 16 at the present value of the remaining lease payments

using the Company's incremental borrowing rate. Lease liabilities are measured at their amortized cost using the
effective interest method.
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6 Share capital

6.1  Authorized share capital
2022 2021
(Number of shares '000)

2022
Rs '000

2021
Rs '000

11,100,000
3,900,000

11,100,000 ‘A’ class ordinary shares of Rs 10 each
3,900,000 'B"class ordinary shares of Rs 10 each

111,000,000
39,000,000

111,000,000
39,000,000

150,000,000

150,000,000

6.2

6.3

6.4

6.5

6.6

15,000,000 15,000,000

Issued, subscribed and paid up capital

2022 2021 2022 2021
(Number of shares '000) Rs '000 Rs '000
3,774,000 3,774,000 'A'class ordinary shares of Rs 10 each issued 37,740,000
as fully paid for consideration other than cash
- note 6.3 and note 6.5.

1,326,000 'B'class ordinary shares of Rs 10 each issued 13,260,000
as fully paid for consideration other than cash
5100000 - note 6.3 and note 6.6.

37,740,000

1,326,000 13,260,000

5,100,000 51,000,000 51,000,000

These shares were initially issued to the Government of Pakistan, in consideration for the assets and liabilities
transferred from Pakistan Telecommunication Corporation (PTC) to Pakistan Telecommunication Company Limited
(PTCL), under the Pakistan Telecommunication (Re-organization) Act, 1996, as referred to in note 1.

Except for voting rights, the "A" and "B" class ordinary shares rank pari passu in all respects. "A" class ordinary
shares carry one vote and "B" class ordinary shares carry four votes, for the purposes of election of directors. "A"
class ordinary shares cannot be converted into "B" class ordinary shares; however, "B" class ordinary shares may
be converted into "A" class ordinary shares, at the option, exercisable in writing and submitted to the Company, by
the holders of three fourths of the "B" class ordinary shares. In the event of termination of the license issued to the
Company, under the provisions of the Pakistan Telecommunication (Re-organization) Act, 1996, the "B" class
ordinary shares shall be automatically converted into "A" class ordinary shares.

The Government of Pakistan, through an "Offer for Sale" document, dated July 30, 1994, issued to its domestic
investors, a first tranche of vouchers exchangeable for "A" class ordinary shares of the Company; subsequently,
through an Information Memorandum dated September 16, 1994, a second tranche of vouchers was issued to
international investors, also exchangeable, at the option of the voucher holders, for "A" class ordinary shares or
Global Depository Receipts (GDRs) representing "A" class ordinary shares of the Company. Out of 3,774,000
thousand "A" class ordinary shares, vouchers against 601,084 thousand "A" class ordinary shares were issued to
the general public. Till December 31, 2022, 599,582 thousand (December 31, 2021: 599,568 thousand) "A" class
ordinary shares had been exchanged for such vouchers.

In pursuance of the privatization of the Company, a bid was held by the Government of Pakistan on June 08, 2005
for sale of "B" class ordinary shares of Rs 10 each, conferring management control. Emirates Telecommunication
Corporation ( Etisalat) , UAE was the successful bidder. The 26% (1,326,000,000 shares) "B" class ordinary
shares, along with management control, were transferred, with effect from April 12, 20086, to Etisalat International
Pakistan (EIP), UAE, which is a subsidiary of Etisalat.
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NOTES TO AND FORMING PART OF THE
FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2022

Deferred income tax

Deferred tax liability / (asset) relating to:

Accelerated tax depreciation
Accelerated tax amortization

Taxable temporary diffrence

Contract cost

Right of use assets / lease liabilities
Impairment loss on trade debts
Liabilities claimable on payment

Provision for obsolete stores
Others

Recognized in retained earnings on change in accounting policy
Unfunded

Balance at end of the year
Accumulated compensated absences - unfunded

Post retirement medical facility- unfunded

(Reversal) / charge for the year in respect of
Benevolent grants - unfunded

Balance at the beginning of the year
Accelerated tax depreciation

Right of use assets / lease liabilities
Recognized in statement of profit or loss

Deductible temporary diffrence
Accelerated tax amortization
Provision for obsolete stores
Impairment loss on trade debts
Contract cost

Liabilities claimable on payment
Employees retirement benefits
Liabilities for pension obligations

Movement during the year

Gratuity - funded
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8.2 As more fully explained in note 15.8, the Company'’s obligation for funded pension is restricted to the extent of pension increases and

8.6 The expected contributions in the next financial year to be paid to the funded gratuity plan by the Company is Rs 84,804 thousand
benefits as determined by the Board of Trustees of the Pakistan Telecommunication Employees Trust (PTET).

respectively.
Defined benefit pension plan Defined benefit gratuity plan

funded funded 8.7 Sensitivity analysis
The calculations of the defined benefits obligation is sensitive to the significant actuarial assumptions set out in note 8.1 (d). The table below
2022 2021 2022 2021 summarizes how the defined benefit obligation at the end of the reporting period would have increased / (decreased) as a result of change in
Rs '000 Rs '000 Rs '000 Rs '000 the respective assumptions.
8.3 Changes in the fair value of plan assets
Impact on defined benefit obligation
Balance at beginning of the year 129,187,278 125,102,302 1,768,009 1,624,825 o/ : - ° -
Expected return on plan assets 12,437,141 12,086,633 173,026 146,234 1% increase in 1% decrease in
Payments made to members on behalf of fund - - 189,573 293,141 assumption assumption
Gain / (loss) on remeasurement of assets 2,309,756 470,282 115,172 (3,050) Rs '000 Rs '000
Contributions made by the Company during the year 822,813 807,959 308,994 -
Benefits paid (9,631,728) (9,279,898) (189,573) (293,141) Future salary / medical cost
Balance at end of the year 135,125,260 129,187,278 2,365,201 1,768,009
Pension - funded 8,118,459 (7,646,335)
8.4 Plan assets for funded defined benefit pension plan are comprised as follows: Pension - unfunded 1,031,966 (934,104)
Gratuity - funded 143,676 (135,321)
Accumulating compensated absences - unfunded 161,760 (149,013)
2022 2021 Post-retirement medical facility - unfunded 2,131,098 (1,835,457)
! Rs ‘000 Percentage Rs ‘000 Percentage
Debt instruments - unquoted }
- Special savings accounts 8 0.00 1,820,678 1.41 Discount rate
- Defense savings certificates 27,446,545 20.32 27,500,107 21.30
- Regular income certificates 44,423,056 32.89 62,534,059 48.41 Pension - funded (16,010,227) 18,217,666
- Pakistan investment bonds 3,064,527 2.27 4,354,156 3.38 Pension - unfunded (1,367,541) 1,587,411
-Term Deposit Receipt 1,079,016 0.80 - 0.00 Gratuity - funded (135,348) 143,615
76,013,144 56.28 96,209,000 74.50 Accumulating compensated absences - unfunded (149,035) 161,708
Cash and cash equivalents Post-retirement medical facility - unfunded (1,835,597) 2,130,720
- Term deposits 27 892 644 20.65 11,300,000 8.74 Benevolent grants - unfunded (575,869) 668,456
- Equity securities 1,176,835 0.87 1,185,787 0.92 )
- Sukuks 1,720,424 1.27 1,765,403 1.37 Future pension
- Pakistan investment bond 686,770 0.51 904,952 0.70
- Term finance certificates 45,441 0.00 42,420 0.00 Pension - funded 18,221,355 (16,008,803)
- Treasury bills 7,517,420 5.56 1,038,459 0.80 Pension - unfunded 1,474,324 (1,282,486)
- Cash and bank balances 2,670 0.00 2,827 0.00
39,042,204 2886 16,239,848 12.53 Benevolent grants
Investment property
- Telecom tower 10,113,021 7.48 10,113,021 7.83 Benevolent grants - unfunded 668,575 (575,825)
- Telehouse 2,280,969 1.69 2,280,969 1.77
12,393,990 9.17 12,393,990 9.60
Increase by Decrease by
Fixed assets 9,563 0.01 7,085 0.01 . 1 year 1 year
Other assets 9,062,942 6.71 5,740,972 4.45 Expected mortality rate Rs '000 Rs '000
136,521,843 101.08 130,590,895 101.09
Liabilities Pension - funded (3,029,357) 3,011,111
- Staff retirement benefits (106,330) (0.08) (90,504) (0.07) Pension - unfunded (127,069) 123,658
- Amount due to PTCL (15,366) (0.01) (1,300) 0.00 Gratuity - funded (30,087) 29,270
- Accrued and other liabilities (247,723) (0.18) (254,167) (0.20) Accumulating compensated absences - unfunded (24,276) 33,377
- Provision for zakat (1,027,164) (0.76) (1,057,646) (0.82) Post-retirement medical facility - unfunded (867,921) 369,327
(1,396,583) (1.03) (1403,617) (1.09) Benevolent grants - unfunded (115,427) 115,865
135,125,260 100.00 129,187,278 100.00
The above sensitivity analysis are based on changes in assumptions while holding all other assumptions constant. In practice, this is unlikely
8.5 Plan assets for defined gratuity fund are comprised as follows: to occur, and changes in some of the assumptions may be correlated. When calculating the sensitivity of defined benefit obligation to
significant actuarial assumptions the same method (present value of the defined benefit obligation calculated with the projected unit credit
2022 2021 method at the end of the reporting period) has been applied as when calculating the pension liability recognized within the statement of
Rs ‘000 Percentage Rs ‘000 Percentage financial position.
Units of mutual funds 113,042 4.78 108,432 6.13
Term deposit receipt 1,601,536 67.76 1,382,991 78.23 8.8 Through its defined benefit pension plans the Company is exposed to a number of actuarial and investment risks, the most significant of
Term finance certificate 500,000 2116 200,000 11.31 which include, interest rate risk, property market risk and longevity risk for pension plan and salary risk for all the plans.
Other assets 36,097 1.45 34,352 1.94
Bank balances 114,526 4.85 42,234 2.39
2,365,201 100.00 1,768,009 100.00
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2022 2021

9 Deferred government grants Note Rs '000 Rs '000
Balance at beginning of the year 8,618,967 7,279,353
Received during the year 6,767,876 2,846,045

15,386,843 10,125,398
Income recognized during the year 33 (1,181,356) (1,506,431)
Balance at end of the year 14,205,487 8,618,967
This represent grants received from the Universal Service Fund, as assistance towards the development of
telecommunication infrastructure in rural areas, comprising telecom infrastructure projects for basic telecom access,
transmission and broadband services spread across the country.

10 L t | f bank 2022 2021

ong term loans from banks | .
Annual Mark-up Bi-annual Note Rs '000 Rs ‘000
Bank Rate (3month Repayment Comencement Repayment
KIBOR Plus) Date Installment
Interest Principal

MCB Bank Ltd 0.30%  September 15, 2022 December15, 2026 6 10.1 11,000,000 -
Habib Bank Ltd 0.40% March 31, 2023 June 30, 2027 6 10.2 11,500,000 -
Less: transaction costs (1 20.01 9) -
22,379,981 -
Accrued Interest 68,386 -
22,448,367 -
Current portion of long term loans from banks (68,386) -
22,379,981 -

10.1 During the year the Company has entered into a syndicate term finance agreement dated 16 June 2022 to avail long
term finance facility to the extent of Rs. 11,000,000 thousand for the purpose of equity injection into its wholly
owned subsidiary Pak Telecom Mobile Limited. The finance facility is secured by creating a charge by way of
hypothecation over the Hypothecated Assets in favour of the MCB Bank Limited - Security Agent, which shall constitute
a first charge in favour of MCB Bank Limited - Security Agent (for the benefit of the Syndicate). The loan is repayable in
6 bi-annual instalments commencing from 15 December 2026.

10.2 During the year the Company has entered into a syndicate term finance agreement dated 29 December 2022 to avalil
long term finance facility to the extent of Rs. 11,500,000 thousand for the purpose of equity injection into its wholly owned
subsidiary Pak Telecom Mobile Limited. The finance facility is secured by creating a charge by way of hypothecation over
the Hypothecated Assets in favour of the HBL Bank Limited - Security Agent, which shall constitute a first charge in favour
of HBL Bank Limited - Security Agent (for the benefit of the Syndicate). The loan is repayable in 6 bi-annual instalments
commencing from 30 June 2027.

. 2022 2021
11 Lease liabilities . Rs '000 Rs '000
. ote

Lease commitments

Not later than one year 484,647 581,389
Later than one year and not later than 5 years 1,239,695 1,311,536
Later than 5 years 261,411 261,497
Total undiscounted lease commitments 1,985,753 2,154,422
Discounted lease liability using the incremental borrowing rate 1,619,093 1,728,811
Current portion shown under current liabilities (347,459) (421,755)
Due after 12 months 1,271,634 1,307,056

12 Trade and other payables
Trade creditors 17,961,115 13,495,298
Accrued and other liabilities 12.1 36,715,513 33,308,502
Technical services assistance fee 12.2 35,656,357 30,644,507
Contract liability 8,156,078 7,136,903
Retention money / payable to contractors and suppliers 7,666,471 6,666,995
Payable to subsidiaries on account of group taxation 12.4 16,032,624 10,070,728
Sales tax payable 2,057,179 1,505,864
Income tax collected / deducted at source 687,254 491,290

12.3 124,932,591 108,320,087
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2022 2021
12.1 Accrued and other liabilities Note Rs '000 Rs '000
Accrued liability for operational expenses 9,251,535 7,647,118
Amount withheld on account of provincial levies (Sub-judice)
for ICH operations 1211 12,110,803 12,110,803
Accrual for Government / regulatory expenses 12,183,134 10,670,730
Accrued wages 2,451,585 2,318,258
Others 718,456 561,593
36,715,513 33,308,502
1211 This represents International Clearing House “ICH” revenue which were shared between the Company and other Long
Distance and International “LDI” operators in the ratio of 50:50. Therefore, out of this, 50% of the amount represents
revenue not recognised by the Company. As the ICH operator, the Company challenged the imposition of sales tax on
ICH revenue and the matter is sub-judice in different courts of law; therefore, the relevant share of the ICH partners is
being held by the Company till the finalization of the subject cases.
12.2 Liability has not been settled since State Bank of Pakistan has not yet acknowledged the extension of Technical Service
Assistance (TSA) Agreement.
. ) . 2022 2021
12.3 Trade and other payables include payables to the following related parties: Rs '000 Rs '000
Pak Telecom Mobile Limited (PTML) 46,320 1,091,142
U Microfinance Bank Limited 643 643
DVCOM Data (Private) Limited (DVCOM) 1,581,000 1,377,000
Emirates Telecommunication Corporation 2,203,154 1,361,012
Etisalat - Afghanistan 77,660 45,747
Telecom Foundation 3,411 63,995
Government of Pakistan (GoP) related entities ,732,806 1,464,680
TF Pipes Limited 4,430 4,630
PTCL Employees GPF Trust 38,606 5,541
Retention money / payable to contractors and suppliers
TF Pipes Limited 2,940 3,055
These balances relate to the normal course of business of the Company and are interest free.
12.4 This represents payable to PTML Rs 15,616,879 thousand (December 31, 2021: Rs 9,650,660 thousand), DVCOM Rs
415,745 thousand (December 31, 2021: Rs 420,068 thousand) on account of group taxation.
13 Short term running finance
These facilities are obtained from various commercial banks with an aggregate limit of Rs. 9,100,000 thousand (2021:
Nil) and are secured against 1st pari passu charge on present and future current assets and all other movable assets of
the Company. These facilities carry markup rates ranging from 1-month KIBOR to 3-month KIBOR plus 0.2% to 1.5%
(2021: Nil) per annum.
14 Security deposits
These security deposits are received from customers for services to be provided and are refundable / adjustable on
termination of their relationship with the Company. These are non interest bearing and include security deposits of Rs
3,623 thousand (December 31, 2021: Rs 3,623 thousand) from Pak Telecom Mobile Limited (PTML), a related party. The
Company has adjusted / paid a sum of Rs 42 thousand (December 31, 2021: Rs 619 thousand) to its customers during
the year against their balances. Amount of these security deposits has been kept in a separate bank account.
15  Contingencies and commitments

Contingencies

Indirect taxes
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15.1 Against the decision of Appellate Tribunal Inland Revenue (ATIR) upholding tax authorities' decision to impose Federal
Excise Duty (FED) amounting to Rs 365,098 thousand on Technical Services Assistance fee assuming that the fee is
against franchise arrangement for the period from July 2008-09 & 2010-11, PTCL has filed reference in the Honorable
Islamabad High Court. Accordingly, the stay order was granted by the Honorable Islamabad High Court. Similarly,
against an order of the Punjab Revenue Authority (PRA) for the services sales tax, a demand of Rs 461,629 thousand on
Technical Services Assistance fee was raised assuming that the fee is against franchise arrangement for the period from
October 2012 to December 2014. The appeal is sub judice before the Commissioner Appeals - PRA, and the stay order
from the Honorable Lahore High Court is also in place against any coercive measures.

15.2 Based on an audit of certain monthly returns of FED, a demand of Rs 1,289,957 thousand was raised on the premise that
the Company did not apportion the input tax between allowable and exempt supplies. The Company is in appeal before
ATIR, which is pending adjudication. Meanwhile, the Honorable Islamabad High Court has granted a stay order in this
regard against any coersive measures.

15.3 Against the decision of Sindh Revenue Board (SRB) imposing sales tax on services of Rs 4,417,000 thousand and
Khyber Pakhtunkhwa Revenue Authority (KPRA) Rs. 2,374,000 thousands on revenues from international incoming calls
from Nov, 2012 to Dec, 2013 & July,2013 to Dec, 2019 respectively , the appeals are pending adjudication before the
Commissioner Appeals. A stay order has been obtained from Honorable Sindh High Court & Honorable Peshawar High
Court against any coercive action by SRB and KPRA.

15.4 The Sindh Revenue Board (SRB) has assessed Sindh sales tax on services amounting to Rs 702 million on the premise
that PTCL did not pay sales tax on invoices issued for services rendered to Cellular Mobile Operators (CMOs).
Department view was not supported by the record and PTCL has submitted detailed evidence to refute the same before
the learned Commissioner Appeals, SRB and stay has been granted. Management and tax advisors believe that this
case would be settled in favor of PTCL owing to the evidence on record.

15.5 Against the decision of the Customs Appellate Tribunal imposing additional custom duties, a reference as well as writ
petition against the decision is pending before the Honorable Sindh High Court. Further, through the petition filed before
the Honorable Sindh High Court, a stay order has been obtained against order of the Tribunal. The Honorable Sindh High
Court has stayed the recovery of the levies amounting to Rs 932,942 thousand. Further, the Collector of Customs
imposed additional duties, taxes and other charges amounting to Rs 1,685,884 thousand against which the Company
has filed an appeal before the Customs Appellate Tribunal.

Income tax

15.6 For the tax years 2007, 2009, 2010, 2011 to 2021, Taxation Officer disallowed certain expenses, tax credits and levied
short deduction of WHT. The impugned orders were challenged at the relevant appellate forums which allowed partial
relief thereof. After taking into account the orders of CIR (Appeals), ATIR as well as rectification orders tax impact of the
disallowances is Rs 52,523,778 thousand. Appeals on the remaining outstanding items are pending adjudication before
ATIR. Reference in respect of 2007 is subjudice before the Honorable Islamabad High Court. Stay has been obtained in
all cases from different fora.

15.7 For the Tax Year 2020, Taxation officer objected to the quarterly advance tax calculation submitted by the Company
based on group taxation and raised demand amounting to Rs. 2,855,907 thousand despite that PTCL had filed option
for group taxation within prescribed time. PTCL obtained stay order from Honorable Islamabad High Court against any
coercive measures. Later the Securities and Exchange Commission of Pakistan also issued Group Designation Letter for
PTCL Group.

Others

15.8 In 2010, Pakistan Telecommunication Employees Trust (“PTET”) board approved the pension increase which was less
than the increase notified by the Government of Pakistan (“GoP”). Thereafter, pensioners filed several Writ Petitions. After
a series of hearings, on June 12, 2015 the Apex Court decided the case in the interest of pensioners. On July 13, 2015,
Review Petition was filed in Supreme Court of Pakistan against the Judgment of June 12, 2015.
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15.9

The Honourable Supreme Court of Pakistan (Apex Court) disposed the Review Petitions filed by the Company, the
Pakistan Telecommunication Employees Trust (PTET) and the Federal Government (collectively, the Review Petitioners)
vide the order dated May 17, 2017. Through the said order, the Apex Court directed the Review Petitioners to seek
remedy under section 12(2) CPC (Civil Procedure Code) which shall be decided by the concerned Court in accordance
with the law, and to pursue all grounds of law and fact in other cases pending before High Courts. The Review Petitioners
have filed the applications under section 12(2) CPC before respective High Courts. However, PTET has implemented the
Apex court decision dated 12 June 2015 to the extent of 343 pensioners who were the petitioners in the main case. Some
of the interveners (pensioners) seeking the same relief as allowed vide order dated June 12, 2015 have been directed
by the Apex Court to approach the appropriate forum on May 10, 2018. Islamabad High Court on 2nd November, 2021,
has decided that the GOP increases are not allowed to VSS optees, PTC pensioners and to the workmen. To the extent
of Civil Servants the Islamabad High Court allowed the GOP increase. However, to the same extent appeal has been filed
before Apex court within the limitation. Under the circumstances, management of the Company, on the basis of legal
advice, believes that the Company’s obligations against benefits is restricted to the extent of pension increases as
determined solely by the Board of Trustees of the PTET in accordance with the Pakistan Telecommunication
(Re-Organization) Act, 1996 and the Pension Trust Rules of 2012 and accordingly, no provision has been recognized in
the Company’s financial statements.

The Company implemented policy directives of Ministry of Information Technology conveyed by the Pakistan
Telecommunication Authority regarding termination of all international incoming calls into Pakistan. On suspension of
these directives by the Honorable Lahore High Court, the Honorable Supreme Court of Pakistan dismissed the pertinent
writ petitions by directing Competition Commission of Pakistan (CCP) to decide the case. The Honorable Sindh High
Court suspended the adverse decision of CCP and the case is pending for adjudication.

1510 A total of 1,267 cases (December 31, 2021: 1,118) against PTCL involving Regulatory, Telecom Operators, Employees

15.11

and Subscribers. Because of number of cases and their uncertain nature, it is not possible to quantify their financial
impact. Management and legal advisors of the Company are of the view that the outcome of these cases is expected to
be favorable and liability, if any, arising out on the settlement is not likely to be material.

No provision on account of above contingencies has been made in these financial statements as the management and
the tax / legal advisors of the Company are of the view, that these matters will eventually be settled in favor of the
Company.

Guarantees and bid bonds issued in favour of: 2022 2021
Note Rs '000 Rs '000

Bank guatantees

Universal Service Fund (USF) against government grants 9,195,921 9,058,005

Others 15.11 1 2,362,885 2,809,251

11,558,806 11,867,256

Corporate guarantee in favour of PTML 43,800,000 27,991,416

1511.1 Others includes bank guarantees given on behalf of DVCOM Data (Private) Limited to PTA amounting to Rs 675,000

thousand (December 31, 2021: Rs. 675,000 thousand).

2022 2021

15121 Commitments Rs '000 Rs '000
Contracts for capital expenditure 8,850,046 7,319,139
Letter of comforts in favour of PTML 3,500,000 3,500,000

12,350,046 10,819,139
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NOTES TO AND FORMING PART OF THE
FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2022

The Person in whose Person in Reasons for the property or asset not being
Sr.No. Description Address name the property is Possession or in the name of or possession or control of | (Rupees)
registered control the Company
19 Songal (Scheme-33) Staff | Deh Songal (Scheme-33) Staff Quarter, Provincial Government | Not in Possession | Sindh Government agreed to provide 94,059
Quarter Malir, Karachi. of PTCL. alternate land which is still awaited
20 Chak 121/NB Telephone | Khewat No.18 Khatoni 57, Chak 121/NB, Private Name PTCL Under Litigation 487,700
Exchange Sillanwali, Sargodha.
21 Jhoke Utra Telephone Khata No. 58, Khasra No. 19/8, Killa No. 8, Private Name PTCL Under Litigation 1
Exchange etc. Malkani Kaln Road, Chowk Shehbazi,
Moza Malkani Khurd, Jhoke Utra, D.G
Khan.
22 Tando Adam PTCL Qtrs. | Survey No. 204, Shahdad Pur Road, Near Private Name PTCL Pending for Transfer with Sindh 1
Siddique Akbar Masjid, Tando Adam, Government
Sanghar.
23 Madeji Telephone Federal Govt. Scheme, Station Road, Near Private Name PTCL Pending for Transfer with Sindh 1,476,207
Exchange Rice Mill, Madeji, Garhi Ysain, Shikarpur. Government
24 Compact Exchange Block No. 85, Village Ahmadia, Deh Private Name PTCL Pending for Transfer with Sindh 46,055
Building, Mehmoodabad | Malhansar, Taluka Kunri, Umer kot. Government
25 Sakrand Telephone Mehrabpur Road, Main Bazar, Sakrand, Provincial Government PTCL Pending for Transfer with Sindh 1
Exchange Nawabshah. Government
26 Tando Muhammad Khan | Survey No. 40, 41 etc. Near Civil Hospital, Private Name PTCL Pending for Transfer with Sindh 43,650
Telephone Exchange Deh Tando Mohd. Khan, Hyderabad. Government
27  Sirikot Telephone Khasra No. 895/896/897, etc. Sirikot Road, Private Name PTCL Under Litigation 33,662
Exchange Moza Sirikot, Haripur.
28 Wana Telephone Azam Warsak Road, Wana, S.W. Agency | Provincial Government PTCL Exchange is located in Tehsil Office and 1
Exchange H/Q Wana. not a PTCL Property.
29 Mirpur Khas Customer Survey No. 1320, Hyderabad Road, Mirpur Private Name PTCL Pending for Transfer with Sindh 1
Service Center Building Khas Government
30 Shahi Bala Telephone Khasra No. 968, 969, Khewat No.139 etc. Private Name PTCL Under Litigation 1
Exchange Moza Shahi Bala, Peshawar.
31 Baba Jee Khando Hill Khasra No. 73, Khatoni No. 169 etc. Baba Private Name PTCL Under Litigation 15,755
DRS Jee Kandoo Hill, Bunair.
32 Sambrial -II Near Petrol Pump & Annayat Group - Not in Possession | The site delisted by PC because Sambrial 2,800,000
Factory, Moza Sambrial, Sialkot. of PTCL T/E and Sambrial-Il are the same sites.
33 Rashki Telephone Khasra No. 40/121, Khata No. 210/844, - Not in Possession | The site delisted by PC because it came 1
Exchange Mutation No. 5282, Moza Rashki, of PTCL under Peshawar-Islamabad Motorway (MI).
Nowshera.
- Not in Possession | The site delisted by PC because a room 1
34 Kharian Cantt Telegraph | Behind GPO, Kharian, Guijrat. of PTCL was provided by MEO to facilitate Pakistan
office (Site-1ll) army in Cantt. Telegraph Office closed
since 2006.
35 Sita Road RCD Survey No. 814, Deh Bhagana, Tapa - Not in Possession | The site delisted by PC because the land 1
Microwave Danager-I, Sita Road RCD Microwave, of PTCL is not transferred to PTCL & no network
Khairpur, Nathan Shah, Dadu. element existed on ground.
36 Tarnol (Additional Land) | Khasra No. 1552/683, Khewat No. 249 ( - Not in Possession | The site delisted by PC because the land 2
1980-81) etc. Moza Sariay Kharboza, G.T. of PTCL owned by private party
Road, Islamabad
37 Chakra (Chowker) Khasra No. 1499-1502, Khewat No. 97-98, - Not in Possession | The site delisted by PC because no PTCL 260,000
Telephone Exchange 115, Khatoni No. 171, 196 etc. Moza of PTCL land exists there
Chowker, Rawalpindi.
38 Sindhri Telephone Survey No. 153 etc. Near Police Station, Private Name PTCL Conditionally Transferred not accepted 1

Exchange

Deh Khani Mangri, Sindhri, Khipro,
Sanghar.

by PTCL
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Apart from the above disclosed (38) properties, there are additional properties that are not part of the Financial
Statements because they are also not held in the name or control of the Company since legal title to them has not been
transferred from the relevant parties/authorities to the Company. Some of these additional properties were also listed in
the SRO 430(1)/2004 dated 7th June 2004 (the SRO) to be transferred to the Company free from any charge, burden,
hypothecation or encumbrances and no stamp duty or transfer charges shall be payable under any law in relation to
the transfer or vesting of these properties to the Company. These properties are under discussion between the
Government of Pakistan and the Ultimate Parent Company and upon the conclusion of the matter, appropriate
accounting treatment or disclosure will be made in the subsequent Financial Statements, if required.
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NOTES TO AND FORMING PART OF THE
FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2022

16.4 Disposals of property, plant and equipment:

The assets disposed off during the year with book value exceeding five hundred thousand rupees.

Accumulated Net book Sale Gain / (loss) on Mode of Particulars of
Cost depreciation value proceeds disposal disposal purchaser /relationship with
Company
Rs '000 Rs '000 Rs '000 Rs '000 Rs '000
Line and wire 970 442 528 15,000 14,472 Auction Abdullah Engineering Works,
Gujranwala/ No relation with
Company
Line and wire 848 321 527 15,000 14,473 Auction Abdullah Engineering Works,
Gujranwala/ No relation with
Company
Line and wire 1,268 671 597 11,923 11,326 Auction Abdullah Engineering Works,
Gujranwala/ No relation with
Company
Apparatus, plant 3,552 1,717 1,835 1,835 - Insurance EFU General Insurance Co.
and equipment
Apparatus, plant 3,647 1,185 2,462 2,492 30 Insurance EFU General Insurance Co.
and equipment
Vehicles 6,573 5314 1,259 1,168 (91) Company Policy Mr. Mogeem ul Hag
Vehicles 9,608 7,768 1,840 1,707 (133) Company Policy Mr. Nadeem Khan
Vehicles 15,200 7,093 8,107 8,090 (17) Company Policy Mr. Sikandar Nagi
Vehicles 21,849 1,457 20,392 20,757 365 Company Policy Mr. Mogeem ul Haq
63,515 25,968 37,547 77,972 40,425
16.5 The depreciation charge for the year has been allocated as follows: 2022 2021
Note Rs '000 Rs '000
Cost of services 30 15,444,105 14,925,809
Administrative and general expenses 31 217,118 196,675
Selling and marketing expenses 32 134,219 122,123
15,795,442 15,244,607
16.6  Capital work in progress
Buildings 494,420 398,320
Lines and wires 7,465,110 3,923,223
Apparatus, plant and equipment 4,626,361 4,266,016
Turnkey projects 4,802,883 4,982,676
17,388,774 13,570,235
16.7 Movement during the year
Balance at beginning of the year 13,570,235 10,941,628
Additions during the year 25,832,145 22,876,124
Transfers during the year
- operating fixed assets (21,812,564) (19,324,343)
- intangible assets (201,042) (923,174)
(22,013,606) (20,247,517)
Balance at end of the year 17,388,774 13,570,235
17 Right of use (ROU) assets
. Lease rental  Right of way 2022 2021
Movement during the year Note Rs '000 Rs '000 Rs '000 Rs '000
Balance as at January 01, 2022 1,392,202 693,250 2,085,452 1,672,711
Additions for the year 48,979 167,800 216,779 816,587
Depreciation for the year 30 (372,418) (152,107) (524,525) (403,846)
Balance as at Decembner 31, 2022 1,068,763 708,943 1,777,706 2,085,452
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18

18.1 Breakup of net book values as at year end is as follows :

Intangible assets

As at December 31, 2020
Cost

Accumulated amortization
Net book value

Movement during 2021
Opening net book value
Additions

Amortization charge for the year
Net book value

As at December 31, 2021
Cost

Accumulated amortization
Net book value

Movement during 2022
Opening net book value
Additions

Amortization charge for the year
Net book value

As at December 31, 2022
Cost

Accumulated amortization
Net book value

Annual rate of amortization (%)

Licenses and spectrum
Telecom
WLL spectrum
WLL and LDI License
IPTV

Computer software

Note

30
18.1

30
18.1

18.2
18.2
18.3
18.4

Licenses and  Computer Total
spectrum software Rs '000
Rs '000 Rs '000
4,166,794 2,721,354 6,888,148
(8,375,762)  (2,054,319) (5,430,081)
791,032 667,035 1,458,067
791,032 667,035 || 1,458,067
472,219 450,955 923,174
(214,982) (300,150) (5615,132)
1,048,269 817,840 _ 1,866,109
4,639,013 3,172,309 || 7,811,322
(3,590,744)|| (2,354,469)|| (5,945,213)
1,048,269 817,840 _ 1,866,109
1,048,269 817,840 || 1,866,109
- 201,042 201,042
(214,982) (406,905) (621,887)
833,287 611,977 1,445,264
4,639,013 3,373,351 8,012,364
(3,805,726) | (2,761,374)|| (6,567,100)
833,287 611,977 1,445,264
4-10 6.67 - 33
2022 2021
Rs '000 Rs '000
434,441 453,330
313,221 492,220
71,442 84,836
14,183 17,883
833,287 1,048,269
611,977 817,840
1,445,264 1,866,109

NOTES TO AND FORMING PART OF THE
FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2022

18.3 PTA has issued a license under section 5 of the Azad Jammu and Kashmir Council Adaptation of Pakistan
Telecommunication (Re-organization) Act, 1996, the Northern Areas Telecommunication (Re-organization) Act, 2005
and the Northern Areas Telecommunication (Re-organization) (Adaptation and Enforcement) Order 2006, to the
Company to establish, maintain and operate a telecommunication system in Azad Jammu and Kashmir and
Gilgit-Baltistan, for a period of 20 years, commencing May 28, 2008, at an agreed license fee of Rs 109,270 thousand.
During the year 2015, PTA allocated additional spectrum for WLL services in Azad Jammu & Kashmir (AJ&K) and
Gilgit-Baltistan (GB) for Rs 98,487 thousand. The duration of the License shall be for the remaining period of the existing
WLL licenses. The cost of the licenses is being amortized, on a straight line basis, over the period of the licenses.

18.4

19

19.1

Pakistan Electronic Media Regulatory Authority (PEMRA) has renewed the IPTV licence effective from its last renewal
date i.e. November 02, 2016, at an agreed license fee of Rs 37,000 thousand. The cost of the license is being

amortized, on a straight line basis, over a period of 10 years.

Long term investments

Investments in subsidiaries and associate
Other investments

Investments in subsidiaries and associate - at cost (unquoted)

Wholly owned subsidiaries

Pak Telecom Mobile Limited - Islamabad
3,950,000,000 (December 31, 2021: 2,650,000,000)
ordinary shares of Rs 10 each

U Microfinance Bank Limited - Islamabad

408,571,420 (December 31, 2021: 308,571,420)
ordinary shares of Rs 10 each

78,863,428 (December 31, 2021: 78,863,428)

Preference shares of Rs 12.68 each

DVCOM Data (Private) Limited - Karachi
10,000 (December 31, 2021: 10,000)

ordinary shares of Rs 100 each
Shares held 100% (December 31, 2021: 100%)

Smart Sky (Private) Limited - Islamabad

10,000,000 (December 31, 2021: 10,000,000)
ordinary shares of Rs 10 each

Shares held 100% (December 31, 2021: 100%)

Associate

TF Pipes Limited - Islamabad

1,658,520 (December 31, 2021: 1,658,520)
ordinary shares of Rs 10 each

Shares held 40% (December 31, 2021: 40%)

Less: accumulated impairment loss on investment

18.2 The Pakistan Telecommunication Authority (PTA) has renewed the license to the Company, to provide telecommunication
services in Pakistan, for a period of 25 years, commencing January 01, 2021, at an agreed license fee of Rs 472,219
thousand. In June 2005 PTA modified the previously issued license to provide telecommunication services to include a
spectrum license at an agreed license fee of Rs 3,646,884 thousand. This license allows the Company to provide Wireless
Local Loop (WLL) services in Pakistan, over a period of 20 years, commencing October 2004. The cost of the license is being

amortized on a straight line basis over the period of the license.
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19.2 Other investments

Fair value through other comprehensive income (FVOCI) - unquoted

Thuraya Satellite Telecommunication Company - Dubai, UAE

3,670,000 (December 31, 2021: 3,670,000)
ordinary shares of AED 1 each

Less: accumulated impairment loss on investment

Alcatel - Lucent Pakistan Limited - Islamabad
2,000,000 (December 31, 2021: 2,000,000)
ordinary shares of Rs 10 each

Note

19.1
19.2

2022 2021
Rs '000 Rs '000
44,684,857 30,684,857

51,427 51,427
44,736,284 30,736,284
39,500,000 26,500,000

4,083,857 || 3,083,857
1,000,000 || 1,000,000
5,083,857 4,083,857
1,000 1,000
100,000 100,000
44,684,857 30,684,857
23,539 23,539
(23,539) (23,539)
44,684,857 30,684,857
63,900 63,900
(32,473) (32,473)
31,427 31,427
20,000! 20,000
51,427 51,427
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NOTES TO AND FORMING PART OF THE NOTES TO AND FORMING PART OF THE
FINANCIAL STATEMENTS FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2022 FOR THE YEAR ENDED DECEMBER 31, 2022
2022 2021
Note Rs ‘000 Rs ‘000 20.3 These loans and advances are for house building and purchase of vehicles and motor cycles. These loans are recover-
20 Long term loans and advances - considered good able in equal monthly installments spread over a period of 5 to 10 years and are secured against retirement benefits of
the employees.
Loans to PTML - unsecured 20.1 17,250,000 7,500,000
Loans to Ubank - unsecured 20.1 1,200,000 2,200,000 Loans to executive employees include loan balances of key management personnel aggregating Rs 34,174 thousand
Loans to employees - secured 1,434,188 || 1,649,737 (December 2021: 63,548 thousand).
Imputed interest (305,238) (326,883) ] . ) ,
1,128,950 1,322,854 List of key management personnel having outstanding balances of loans up till December 31, 2022 are as under:
19,578,950 11,022,854
Others 179047 153624 No. Name of employees No. Name of Employees
19,757,997 11,176,478 1 Mr. Aamer Ejaz 14 Mr. Muhammad Amer Shafique
Loans to Subsidiaries - unsecured 24 (2,000,000) || (1,750,001) 3 Mr. Abdul Basit 16 Mr. Muhammad Basharat Qureshi
Loans to employees - secured 24 (325,137) (349,032) 4 M. Ab(jUIIah Hameed 17 Mr. Muhammad Fahim Ur Rehman
5  Mr. Amjad Igbal 18  Mr. Muhammad Shehzad Yousuf
(2,325,137) (2,099,033) .
17 432 860 9077 445 6  Mr. Arslan Haider 19  Mr. Muhammad Umar llyas
: : : : 7 Mr. Dr Muhammad Shafig Ur Rehman 20 Ms. Saima Akbar Khattak
; ; ; 8  Ms. Hina Tasleem 21 Mr. Saleem Ullah Baig
20.1 These represent various unsecured loans given to PTML and Ubank under subordinated debts agreements, from 2017 to , ) )
2022 on f%llowingvtelrrrl:s- : : v a : I ¢ 9  Mr. Ishtiag Naveed Gill 22  Mr. Syed Muhammad Imran Al
) PTML Ubank 10 Mr. Mateen Malik 23 Mr. Syed Muhammad Shoaib
- . . - a 11 Mr. Mian Omer Shah 24 Mr. Wajeeh Anwer
. First loan Second loan Third loan Fourth loan Fifth loan First loan 12 Mr. Mohammad Nadeem Khan 25  Mr. Zain Ul Abideen
Disbursement Date December 04  August 03 December 24 July 20 October 28  December 31 13 Mr. Mubashir Naseer Ch.
2017 2018 2019 2022 2022 2018
Loan (Rs '000) 5,000,000 1,000,000 1,500,000 4,000,000 7,500,000 2,200,000 The maximum aggregate amount of loans to key management personnel outstanding at any time during the year was Rs
58,541 thousand (December 31,2021: Rs. 84,468 thousand ).
Mark-up Rate Kibor plus 24 Kibor plus 25  Kibor plus 60  Kibor plus 50 Kibor plus 50 3 month Kibor
basis points  basis points basis points basis points  basis points plus 200 21 Contract cost
basis points Sl 2021
Note ! '
Grace Period 4 years 4 years 4 years 4 years 4 years 5 years Lo Rs 000
Cost to obtain a contract 642,678 480,946
Repayment Twelve equal  Twelve equal  Twelve equal  Twelve equal Twelve equal Four equal Cost to fulfil a contract 1,936,535 1,842,633
method quarterly quarterly quarterly quarterly quarterly semi annual 21.1 2,579,213 2,323,579
installments installments installments installments  installments installments Current maturity of contract costs (1,934,409) (1,742,684)
644,804 580,895
Due date of first installment March 04 November 04 March 24 October 20 January 28 June 30
2022 2022 2024 2026 2027 2024 21.1 Movement during the year
Maximum amount of outstanding subsidary loans at any time during the year was Rs. 18,950,000 thosand ( December 31, o
2021: Rs. 9,700,000 thosand) Bala_ncg atl the begmmng of the year 2,323,579 2,300,758
Capitalization during the year 3,989,450 3,686,946
20.2 Reconciliation of carrying amounts of loans to executives and other employees: 6,313,029 5,987,704
As at January Disbursements Repayments As at Amortization during the year 30 (3,733,816) (3,664,125)
01,2022 Dg‘iceznaggr Balance at end of the year 2,579,213 2,323,579
Rs '000 Rs '000 Rs '000 Rs‘ '000
22 Stores and spares
Executives 149,593 11,604 (90,276) 70,921
Other employees 1,500,144 188,806 (325,683) 1,363,267 Stores and spares 8,471,386 6,633,205
1,649,737 200,410 (415,959) 1,434,188 Provision for obsolescence 22.1 (834,799)  (1,058,165)
As at January ~ Disbursements Repayments As at 7,636,587 5,575,040
01,2021 December
31, 2021 22.1 Provision for obsolescence
Rs '000 Rs '000 Rs '000 Rs '000
Executives 202,726 38,924 (92,057) 149,593 Balance at beginning of the year 1,058,165 1,235,872
Other employees 1,368,855 422,944 (291,655) 1,500,144 Reversal during the year 22.2 (223,366) (177,707)
1,571,581 461,868 (383,712) 1,649,737 Balance at end of the year 834,799 1,058,165
Maxi t of loan t ti doth I tstanding at time during th :
aximurm amount ot foan fo exSCULves and other mployess oulsianding &t any time during the year 2022 2021 22.2 The company has reversed Rs. 223,366 thousand of the inventory provided for in the previous years and these have been
Rs '000 Rs '000 disposed off / consumed during the year.
Executives 137,431 228,240
Other employees 1,500,323 1,519,278
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23

23.1

23.2

2022 2021
Note Rs '000 Rs '000
Trade debts 33,944,416 23,452,694
Contract asset 5,349,060 4,484,029
39,293,476 27,936,723
Domestic
Considered good 23.1 11,816,749 10,977,112
Considered doubtful 8,039,691 6,953,517
19,856,440 17,930,629
International
Considered good 23.2 27,476,728 || 16,959,611
Considered doubtful 57,475 57,475
27,534,203 17,017,086
47,390,643 34,947,715
Excpected credit loss on trade debts and contract assets 23.3 (8,097,166) (7,010,992)
23.4 39,298,477 27,936,723
These include amounts due from the following related parties:
Maximum Up to More than 6 2022 2021
aggregate amount 6 months months Rs '000 Rs '000
Rs '000 Rs '000 Rs '000
Pak Telecom Mobile Limited 974,849 - - 152,645 486,506
U Microfinance Bank Limited 4,324 3,083 1,241 4,324 1,157
GoP related entities 3,163,535 1,184,682 1,978,853 3,163,535 3,039,371
3,167,859 1,187,765 1,980,094 3,167,859 1,963,481
These include amounts due from the following related parties:
Maximum Up to More than 6 2022 2021
aggregate amount 6 months months Rs '000 Rs '000
) . Rs '000 Rs '000 Rs '000
Emirates Telecommunication
Corporation 25,306,481 3,399,849 21,906,632 25,306,481 15,155,221
Etisalat - Afghanistan 500,441 8,287 492,154 500,441 101,883
Etihad Etisalat Company 54,803 - - - 54,803
GoP related entities 205,219 205,219 - 205,219 105,594
26,012,141 3,613,355 22,398,786 26,012,141 15,417,501
2022 2021
, Rs '000 Rs '000
23.3 Expected credit loss on trade debts and contract assets
Balance at beginning of the year 7,010,992 7,631,181
Expected credit loss on trade debts and contract assets 1,707,110 1,469,679
Recognised due to change in accounting policy 1,297,322 -
Recovery of Defence Saving Certificates 4,120 1,420
3,008,552 1,471,099
10,019,544 9,102,280
Write off against expected credit loss on trade debts and contract assets (1,922,378) (2,091,288)
Balance at end of the year 8,097,166 7,010,992

Trade debts and contract assets - unsecured

23.4 These amounts are interest free and are accrued in the normal course of business.
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24 Loans and advances - considered good

24.

25

26

27

—_

271

Current portion of long term loans to employees
Current portion of long term loans to subsidiaries

Advances to suppliers and contractors

Note

20
20
241

These include Rs 26,774 thousand (December 31, 2021: Rs 26,774 thousand) to TF Pipes Limited, a related party.

Income tax recoverable

Balance at beginning of the year
Current tax charge for the year - profit or loss

Tax (charge) /credit on re-measurement gains- OCI

Tax paid during the year

Tax receivable on behalf of subsidiaries under group taxation

Balance at end of the year

Receivable from the Government of Pakistan (GoP)

Note

12.4

2022 2021
Rs '000 Rs '000
325,137 349,032
2,000,000 1,750,001
5,766,846 2,832,444
8,091,983 4,031,477

2022 2021
Rs '000 Rs '000
8,901,729 12,023,588
(5,030,491) (5,519,447)
(106,734) 502,653
7,022,604 1,894,935
5,687,108 8,901,729
15,451,262 9,646,276
21,138,370 18,548,005

This represents the balance amount receivable from the Government of Pakistan, on account of its agreed share in the
Voluntary Separation Scheme, offered to the Company's employees during the year ended June 30, 2008.

Prepayments and other receivables

Prepayments

- Pakistan Telecommunication Authority - related party

- Others

Other receivables
Due from related parties
Funded pension
Gratuity - funded
Federal Excise Duty (FED)
Others

Pak Telecom Mobile Limited
DVCOM Data (Pvt) Limited
Emirates Telecommunication

Corporation
Interest on subordinated loan to PTML
Interest on subordinated loan to Ubank
Pakistan Telecommunication Employees Trust
U Microfinance Bank Limited
Smart Sky (Pvt) Limited

2022 2021
Note Rs '000 Rs '000
26,903 24,313
106,554 90,713
133,457 115,026
27.1 14,432,768 10,596,718
8 3,189,002 1,802,337

8 30,261 -
27.2 2,816,935 2,816,935
27.7 1,087,008 1,096,072
21,689,431 16,427,088

Maximum Up to More than 6

aggregate amount 6 months months 20|22 20|21

Note Rs '000 Rs '000 Rs '000 B LY Rs ‘000
27.4 10,597,121 3,069,242 7,290,419 10,359,661 6,720,300
27.5 3,331,913 - 2,796,913 2,796,913 3,305,309
71,305 - 71,305 71,305 71,305
420,764 345,028 75,736 420,764 70,462
201,580 131,929 52,562 184,491 785
15,366 12,409 2,957 15,366 1,300
27.6 582,637 68,880 513,757 582,637 426,757
1,631 1,031 600 1,631 500
15,222,317 3,628,519 10,804,249 14,432,768 10,596,718
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2022 2021
Note Rs '000 Rs '000 2022 2021
30 Cost of services Note Rs '000 Rs '000
27.2 Federal Excise Duty 3,283,111 3,283,111 ff

Provision for doubtful amount (466,176) (466,176) %tjtsgﬁfcted staff cost 30 1;83;?88 1??%2;2
27.3 2,816,935 2,816,935 Interconnect costs 1:529:220 119741476
Foreign operators costs and satellite charges 6,455,027 6,442,689
27.3 This represents payments under protest on account of FED on interconnect charges. The Honourable Supreme Court has E%thi?%gﬁ\g:é sold ?gg?lgg ??;gg?;
decided the case in favor of PTCL. Amortization of contract costs 21.1 3,733,816 3,664,125
27.4 This amount includes TSA fee receivable from PTML Rs 7,943,096 thousand ( December 31, 2021: Rs 5,882,463 Sggta,i;Stgida%daitﬁ;(eensance and IT cost ;8?2?2491 ;;gggg;

thousand). i 084, 744,
27.5 This amount is net off provision for impairment of Rs. 535,000 thousand (December 31, 2021: Nil). ég(r:]bjrailtl;ggp;igeceh:p;erseguIatory charges 02 2?261(7)82 1;3;21?
27.6 This includes receivable from U Bank of Rs. 575,948 thousand (December 31, 2021: Rs 424,451 thousand) on account of ng;gg:gggg 82 ErgBe:Sys,eptlsant and equipment 1?'75 15232;(;2 14%2222
group taxation. Amortization and impairment of intangible assets 18 621,886 515,132
Other expenses 154,594 89,086

27.7 This amount is net off provision for impairment of Rs. 185,239 thousand (December 31, 2021: 185,239 thousand).

65,211,315 60,320,343

30.1 This includes Rs 3,060,476 thousand (December 31, 2021: Rs 3,009,425 thousand) in respect of employees retirement

2022 2021 '
v ot ane bk oo Note Rs '000 Rs '000 peneflts.
ash and bank balances
30.2 This represents the Company's contribution to the National Information Communication Technology Research and

Cash in hand 367 188 71 671 Development Fund (National ICT R&D Fund), Universal Service Fund (USF), annual license fee and other regulatory

Balances with banks: ’ ’ charges, in accordance with the terms and conditions of it's license to provide telecommunication services.

Deposit accounts - local currency 28.1 877,538 1,280,946 2022 2021

o ) Rs '000 Rs '000

Current accounts 31  Administrative and general expenses

Local currency 988,975 269,498

Foreign currency- USD 15,242 thousand Staff cost 31.1 2,478,585 2,419,659

(December 31, 2021: USD 5,291 thousand) 3,451,254 934,039 Outsourced staff cost 48,743 41,076

4 440 229 1203537 Fuel and power 414,465 284,394
— — Rates and taxes 239,388 198,749
28.2 5,684,955 2,556,154 Repairs and maintenance cost 263,903 280,317
28.1 The balances in deposit accounts, carry mark-up ranging between 8.25% and 14.50% (December 31, 2021: 5% and Gas arjd water 102,568 105,060
S . : } Travelling and conveyance 117,446 76,761
10%) per annum. These deposit accounts include Rs 580,797 thousand (December 31, 2021: Rs. 209,678 thousand ) with . . :
U Microfi Bank Limited lated . Th ) i t outstandi ; time during th Technical services assistance fee 31.2 2,949,999 2,896,345
|cr<t) |?ar%ce58gn797|?]| ed - z:\jrea ed party. The maximum aggregate amount outstanding at any time during the year Legal and professional charges 313 417,797 309.753
amounts to 1s ' ousand. Billing and printing expenses 383,232 372,784
. ) . ) Depreciation on property, plant and equipment 16.5 217,118 196,675

28.2 Bank balance includes Rs. 862 thousand (December 31, 2021: Rs. 1,924 thousand) carrying profit at the rate of 7% Other expenses 190,513 201,263

(December 31, 2021: 4.00% ) per annum from Shariah arrangements.

7,823,757 7,382,836

2022 2021
Note Rs '000 Rs ‘000 31.1 This includes Rs 521,444 thousand (December 31, 2021: Rs 512,746 thousand) in respect of employees retirement
29  Revenue benefits.
Broadband and IPTV 35268813 | 31468 960 31.2 This represents the Company's share of the amount payable to Etisalat - UAE, a related party, under an agreement for
Voice services 9 616 556 9‘942Y808 technical services, at the rate of 3.5%, of the PTCL Group's consolidated revenue.
Wireless data 2,118,514 2,524,310
Revenue from retail customers 46,403,683 43,936,078 o ) ) 2022 2021
31.3 This includes auditors' remuneration Rs '000 Rs '000
Corporate and wholesale 28,316,010 24,879,554 o ) )
International 8.724.305 8,037,458 Statutory audit, including half yearly review 9,300 8,400
: ' Out of pocket expenses 600 600
Total revenue 29.1 83,443,998 76,853,090 Non-audit service - 300
9,900 9,300

29.1

121 ANNUAL REPORT 2022

Revenue is stated net of trade discount amounting to Rs 53,405 thousand (December 31, 2021 Rs 69,532 thousand) and
Federal Excise Duty and sales tax amounting to Rs 13,387,459 thousand (December 31, 2021: Rs 11,900,970 thousand).
International revenue represents revenue from foreign network operators, for calls that originate outside Pakistan.Revenue
amounting to Rs. 1,080,722 thousand (2021: Rs. 1,021,633 thousand) has been recognized during the year from opening
contract liability.
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2022 2021
32  Selling and marketing expenses Note Rs '000 Rs '000 2022 2021
Staf cost 3 2 040,067 1,091,566 35 Taxation Note Rs '000 Rs '000
Outsourced staff cost 620,125 522,572 Current tax
Advertisement and publicity 31.2 624,755 583,031 Current year 5,910,959 5,519,447
Sales and distribution charges 402,030 292,702 Prior year (880,468) -
Depreciation on property, plant and equipment 16.5 134,219 122,123 5,030,491 5,519,447

3,821,196 3,611,994

Deferred tax

32.1 This includes Rs 429,189 thousand (December 31, 2021: Rs 422,029 thousand) in respect of employees retirement Current year (972,354) || (1,190,892)
benefits. Prior year 400,993 || (1,520,871)
7.1 (571,361) (2,711,763)
32.2 It includes donation Rs. 39,979 thousand (December 31, 2021: Rs 9,419 thousand). Donations that exceed Rs 1,000 4.459.130 2,807,684
thousand are given to the parties given hereunder :
2022 2021
Note Rs '000 Rs '000 35.1 Reconciliation of effective tax rate 2022 2021
Name of Donees:
Prime Minister flood relief fund 20,000 - Profit before tax (Rupees in thousand) 13,512,514 9,681,661
PTCL Employees flood affectee 10,000 -
Pakistan Red Crescent 2,500 - % %
Akhuwat Foundation 2,500 -
Rashid Khan Trust = 7,000 Applicable tax rate 33.00 29.00
35,000 7,000
33  Other income 36  Earnings per share - basic and diluted
Income from financial assets: Profit for the year Rupees in thousand 9,053,384 6,873,977
Return on bank deposits 33.1 144,453 617,647 Weighted average number
Late payment surcharge from subscribers 131,570 164,144 of ordinary shares Numbers in thousand 51,000,000 51,000,000
Interest on subordinated long term loan to subsidiaries 1,598,568 804,587 Earni h R 178 135
Exchange gain 3,219,080 1,046,456 arnings per share upees : :
Imputed Interest on employee loans 21,645 - ) o
Dividend income from U Bank 195,286 87 Non-funded finance facilities

5,310,602 2,632,834 . . . . . . .
T B The Company has non funded financing facilities available with banks, which include facilities to avail letters of credit and

letters of guarantee. The aggregate facility of Rs 25,232,000 thousand (December 31, 2021: Rs 25,150,000 thousand) and
Rs 17,718,000 thousand (December 31, 2021: Rs 15,300,000 thousand) is available for letters of credit and letters of

Income from non financial assets:

i 1,181 1 431
ngcir;nnggtbgi?géggoﬁggﬁg 1%2?8 222327 guarantee respectively, out of which the facility availed at the year end is Rs 12,580,000 thousand (December 31, 2021:
Gain on disposal of property, plant and equipment 2 552’347 928’024 Rs 13,840,417 thousand) and Rs 11,558,806 thousand (December 31, 2021: Rs 11,867,256 thousand) respectively. The
Scrap sales ' 1’124’766 137’385 letter of guarantee facility is secured by a hypothecation charge over certain assets of the Company, amounting to Rs
Rental income '314'039 2541962 118,316,667 thousand (December 31, 2021: Rs 39,701,000 thousand).
Others 143,098 66,813

10,808,627 5,852,786

33.1 Income from financial assets include Rs 117 thousand (December 31, 2021: Rs 273 thousand) earned from Shariah

arrangements.
2022 2021
Rs '000 Rs '000
34  Finance and other costs
Bank and other charges 1,470,055 157,798
Impairment of receivable from subsidiary - DVCOM Data 535,000 -
Imputed Interest on employee loans - 39,064
Interest on lease liabilities 166,678 142,501
2,171,733 339,363
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38  Cash generated from operations

Profit before tax
Adjustments for non-cash charges and other items:

Depreciation of property, plant and equipment
Impairment of property, plant and equipment
Amortization and impairment of intangible assets
Depreciation of right of use assets

Amortization of contract cost

Reversal for obsolete stores and spares

Impairment loss on trade debts and contract assets
Provision for employees retirement benefits

Gain on disposal of property, plant and equipment
Return on bank deposits

Imputed interest on long term loans

Imputed interest on lease liabilities

Return on subordinated long term loans to subsidiaries
Dividend income

Unearned revenue realised

Release of deferred government grants

Exchange gain

Effect of cash flows due to working capital changes

Increase in current assets:

Stores and spares

Trade debts and contract assets
Loans and advances

Prepayments and other receivables

Increase in current liabilities:
Trade and other payables
Security deposits
Cash generated from operations

39 Cash and cash equivalents

Cash and bank balances
Short term running finance

39.1 Reconciliation of movement of liabilities to cash flow arising from financing activities.

Balance as at January 01, 2021
Addition during the year

Changes from financing cash flow
Total liability related changes

Balance as at December 31, 2022

Balance as at January 01, 2020
Addition during the year
Changes from financing cash flow

Balance as at December 31, 2021

2022 2021

Note Rs '000 Rs '000

13,512,514 9,681,661

15,795,442 15,244,607

59,538 147

621,887 515,132

524,525 403,846

3,733,816 3,664,125

(12,297) (177,707)

1,707,110 1,469,679

4,011,110 3,944,200

(2,552,347) (928,024)

(144,453) (617,647)

(21,645) 39,064

166,678 142,501

(1,598,568) (804,587)

(195,286) -

(159,574) (130,074)

(1,181,356) (1,506,431)

(2,700,050) (787,487)

31,567,044 30,153,005

(2,049,250) || (1,796,351)

(10,900,908) || (5,275,476)

(2,945,121) || (1,732,072)

(3,162,461) || (2,554,280)

(19,057,740) (11,358,179)

14,890,378 11,373,312

15,287 6,539

27,414969 30,174,677

28 5,684,955 2,556,154

13 (92,582) -

5,592,373 2,556,154

Liabilities
Long term Total
Lease liabilities Unpaid / unclaimed loans from
dividend banks

Rs '000 Rs '000 Rs '000 Rs '000
1,728,811 210,317 - 1,939,128
383,457 - - 383,457
(493,175) (503) 22,448,367 21,954,689
- - (68,386) (68,386)
1,619,093 209,814 22,379,981 24,208,888
1,408,913 211,511 - 1,620,424
959,088 - - 959,088
(639,190) (1,194) - (640,384)
1,728,811 210,317 - 1,939,128

125 ANNUAL REPORT 2022

@ptel

NOTES TO AND FORMING PART OF THE
FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2022

40

41

42

43

43.1

Remuneration of Directors, Chief Executive Officer and Executives

The aggregate amount charged in the financial statements for remuneration, including all benefits, to the Chairman, Chief
Executive Officer and Executives of the Company are as follows:

Chairman Chief Executive .
Officer Executive
Key management personnel Other executives
2022 2021 2022 2021 2022 2021 2022 2021
Rs'000 Rs'000 Rs'000 Rs'000 Rs'000 Rs '000 Rs '000 Rs '000
Managerial remuneration - - 87,281 23,332 342,764 272,317 853,204 624,645
Honorarium 300 300 - - - - - -
Retirement benefits - - - 31,379 34,642 74,807 71,610
Housing - - 48,200 13,663 100,243 121,444 216,086 224,891
Utilities - - 6,419 1,980 53,068 48,840 49,291 50,065
300 300 141,900 38,975 527,454 477,243 1,193,388 971,211
Bonus paid - - 19,384 35,891 101,918 95,839 192,979 148,140
300 300 161,284 74,866 629,372 573,082 1,386,367 1,119,351
Number of persons 1 1 1 1 36 43 339 273

The Company also provides free medical and limited residential telephone facilities, to all its Executives, including the
Chief Executive Officer (CEQ). The Chairman is entitled to free transport and a limited residential telephone facility,
whereas, the Directors of the Company are provided only with limited telephone facilities; certain executives are also
provided with the Company maintained cars. Approximate value of of medical and car facility is Rs.52,551 thousand
(December 31, 2021 : Rs. 56,153 thousand).

Aggregate amount charged in the financial statements for the year ended December 31, 2022 as fee to 9 directors
including chairman fee (December 31, 2021 : 9) is Rs 80,245 thousand (December 31, 2021: Rs 97,412 thousand) for
attending Board of Directors and subcommittee meetings.

Rates of exchange

Assets in US dollars have been translated into Rupees at USD 1 = Rs 226.43 (December 31, 2021: USD 1 = Rs 176.52 ),
while liabilities in US dollars have been translated into Rupees at USD 1 = Rs 226.43 (December 31, 2021: USD 176.52).

Employees' provident fund

Investments out of the provident fund have been made in accordance with the provisions of section 218 of the Companies
Act, 2017 and the rules formulated for this purpose.

Financial instruments and risk management
Financial risk factors

The Company's activities expose it to a variety of financial risks: market risk (including currency risk, other price risk and
interest rate risk), credit risk and liquidity risk. The Company's overall risk management program focuses on the
unpredictability of financial markets and seeks to minimize potential adverse effects on its financial performance.

Risk management is carried out by the Board of Directors (the Board). The Board has prepared a 'Risk Management
Policy' covering specific areas such as foreign exchange risk, interest rate risk, credit risk and investment of excess
liquidity. All treasury related transactions are carried out within the parameters of this policy.

(a) Market risk
(i) 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.
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The Company is exposed to currency risk arising from various currency exposures, primarily with respect to the United
States Dollar (USD), Arab Emirates Dirham (AED), EURO (EUR) and Chinese Yuan (CNY). Currently, the Company's
foreign exchange risk exposure is restricted to the amounts receivable from / payable to foreign entities. The Company's
exposure to currency risk is as follows:

(iif)

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.

At the date of the statement of financial position, the interest rate profile of the Company's interest bearing financial
instruments is:

2022 2021
Financial assets Rs '000 Rs '000
Fixed rate instruments:
Staff loans 1,434,188 1,649,737
Bank balances - deposit accounts 877,538 1,280,946

2,311,726 2,930,683

Variable rate instruments:

Subordinated long term loan to PTML 17,250,000 7,500,000
Subordinated long term loan to Ubank 1,200,000 2,200,000

2022 2021
Rs '000 Rs '000

uSD

Trade and other payables (9,201,072) (7,746,770)

Trade debts 27,609,057 17,208,946

Cash and bank balances 3,451,254 934,039

Net exposure 21,859,239 10,396,215
AED

Trade and other payables (4,351) (3,392)
EUR

Trade and other payables (5,576) (2,696)
CNY (145) (1,403)
The following significant exchange rates were applied during the year:

2022 2021

Rupees per USD

Average rate 204.52 162.63

Reporting date rate 226.43 176.52
Rupees per AED

Average rate 55.68 44.28

Reporting date rate 61.65 48.06
Rupees per EUR

Average rate 214.53 192.18

Reporting date rate 241.31 199.64
Rupees per CNY

Average rate 30.32 25.24

Reporting date rate 32.57 27.7

18,450,000 9,700,000

Financial liability
Variable rate instruments:

Syndicate Term Finance Facility 22,379,981 -

22,379,981 -

(ii)
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If the functional currency, at the reporting date, had fluctuated by 5% against the USD, AED, EUR and CNY with all other
variables held constant, the impact on profit after taxation for the year would have been Rs 775,645 thousand (December
31, 2021: Rs 368,800 thousand) respectively lower / higher, mainly as a result of exchange gains / losses on translation
of foreign exchange denominated financial instruments. Currency risk sensitivity to foreign exchange movements has
been calculated on a symmetric basis.

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 issuer, or factors affecting all similar financial
instruments traded in the market.

The Company is exposed to equity securities price risk, because of the investments held by the Company in money
market mutual funds, and classified in the statement of financial position as FVTPL. To manage its price risk arising from
investments in mutual funds, the Company diversifies its portfolio.

If redemption price on mutual funds, at the year end date, fluctuate by 5% higher / lower with all other variables held
constant, total comprehensive income for the year would have been Rs Nil (December 31, 2021: Rs. Nil ) higher / lower,
mainly as a result of higher / lower redemption price on units of mutual funds.

Fair value sensitivity analysis for fixed rate instruments

The Company does not account for any fixed rate financial assets and liabilities at fair value. Therefore, a change in
interest rates at the date of the statement of financial position would not affect the total comprehensive income of the
Company.

Cash flow sensitivity analysis for variable rate instruments

If interest rates on long-term loans to subsidiaries ( PTML and U-Bank) and syndicate term finance facilty (PTCL) at the
year end date, fluctuate by 1% higher / lower with all other variables held constant, profit after taxation for the year would
have been Rs 134,726 thousand (December 31, 2021: Rs 68,870 thousand ) higher / lower, mainly as a result of higher
/ lower mark-up income on floating rate loans / investments.

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 at the reporting date is as follows:

2022 2021
Rs '000 Rs '000

Long term loans and advances
Trade debts and contract assets
Loans and advances

Other receivables

Bank balances

17,432,860 9,077,445
39,293,476 27,936,723
2,325,137 2,099,033

15,519,776 11,692,790

5,317,767 2,484,483

79,889,016 53,290,474

The credit risk on liquid funds is limited, because the counter parties are banks with reasonably high credit ratings. In case
of trade debts, the Company believes that it is not exposed to major concentrations of credit risk, as its exposure is spread
over a large number of counter parties and subscribers. The long term loans include a sub-ordinated loan of Rs
17,250,000 thousand (December 31, 2021: Rs 7,500,000 thousand) to the subsidiary-PTML and a loan of Rs 1,200,000
thousand to the subsidiary U-bank (December 31, 2021: 2,200,000). Impairment loss on trade debts and contract assets
arising from contract with customers amounts to Rs 1,707,110 thousand (December 31, 2021: Rs 1,469,679 thousand).

The credit quality of bank balances and short term investments, 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:
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Rating Rating
Short term Long term Agency (c) Liquidity risk
) ) Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with financial liabilities.
National Bank of Pakistan A-1+ AAA PACRA
Bank Alfalah Limited A-1+ AA+ PACRA The Company follows an effective cash management and planning policy to ensure availability of funds, and to take
MCB Bank Limited At AAA PACRA appropriate measures for new requirements.
Soneri Bank Limited A-1+ AA- PACRA The following are the contractual maturities of financial liabilities as at December 31, 2022
Habib Metropolitan Bank Limited A-1+ AA+ PACRA . . .
The Bank of Punjab At AA+ PACRA Carrying amount Less than one year One to five years More than five years
. - Rs '000 Rs '000 Rs '000 Rs '000
Habib Bank Limited A-1+ AAA VIS
Askari Bank Limited A1+ AA+ PACRA Syndicate Term Finance Facility 22,448,367 68,386 10,941,324 11,438,657
Allied Bank Limited A-1+ AAA PACRA Security deposits 606,424 606,424 - -
United Bank Limited A-1+ AAA VIS Short term running finance 92,582 92,582 - -
Banklslami Pakistan Limited A1 A+ PACRA Trade and other payables 89,738,143 89,738,143 - -
Bank Al-Habib Limited At AAA PACRA Jnclaimed dividend 209,814 209,814 ) :
E | Bank Limited At AA PACRA Current portion of long term loans from banks 68,386 68,386 - -
aysal Bank Limite o Lease liabilities 1,619,093 347,459 1,112,147 159,487
Citi Bank, N.A P-1 Aa3 Moody's 139,076,746 115,425,131 12,053,471 11,598,144
Albaraka Bank (Pakistan) Limited A-1 A+ VIS . - . S
Mobilink Microfinance Bank Limited A A PACRA The following are the contractual maturities of financial liabilities as at December 31, 2021:
Dubai Islamic Bank Pakistan Limited A-1+ AA VIS Carrying amount Less than one year One to five years More than five years
JS Bank Limited A1+ AA- PACRA Rs ‘000 Rs ‘000 Rs ‘000 Rs ‘000
Sindh Bank Limited A-1 A+ VIS Security deposits 591,137 591,137 - -
Silk Bank Limited A-2 A- VIS Trade and other payables 94,186,029 94,186,029 - -
Standard Chartered Bank (Pakistan) Limited A-1+ AAA PACRA E”C'a'TeSI?'V'de”d 1 ?;ggx 421182; o060 .
o ease liabilities 728, , ,090, ;
Meezan Bani Limited Ale AAA VIS 96,716,294 95,407,200 1,090,640 218,454
The Bank of Khyber A-1 A+ VIS
First Women Bank Limited A-2 A- PACRA 43.2 Fair value of financial instruments
Samba Bank Limited A-1 AA VIS " ‘ I " " S liabilt Hoctod i the f o _ ot fair val
U Microfinance Bank Limited A1 As VIS Iecarrymg va ueslo all financia a.ssets ap |Ia ||t|§s reflected in the mapma statements, approximate their fair values.
Fair value is determined on the basis of objective evidence at each reporting date.
Khushhali Microfinance Bank Limited A-1 A+ VIS
Telenor Microfinance Bank Limited A-1 A VIS Fair value measurements are categorized into Level 1, 2 and 3 based on the degree to which the inputs to the fair value
measurements are observable and significance of the inputs to the fair value measurement in its entirety, which is as
Mutual funds follows:
HBL Cash Management Fund AA+(f) VIS Level 1 - Quoted or isted) | . et for identical bl
ABL Cash Management Fund AA+(F) VIS evel 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities.
UBL Cash Management Fund AA+(f) VIS Level 2 - Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly

(i.e., as prices) or indirectly (i.e. derived from prices).
Due to the Company's long standing business relationships with these counterparties, and after giving due consideration to
their strong financial standing, management does not expect non-performance by these counter parties on their obligations Level 3 - Inputs for the asset or liability that are not based on observable market data (i.e. unobservable inputs).

to the Company. Accordingly, the credit risk is minimal. . . .
Details of the Company's assets' fair value hierarchy as at December 31, 2022 are as follows:

Level 1 Level 2 Level 3 Total
Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000
Long term other investments 2022 - - 51,427 51,427
Long term other investments 2021 - - 51,427 51,427

There has been no transfers from one level of hierarchy to another level during the year.
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Measurement of fair value FVOCI - equity ~ FVTPL - equity Assets at Total
instruments instruments  amortised cost
Valuation techniques and significant unobservable inputs Rs '000 Rs '000 Rs '000 Rs '000
Type Valuation technique Significant unobservable inputs  Sensitivity of input to fair value 43.3 Financial instruments by categories - 2022
Non listed equity investments Discounted cash flows: Long term discount rate 9% (31 1% (31 December 2021: 1%) Financial assets as per statement of
Thuraya Satellite The valuation model December 2021: 10%) increase (decrease) in the financial position
Telecommunication considers the present discount rate would decrease
Company value of projected cash (increase) the fair value by Long term other investments 51,427 - - 51,427
flows, discounted using Rs.434.2 thousand (Rs. 443.08 Long term loans and advances - - 17,432,860 17,432,860
long term discount rate thousand) (31 December 2021: Trade debts and contract assets - - 39,293,476 39,293,476
that reflect the risk inherent Rs.2.7 thousand (Rs. 3.29 Loans and advances - - 8,091,983 8,091,983
to the investment in these thousand)) Receivable from the Government of Pakistan - - 2,164,072 2,164,072
equity instruments Other receivables - - 21,689,431 21,689,431
Future free cash flows 1% (31 December 2021: 1%) Cash and bank balances - - 5,684,955 5,684,955
increase (decrease) in the
future free cash flows would Financial liabilities as per statement of
increase (decrease) the fair financial position Amortized cost
value by Rs. 1,887.69 thousand
(Rs. 1,819.7 thousand) (31 Trade and other payables 114,032,080
. 1.338 thousand (Rs. 1.28 Securities deposits 606,424
thousand)) Unclaimed dividend 209,814
Lease liabilities 1,619,093
Non listed equity investments  Discounted cash flows: Long term discount rate 15.5% 1% (31 December 2021: 1%)
Alcatel - Lucent Pakistan The valuation model (31 December 2021: 10%) increase (decrease) in the FVOCI - equity FVTPL - equity Assets at Total
Limited considers the present discount rate would decrease instruments instruments  amortised cost
value of projected cash (increase) the fair value by Rs. Rs '000 Rs '000 Rs '000 Rs '000
flows, discounted using 171.01 thousand (Rs. 173.89
long term discount rate thousand) (31 December 2021: Financial instruments by categories - 2021
that reflect the risk inherent Rs. 551.94 thousand (Rs.
to the investment in these 675.57 thousand)) Financial assets as per statement of
equity instruments financial position
Future free cash flows 1% (31 December 2021: 1%)
increase (decrease) in the Long term other investments 51,427 - - 51,427
future free cash flows would Long term loans and advances - - 9,077,445 9,077,445
increase (decrease) the fair Trade debts and contract assets - - 27,936,723 27,936,723
value by Rs. 760.88 thousand Loans and advances - - 4,931,477 4,931,477
(Rs. 736.11 thousand) (31 Receivable from the Government of Pakistan - - 2,164,072 2,164,072
December 2021: Rs. 238.16 Other receivables - - 16,427,088 16,427,088
thousand (Rs. 230.11 Cash and bank balances - - 2,556,154 2,556,154

thousand))

Financial liabilities as per statement of
financial position

Amortized cost

Trade and other payables 94,186,030
Securities deposits 591,137
Unclaimed dividend 210,317
Lease liabilities 1,728,811

43.4 Capital risk management
The Board’s policy is to maintain an efficient capital base so as to maintain investor, creditor and market confidence, and

to sustain the future development of the Company's business. The Board of Directors monitors the return on capital
employed, which the Company defines as operating income divided by total capital employed. The Board of Directors also

monitors the level of dividends to ordinary shareholders.
@ptel =z
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The Company's objectives when managing capital are: Chief Executive, directors and key management personnel

(i) to safeguard the entity's ability to continue as a going concern, so that it can continue to provide returns for shareholders The Company also has transactions with Chief Executive Officer, directors and other key management personnel
and benefits for other stakeholders; and transactions with whom are disclosed in note 20 and 40 to these financial statements.

(i)  to provide an adequate return to shareholders. Following particulars relate to holding and associated companies incorporated outside Pakistan with whom the Company

had entered into transactions during the year:

The Company manages the capital structure in the context of economic conditions and the risk characteristics of the

underlying assets. In order to maintain or adjust the capital structure, the Company may, for example, adjust the amount Names Country of incorporation Basis of association

of dividends paid to shareholders, issue new shares, or sell assets to reduce debt. -
Holding Company

For working capital and capital expenditure requirements, the Company primarily relies on internal cash generation and Etisalat International Pakistan United Arab Emirates Holding Company
does not have any significant borrowings. - Associated Companies
Emirates Telecommunication Corporation United Arab Emirates Associate of the Holding Company
44  Transactions with related parties Etisalat - Afghanistan Afghanistan Associate of the Holding Company
Etisalat - Egypt Egypt Associate of the Holding Company
The Government of Pakistan and Etisalat International Pakistan (EIP), UAE are the majority shareholders of the Company. Etihad Etisalat Company (Mobily) Kingdom of Saudi Arabia Associate of the Holding Company
Additionally, the Company's subsidiaries Pak Telecom Mobile Limited, U Microfinance Bank Limited, DVCOM Data (Private)
Limited, Smart Sky (Private) Limited, associate T.F. Pipes Limited, Directors, Chief Executive Officer, Key management 2022 2021
personnel and employee funds are also related parties of the Company. The remuneration of the Directors, Chief Executive Rs '000 Rs '000
Officer and Executives is given in note 39 to the financial statements. The amounts due from and due to these related Details of transactions with related parties
parties are disclosed in the respective notes including note 8, 9,12,13,20,23,24,25,26,27 and 28. The Company has also
issued a letter of comfort and corporate guarantee in favour of PTML as disclosed in note 15.12. The Company had Shareholders
transactions with the following related parties during the year: Technical services assistance fee 2,949,999 2,896,345

Aggregate % of

I Subsidiaries
shareholding in )
. Sale of goods and services 5,670,912 5,159,621
Particulars the Company )
Purchase of goods and services 5,015,927 3,507,847
Shareholders l\/lla.rk up Qn long term loans 1,598,569 804,587
Dividend income 195,000 -

The Government of Pakistan

Etisalat International Pakistan 62.18% ) )
26% Associated undertakings
Subsidiaries Sale of goods and services 6,363,481 4,511,518
Pak Telecom Mobile Limited Not applicable Purchase of goods and services 691,672 406,746
U Microfinance Bank Limited Not applicable
DVCOM Data (Private) Limited Not applicable Contribution to:
Smart Sky (Private) Limited Not applicable Pakistan Telecommunication Employees Trust 822,813 807,959
PTCL Employees Gratuity Fund 308,994 293,141
Associated undertakings
Emirates Telecommunication Corporation - Ultimate Parent Company Not applicable Charge under license obligations 2,084,764 1,744,046
Etisalat - Afghanistan Not applicable
Etisalat - 'Egypt Not appl?cable 45 Offsetting of financial assets and liabilities
Etlha,d Etlsglgt Company Not appl!cable Gross amounts Amount not in Net as per
TF Pipes Limited Not applicable subject scope of statement of
Telecom Foundation Not applicable to offsetting Offset Net amount offsetting  financial position
Employees retirement benefits plans Rs. 000 Rs. 000 Rs. 000 Rs. 000 Rs. 000
Pakistan Telecommunication Employees Trust Not applicable As at December 31, 2022
Pakistan Telecommunication Company Limited General Provident Fund Trust Not applicable Trade debts 31,324,154 (6,079,952) 25,244,202 14,049,274 39,293,476
Pakistan Telecommunication Company Limited Employees Gratuity Fund Not applicable Trade creditors (7,011,267) 6,079,952 (931,315) 17,029,800 17,961,115
Other related parties As at December 31, 2021
Pakistan Telecommunication Authority Not applicable Trade debts 21,820,678  (6,444,128) 15376550 12,560,173 27,936,723
Universal Service Fund Not applicable Trade creditors (6,853,324) 6,444,128  (409,196) 13,004,494 13,495,298
National ICT R&D Fund Not applicable
Pakistan Electronic Media Regulatory Authority Not applicable

133 ANNUAL REPORT 2022 @pt@l @pt@l 134



NOTES TO AND FORMING PART OF THE
FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2022

46 Number of employees

2022 2021
(Number)  (Number)
Total number of persons employed at end of the year 15,392 16,106
Average number of employees during the year 15,590 16,118
47 Date of authorization for issue nirror .fTI- a . use g Y
47.1 These financial statements were authorized for issue by the Board of Directors of the Company on February 15, 2023. n ______ - mod ., use _2
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INDEPENDENT AUDITORS’ REPORT

To the members of Pakistan Telecommunication Company Limited
FOR THE YEAR ENDED DECEMBER 31, 2022

Report on the Audit of the Financial Statements
Opinion

We have audited the annexed consolidated financial statements of Pakistan Telecommunication Company Limited and its
subsidiaries (the Group), which comprise the consolidated statement of financial position as at December 31, 2022, and the
consolidated statement of profit or loss, the consolidated statement of comprehensive income, the consolidated statement of
changes in equity and the consolidated statement of cash flows for the year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting policies and other explanatory information.

In our opinion, consolidated financial statements give a true and fair view of the consolidated financial position of the Group as
at December 31, 2022, and of its consolidated financial performance and its consolidated cash flows for the year then ended
in accordance with the 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 responsi-
bilities under those standards are further described in the Auditors’ Responsibilities for the Audit of the Consolidated Financial
Statements section of our report. We are independent of the Group 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.

Emphasis of Matter

We draw attention to Note 19.9 to the consolidated financial statements, which describes that the matters relating to certain
employees’ rights under the PTCL pension scheme are pending with various courts. The ultimate outcome of these matters
cannot presently be determined and, accordingly, no provision for any effects on the Group that may result has been made in
the consolidated financial statements. Our opinion is not modified in respect of this matter.

INDEPENDENT AUDITORS’ REPORT

To the members of Pakistan Telecommunication Company Limited
FOR THE YEAR ENDED DECEMBER 31, 2022

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were addressed in the context of our audit of the consolidated financial

statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters.

Sr ;
No. Key audit matters

How the matter was addressed in our audit

1. Revenue from Telecommunication and Banking
services

Refer notes 5.28 (a) and 35 to the consolidated
financial statements.

The Group has reported revenue amounting to
Rs. 151,643 million mainly from
telecommunication and banking services for
the year ended December 31, 2022.

The Group mainly provides telecommunication
and banking services and there is an inherent
risk around the accuracy of revenue recorded
by the IT billing systems given the complexity
of the systems and the significance of volumes
of data processed by the systems, Further
interest income from Banking services is also
largely dependant upon underlying systems
due to volume of data.

We identified recognition of revenue as a key
audit matter because revenue is one of the key
performance indicator of the Group and gives
rise to an inherent risk that revenue could be
subject to misstatement to meet expectations
or targets.

Our audit procedures to assess the recognition of revenue,
amongst others, included the following:

Obtaining an understanding of the process relating to
recognition of revenue and testing the design,
implementation and operating effectiveness of key
internal controls over recording of revenue including
involving our internal specialists to test key automated
application and general information technology controls;

Test the completeness and accuracy of relevant revenue
reports generated from the billing systems and
reconciling those with the financial statements of each
component.

Comparing a sample of transactions comprising of
various revenue streams recorded during the year with
relevant underlying supporting documents and cash
receipts;

Performing recalculation of banking income on sample
basis and tracing the transactions recorded in the books
of account to underlying supporting documents and
ensured income has been recorded in relevant year;

Assessing the appropriateness of accounting policies for
revenue recognition for compliance with applicable
financial reporting framework including application to
amounts recognised during the year;

Inspecting manual journal entries relating to revenue
recognised during the year and the corresponding
underlying documentation for those journal entries which
were considered to be material or met certain specified
risk-based criteria; and

Considering the appropriateness of disclosures in the
consolidated financial statements.

2. Income tax recoverable

Refer notes 5.33 and 30 to the consolidated
financial statements.

As at December 31, 2022, income tax
recoverable is stated at Rs. 28,737 million.

Our audit procedures in relation to the matter included:

Assessing the reasonableness of the management
assessment in respect of recoverability of income tax
refundable thorough our tax specialist;

Reviewing the status of significant pending tax matters,
including the Group’s assessment of the potential
liabilities;
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Sr.
No.

Key audit matters

How the matter was addressed in our audit

The Group has a significant amount of income
tax refundable arising mainly from payments of
income tax in excess of income tax liabilities
and a number of tax assessments are pending
at different appellate forums.

Because of the significance of the amount and
inherent uncertainties associated, this requires
special audit consideration.

e Comparing refund applications filed for refund of tax
relating to the preceding years with the amounts recorded
in the consolidated financial statements;

e Inspecting correspondence with tax authorities to identify
any pending taxation matters relating to the years to which
the refund relates; and

e Assessing adequacy of disclosures in the financial
statements.

Acquisition of property, plant and equipment

Refer notes 5.17 (a) and 20 to the consolidated
financial statements.

The Group has recorded additions to property,
plant and equipment amounting to Rs. 52,899
million during the current year.

The Group continues to incur capital
expenditure in connection with the expansion
of its network coverage and improvements to
network quality.

The initial recognition and classification of
property, plant and equipment, and certain
elements of expenditure as either assets or
expenses involves subjective judgments or
uncertainties.

Our audit procedures in relation to the matter, amongst others,
included the following:

e« Assessing the design, implementation and operating
effectiveness of key internal controls over capitalisation of
property, plant and equipment including transfers from
capital work in progress to operating fixed assets;

« Comparing, on sample basis, costs capitalised during the
year with underlying supporting documentation;

e Assessing the nature of cost incurred meet the criteria for
capitalisation under accounting framework;

e« Comparing, on sample basis, the cost of completed
projects from capital work in progress to operating fixed
assets with  supporting documentation  including
completion certificates, where relevant, and comparing
the date of capitalisation with supporting documentation;

« Tested the completeness and accuracy of fixed asset
register and inspected its reconciliation with general
ledger balance; and

e Scanned repair and maintenance ledger to identify any
items that may meet he capitalization criteria.

First time adoption of IFRS 9 “Financial
Instruments” for U Microfinance Bank Limited
(UBANK)

Refer note 5 to the consolidated financial
statements.

The Group has adopted IFRS 9 “Financial
Instruments” with effect from 1 January 2022 for
the figures related to UBANK used for
preparation of the Consolidated financial
statements of the Group. The application of
IFRS 9 supersedes the requirement of
prudential regulations for microfinance banks.

Our audit procedures to assess the recognition of revenue,
amongst others, included the following:

« FEvaluating the management assessment for identifying
the financial statements line item impacted due to first
time adoption of IFRS 9 “Financial Instruments”;

o FEvaluating the classification of financial assets and
financial liabilities determined by the management due to
first time adoption of IFRS 9 “Financial Instrument” is
consistent with the requirements of IFRS 9;

« Testing of completeness and accuracy of the underlying
data used by the management to determine the impact of
first-time adoption of IFRS 9 “Financial Instruments”
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Sr
No.

Key audit matters

How the matter was addressed in our audit

We identified this as a key audit matter due to
the judgments and estimates involved in initial
application of IFRS 9 “Financial Instruments

Testing of key assumptions and judgments used by the
management to calculate the expected credit loss; and

Involved our specialist to review the methodology used in
model to determine expected credit loss; and

Accessed the appropriateness of transitional adjustments
and for the year accounting impact

Impairment of non-current assets of Pak
Telecom Mobile Limited (PTML), a component
of the Group

Refer to note 5.18 to the consolidated financial
statements.

As at December 31, 202, carrying amounts of
property and equipment, intangible assets and
right of use amounts to Rs. 230,063 million, Rs.
64,167 and Rs. 16,468 million respectively out
of which Rs. 96,398 million, Rs. 61,449 million
and Rs. 12,363 million relates to property and
equipment, intangible assets and right of use
(referred to as cash generating unit or “CGU”)
of Pak Telecom Mobile Limited (PTML), a
component of the Group.

In view of identified indicators for impairment of
this CGU, management has carried out an
assessment of recoverable amount of this CGU
and concluded that no impairment is required
to be recognised in the consolidated financial
statements.

We identified the impairment of CGU as a key
audit matter because it involves significant
management’s judgment, subjective
assumptions and estimates in determining the
recoverable amount of CGU.

Our audit procedures, amongst others, included the following:

Evaluated the design, implementation and operating
effectiveness of internal controls over impairment
assessment of non-current assets of Pak Telecom Mobile
Limited (PTML), a component of the Group;

Evaluated management’s identification of components of
CGU;

Compared data in the discounted cash flow forecasts
including forecast revenue, forecast operating expenses
and forecast capital expenditure is consistent with the
financial projection prepared by management;

Challenged management’s assumptions and obtain
supporting evidence for the short-term growth rates and
long-term steady growth rate to arrive at terminal value
used in cash flow model;

Involved our valuation specialist to assist us in evaluating
management’s impairment assessment methodology and
calculations contained within the discounted cash flow
forecasts including the appropriateness of the discount
rate applied with reference to the applicable reporting
framework;

Existence of loan and advances of for U
Microfinance Bank Limited (UBANK)

Please refer to note 28 of the consolidated
financial statements.

As at 31 December 2022, the carrying amount
of loans and advances for UBank amounted to
Rs. 59,284 million

We have identified existence of loans and
advances as a key audit matter because of the
significant and large volume of advances these
require constant monitoring. Given the large
volume of advances, there is a risk that
advances do not exist

Our audit procedures, amongst others, included the following:

Obtaining an understanding of the process relating to
disbursement of advances and testing the design,
implementation and operating effectiveness of key
internal controls over disbursement of advances;

Testing the sample selected by tracing the disbursed loan
from the underlying supporting documents including
approved application and repayment history of the
borrower;

Assessing the appropriateness of accounting policies for
advances for compliance with applicable financial
reporting framework; and

Considering the appropriateness of disclosures in the
financial statements.
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INDEPENDENT AUDITORS’ REPORT

To the members of Pakistan Telecommunication Company Limited
FOR THE YEAR ENDED DECEMBER 31, 2022

Information Other than the Financial Statements and Auditors’ Report Thereon

Management is responsible for the other information. Other information comprises the information included in the annual report
for the year ended December 31,2022 but does not include the consolidated financial statements and our auditors’ report there-
on.

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

In connection with our audit of the consolidated financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the consolidated financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If, based on the work we have performed, we
conclude that there is a material misstatement of this other information, we are required to report that fact. We have nothing to
report in this regard.

Responsibilities of Management and the Board of Directors for the Consolidated Financial Statements

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

In preparing the consolidated financial statements, management is responsible for assessing the Group’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 Group or to cease operations, or has no realistic alternative but to do so.

The Board of Directors is responsible for overseeing the Group’s financial reporting process.
Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditors’ 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 consid-
ered 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 consolidated financial statements.

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

1 ldentify and assess the risks of material misstatement of the consolidated 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.

1 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 Group’s internal control.

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

1 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 Group’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditors’ report to the related disclosures in the consolidated 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 auditors’
report. However, future events or conditions may cause the Group to cease to continue as a going concern.

INDEPENDENT AUDITORS’ REPORT

To the members of Pakistan Telecommunication Company Limited
FOR THE YEAR ENDED DECEMBER 31, 2022

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

« Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within
the Group to express an opinion on the consolidated financial statements. We are responsible for the direction, supervision
and performance of the group audit. We remain solely responsible for our audit opinion.

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

We also provide the Board of Directors with a statement that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and other matters that may reasonably be thought to bear on
our independence, and where applicable, related safeguards.

From the matters communicated with the Board of Directors, we determine those matters that were of most significance in the
audit of the consolidated financial statements of the current period and are therefore the key audit matters. We describe these
matters in our auditors' report unless law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our report because the adverse consequences of
doing so would reasonably be expected to outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditors’ report is Atif Zamurrad Malik.

\/H"VL( ijz—- _AL_@Q Q
KPMG Taseer Hadi & Co.
Chartered Accountants

Islamabad
Date: April 7, 2023
UDIN: AR202210111JNfSOHz6K
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2022 2021 2022 2021
Note Rs ‘000 Rs ‘000 Note Rs ‘000 Rs ‘000
Equity and liabilities Assets
Equity Non-current assets
Share capital and reserves Property, plant and equipment 20 230,063,134 204,872,579
) Right of use assets 21 16,468,843 17,154,073
Share capital 6 51,000,000 51,000,000 Intangible assets 0 64,167,468 71,171,339
310,699,445 293,197,991
Revenue reserves
General reserve , 27,497,072 27,497,072 Long term investments 23 51,427 51,427
Accumulated (loss) / profit (2,672,095) 9,107,014 Long term loans and advances 24 982,860 1,127,445
24,824,977 36,604,086 Long term loans to banking customers 28 12,705,350 8,212,253
Statutory and other reserves 1,351,802 789,313 Deferred income tax 11 7901 476 )
Unrealized loss on investments measured at Contract costs o5 ,762’364 697 273
77,174,764 88,104,769
Liabilities Current assets
Non-current liabilities Stock in trade, stores and spares 26 8,618,963 5947 168
Trade debts and contract assets 27 41,375,661 29,190,559
Long term loans from banks 7 78.260.607 52242044 Loans to banking customers 28 46,578,644 26,163,476
. Loans and advances 29 6,278,658 3,356,292
Subordinated debt 8 448,980 449,100
. . Contract costs 25 3,138,112 2,879,400
Deposits from banking customers 9 1,273,020 1,323,709
L Income tax recoverable 30 28,736,568 27,404,527
Lease liabilities 10 13,442,256 14,879,122 . .
X Receivable from the Government of Pakistan 31 2,164,072 2,164,072
Deferred income tax 11 - 2,499,975 D its or ments and other
Employees retirement benefits 12 29,360,928 27,097,185 eposll S, prepayments ana othe
receivables 32 12,948,042 19,667,039
Deferred government grants 13 29,362,359 20,377,148 :
Short term investments 33 143,912,508 46,564,520
Advances from customers 1,899,368 1,651,860 Cash and bank balances 34 16,533,004 14,219,595
License fee payable 14 13,604,960 21,006,989 : : : :
Long term vendor liability 15 43,919,757 35,600,437 310,284,322 177,556,648
211,572,255 177,127,569
Current liabilities
Trade and other payables 16 122,541,819 103,983,955
Deposits from banking customers 9 90,910,070 53,432,764
Interest accrued 1,916,674 1,033,404
Short term running finance 17 40,799,207 8,227,208
Current portion of:
Long term loans from banks 7 46,637,709 11,162,076
Repo borrowing 7 29,537,082 17,472,353
Subordinated debt 8 120 149,820
Lease liabilities 10 4,476,012 3,377,198
Long term vendor liability 15 15,915,561 10,386,943
License fee payable 14 164,459 4,809,781
Security deposits 18 1,531,698 1,364,880
Unpaid / unclaimed dividend 209,814 210,317
354,640,225 215,610,699
Total equity and liabilities 643,387,244 480,843,037 Total assets 643,387,244 480,843,037
Contingencies and commitments 19
The annexed notes 1 to 53 are an integral part of these consolidated financial statements.
Chief Financial Officer President & CEO Chairman Chief Financial Officer President & CEO Chairman
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CONSOLIDATED STATEMENT OF
PROFIT OR LOSS

FOR THE YEAR ENDED DECEMBER 31, 2022

CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME

FOR THE YEAR ENDED DECEMBER 31, 2022

2022 2021 2022 2021
Note Rs ‘000 Rs ‘000 Rs ‘000 Rs ‘000

Revenue 35 151,643,728 137,625,446 (Loss) / Profit for the year (7,788,582) 2,575,265

Cost of services 36 (120,168,406)  (103,095,709) oth hensive | for th

Gross profit 31475322 34,520,737 er comprehensive income for the year _

o ] Items that will not be subsequently reclassified to consolidated

Administrative and general expenses 37 (20,429,217) (18,237,317) statement of profit or loss:

Selling and marketing expenses 38 (8,561,663) (8,147,223) Remeasurement gain / (loss) on employees retirement benefits 273,949 (1,679,946)

Impairment loss on trade debts and contract assets 39 (848,067) (3,062,239) Tax effect (90,403) 505,319

183,546 (1,174,627)
29,838,947 29,446,779 . . ' o
. _ ( ) ( ) Items that may be subsequently reclassified to consolidated

Operating profit 1,636,375 5,082,958 statement of profit or loss:

Other income 40 15,646,821 9,800,268

Finance costs and other expenses 41 (29,704,862) (11,496,193) Gain / (loss) on equity instruments arising during the year 9,243 (340,246)

(Loss) / profit before tax (12,421,666) 3,387,033 Tax effect (3,050) 50,987
Unrealized gain / (loss) on equity instrument - net of tax 6,193 (289,259)

Income tax 42 4,633,084 (811,768) 189,739 (1,463,886)
Impact of reversal of deficit on revaluation of investments held at fair value

(Loss) / profit after tax (7,788,582) 2.575,265 through other comprehensive income due to change in classification 280,422 -

The annexed notes 1 to 53 are an integral part of these consolidated financial statements. Total comprehensive income for the year - (oss) ezl 1,111,379
The annexed notes 1 to 53 are an integral part of these consolidated financial statements.

Chief Financial Officer President & CEO Chairman Chief Financial Officer President & CEO Chairman
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2022 2021
Note Rs ‘000 Rs ‘000

Cash flows from operating activities
Cash generated from operations 44 25,220,671 46,119,911
Employees retirement benefits paid (2,180,867) (1,977,627)
Deposits from banking customers 37,426,617 9,123,157
Advances from customers 407,102 282,765
Payment made to Pakistan Telecommunication

Employees Trust (PTET) (822,813) (807,959)
Income tax paid (5,525,659) (6,416,185)
Net cash inflows from operating activities 54,525,051 46,324,062
Cash flows from investing activities
Capital expenditure (54,032,161) (38,577,781)
Acquisition of intangible assets (537,008) (24,532,449)
Proceeds from disposal of property, plant and equipment 2,745,271 1,098,817
Additions to contract costs (5,927,710) (5,497,691)
Long term loans and advances 122,940 (118,382)
Short term investments (97,347,988) (22,040,021)
Return on long term loans and short term investments 6,865,965 2,351,551
Government grants received 11,511,935 5,172,718
Net cash outflows from investing activities (136,598,756) (82,143,238)
Cash flows from financing activities
Loans from banks - net 73,558,925 37,111,398
Subordinated debt (149,820) (240)
Finance cost paid (17,406,918) (7,669,892)
License fee - repayments (12,047,351) -
Vendor liability 13,847,938 5,760,458
Lease liabilities - repayments (5,987,066) (5,413,484)
Dividend paid (503) (1,194)
Net cash inflows from financing activities 51,815,205 29,787,046
Net decrease in cash and cash equivalents (30,258,500) (6,032,130)
Cash and cash equivalents at beginning of the year 5,992 387 12,024,517
Cash and cash equivalents at end of the year 442 (24,266,113) 5,992,387
The annexed notes 1 to 53 are an integral part of these consolidated financial statements.

Chief Financial Officer Chairman

President & CEO
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CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2022

Unrealized
Issued, subscribed and loss on
paid-up capital Revenue Reserves investments
“pAn “gr . measured Total
Class “A Class “B (;je%r;?’\rlzl Unaps:gﬁtnated (;st‘;]agﬁgrs);?vn:s at fair value o
through OCI
(Rupees in ‘000)
Balance as at December 31, 2020 37,740,000 13,260,000 27,497,072 7,984,136 511,553 629 86,993,390
Total comprehensive income for the year
Profit for the year - - - 2,575,265 - - 2,575,265
Other comprehensive income - net of tax - - - || (1,174,627) - (289,259) | | (1,463,886)
- - - 1,400,638 - (289,259) 1,111,379
Others
Transfer to statutory and other reserves - - - (277,760) 277,760 -
Balance as at December 31, 2021 37,740,000 13,260,000 27,497,072 9,107,014 789,313 (288,630) 88,104,769
Adjustment on initial applicationof
IFRS 9 - PTCL - - - (869,206) - (869,206)
Adjustment on initial application of
IFRS 9 - U Bank - - - (2,742,378) - - (2,742,378)
Adjusted balance as at January 01, 2022 37,740,000 13,260,000 27,497,072 5,495,430 789,313 (288,630) 84,493,185
Total comprehensive income for the year
Loss for the year - - - || (7,788,582) - - (7,788,582)
Other comprehensive income - net of tax - - - 183,546 - 286,615 470,161
- - - (7,605,036) - 286,615  (7,318,421)
Others
Transfer to statutory and other reserves - - - (562,489) 562,489 - -
Balance as at December 31, 2022 37,740,000 13,260,000 27,497,072 (2,672,095) 1,351,802 (2,015) 77,174,764
The annexed notes 1 to 53 are an integral part of these consolidated financial statements.
E\s\ml
Chief Financial Officer Chairman

President & CEO
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NOTES TO AND FORMING PART OF THE
CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2022

1.

1.1

1.2

Legal status and nature of business

Constitution and ownership

The consolidated financial statements of the Pakistan Telecommunication Company Limited and its subsidiaries
(the Group) comprise of the financial statements of:

Pakistan Telecommunication Company Limited (PTCL)

Pakistan Telecommunication Company Limited (the Holding Company) was incorporated in Pakistan on December
31, 1995 and commenced business on January 01, 1996. The Holding Company, which is listed on the Pakistan
Stock Exchange Limited (PSX), was established to undertake the telecommunication business formerly carried on
by Pakistan Telecommunication Corporation (PTC). PTC's business was transferred to the Holding Company on
January 01, 1996 under the Pakistan Telecommunication (Re-organization) Act, 1996, on which date, the Holding
Company took over all the properties, rights, assets, obligations and liabilities of PTC, except those transferred to
the National Telecommunication Corporation (NTC), the Frequency Allocation Board (FAB), the Pakistan
Telecommunication Authority (PTA) and the Pakistan Telecommunication Employees Trust (PTET). The registered
office of the Holding Company is situated at PTCL Head Office Room No. 17, Ground Floor (Margalla Side) , Ufone
Tower, Plot No 55-C, Main Jinnah Avenue, Blue Area, Sector F-7/1 Islamabad.

The Holding Company provides telecommunication services in Pakistan. It owns and operates telecommunication
facilities and provides domestic and international telephone services and other communication facilities throughout
Pakistan. The Holding Company has also been licensed to provide such services in territories of Azad Jammu and
Kashmir and Gilgit-Baltistan.

Pak Telecom Mobile Limited (PTML)

PTML was incorporated in Pakistan on July 18, 1998, as a public limited company to provide cellular mobile
telephony services in Pakistan. PTML commenced its commercial operations on January 29, 2001, under the brand
name of Ufone. It is a wholly owned subsidiary of the Holding Company. The registered office of PTML is situated at
Ufone Tower, Plot No 55-C, Jinnah Avenue, Blue Area, Islamabad.

U Microfinance Bank Limited (U Bank)

The Holding Company acquired 100% ownership of U Bank on August 30, 2012. U Bank's principal business is to
assist in simulating progress, prosperity and social peace in society through creation of income generating
opportunities for the small entrepreneurs under the Microfinance Institutions Ordinance, 2001. U Bank also provides
branchless banking services. U Bank was incorporated on October 29, 2003 as a public limited company. The
registered office of U Bank is situated at Jinnah Super Market, F-7 Markaz, Islamabad.

DVCOM Data (Private) Limited (DVCOM Data)

DVCOM DATA (PRIVATE) LIMITED (the Company) was incorporated as a private limited company under the
Companies Ordinance, 1984 (repealed with the enactment of the Companies Act, 2017 on 30 May 2017) on 27
March 2007. The principal activities of the Company are to provide Wireless Local Loop (WLL) services in Pakistan
under the license from Pakistan Telecommunication Authority (PTA).

Effective April 01, 2015, Pakistan Telecommunication Company Limited (PTCL), (the Holding Company) acquired
100% shareholding of the Company from DVCOM Limited and is the sole customer of the Company.

Smart Sky (Private) Limited (Smart Sky)

Smart Sky was incorporated in Pakistan on October 12, 2015 as a private limited company. Smart Sky is a wholly
owned subsidiary of PTCL. The registered office of Smart Sky is located at PTCL office, G-8/4, Islamabad.

Activities of the Group

The Group principally provides telecommunication and broadband internet services in Pakistan. The Holding
Company owns and operates telecommunication facilities and provides domestic and international telephone
services throughout Pakistan. The Holding Company has also been licensed to provide such services to territories
in Azad Jammu and Kashmir and Gilgit-Baltistan. PTML provides cellular mobile telephony services throughout
Pakistan and Azad Jammu and Kashmir. Principal business of U Bank, incorporated under Microfinance Institutions
Ordinance, 2001, is to provide nationwide microfinance and branchless banking services.

ANNUAL REPORT 2022 @pt@l
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1.3 The principal business units of the Group include the following:

Business units Geographical locations

PTCL Headquarters Ufone Tower, Blue area Islamabad
PTCL Business Zone- North Telecom House F-5/1, Islamabad
PTCL Business Zone- Central 131, Tufail Road, Lahore

PTCL Business Zone- South Hatim Alvi Road, Clifton, Karachi
PTML Headquarters Ufone Tower, Blue area Islamabad
U Bank Headquarters F-7 Markaz Islamabad

DVCOM Data Hatim Alvi Road, Clifton, Karachi
Smart Sky G-8/4, Islamabad

2. Statement of compliance

These consolidated financial statements have been prepared in accordance with the accounting and reporting
standards as applicable in Pakistan. The accounting and reporting standards as applicable in Pakistan comprise of:

- International Financial Reporting Standards (IFRS Standards) issued by the International Accounting Standards
Board (IASB) as notified under the Companies Act, 2017.

- Provisions of and directives issued under the Companies Act, 2017.

Where the provisions of and directives issued under the Companies Act, 2017 differ from the IFRS Standards, the
provisions of and directives issued under the Companies Act, 2017 have been followed.

The applicable financial reporting framework for the consolidated subsidiary U Microfinance Bank Limited (U Bank)
also includes the following:

- Islamic Financial Accounting Standards (IFAS) issued by the Institute of the Chartered Accountants of Pakistan as
notified under the Companies Act, 2017;

- Provisions of and directives issued under The Microfinance Institutions Ordinance, 2001 (the MFI Ordinance) and
the Companies Act, 2017; and

- directives issued by the State Bank of Pakistan (SBP) and the Securities and Exchange Commission of Pakistan
(SECP)

Whenever the requirements of the Microfinance Institution Ordinance, 2001, Companies Act, 2017 or the directives
issued by the SBP and the SECP differ with the requirements of IFRS or IFAS, the requirements of the Microfinance
Institution Ordinance, 2001, the Companies Act, 2017 and the said directives shall prevail.

State Bank of Pakistan (SBP) through its BPRD circular No. 4 of 2019 dated 23 October 2019 had decided that the
effective date of IFRS 9 implementation was 01 January 2021 for banks/DFIs/MFBs. However, given the prevalent
COVID-19 (Corona Virus Disease 2019) pandemic situation, SBP through its BPRD circular No. 15 of 2020 dated 26
March 2020 had decided to extend the timeline of the tasks related to IFRS 9 implementation till periods beginning
on or after 01 July 2020. Moreover in view of COVID-19 impact and banking industry representations, SBP vide its
BPRD circular letter no. 24 of 2021 dated 05 July 2021 has decided to implement IFRS 9 from 01 January 2022.
However as per State Bank of Pakistan (SBP)" BPRD circular letter no. 3 of 2022, the applicability of IFRS 9 to
Microfinance Banks in Pakistan was further deferred to accounting periods beginning on or after January 1, 2024,
The Bank, however, has early adopted IFRS 9 'Financial Instruments' during the year. The impact of early adoption
of IFRS 9 'Financial Instruments' is disclosed in note 5 to these consolidated financial statements.

The SBP vide BSD Circular No. 10, dated 26 August 2002 has deferred the applicability of the International
Accounting Standard (IAS) 39, “Financial Instruments: Recognition and Measurement” and IAS 40, “Investment
Property” for banking companies till further instructions. Further, the SECP vide its SRO 633 (I)/ 2014, dated 10 July
2014 has deferred the applicability of International Accounting Standard (IAS) 39, “Financial Instruments:
Recognition and Measurement”, 1AS 40, “Investment Property” and International Financial Reporting Standard
(IFRS) 7, “Financial Instruments: Disclosures” for banking companies till further instructions. Accordingly, the
requirements of these standards have not been considered in the preparation of these consolidated financial
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These financial statements are consolidated financial statements of the Group. In addition to these consolidated
financial statements, the Holding Company and subsidiary companies (PTML, U Bank, DVCOM Data and Smart

Sky) prepare separate statutory financial statements.

Standards, interpretations and amendments adopted during the year

The following amendments to existing standards have been published that are applicable to the Group's financial
statements covering year, beginning on or after the following dates:

New accounting standards / amendments and IFRS interpretations that are effective for the year ended December

31, 2022

The following standards, amendments and interpretations thereto as notified under the Companies Act, 2017 are
either not relevant to the Holding Company's operations or are not likely to have significant impact on the Holding

Company's financial statements.

Reference to the Conceptual Framework
(Amendments to IFRS 3)

The amendments update an outdated reference to the
Conceptual Framework in IFRS 3 without significantly
changing the requirements in the standard.

Property, Plant and Equipment — Proceeds before Intended
Use (Amendments to IAS 16)

The amendments prohibit deducting from the cost of an
item of property, plant and equipment any proceeds from
selling items produced while bringing that asset to the
location and condition necessary for it to be capable of
operating in the manner intended by management. Instead,
an entity recognizes the proceeds from selling such items,
and the cost of producing those items, in profit or loss.

Onerous Contracts — Cost of Fulfiling a Contract
(Amendments to IAS 37)

The amendments specify that the ‘cost of fulfilling’ a
contract comprises the ‘costs that relate directly to the
contract’. Costs that relate directly to a contract can either
be incremental costs of fulfilling that contract (examples
would be direct labor, materials) or an allocation of other
costs that relate directly to fulfilling contracts (an example
would be the allocation of the depreciation charge for an
item of property, plant and equipment used in fulfilling the
contract).

Covid-19-Related Rent Concessions beyond 30 June 2021
(Amendment to IFRS 16)

The amendment extends, by one year, the May 2020
amendment that provides lessees with an exemption from
assessing whether a COVID-19-related rent concession is a
lease modification.

Reference to the Conceptual Framework (Amendments to
IFRS 3)

The amendments update an outdated reference to the
Conceptual Framework in IFRS 3 without significantly
changing the requirements in the standard.

Annual reporting periods beginning on or after
1 January 2022

Annual reporting periods beginning on or after
1 January 2022

Annual reporting periods beginning on or after
1 January 2022

Annual reporting periods beginning on or after
1 April 2021

Annual reporting periods beginning on or after
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Applying IFRS 9 'Financial Instruments' with IFRS 4
Insurance Contracts' (Amendments to IFRS 4)

Amends IFRS 4 Insurance Contracts provide two options
for entities that issue insurance contracts within the scope
of IFRS 4: Amends IFRS 4 Insurance Contracts provide two
options for entities that issue insurance contracts within the
scope of IFRS 4: an option that permits entities to reclassify,
from profit or loss to other comprehensive income, some of
the income or expenses arising from designated financial
assets; this is the so-called overlay approach; an optional
temporary exemption from applying IFRS 9 for entities
whose predominant activity is issuing contracts within the
scope of IFRS 4; this is the so-called deferral approach. The
application of both approaches is optional and an entity is
permitted to stop applying them before the new insurance
contracts standard is applied.

The application of both approaches is optional and an
entity is permitted to stop applying them before the new
insurance contracts standard is applied.

Extension of the Temporary Exemption from Applying IFRS
9 (Amendments to IFRS 4)

The amendment changes the fixed expiry date for the
temporary exemption in IFRS 4 Insurance Contracts from
applying IFRS 9 Financial Instruments, so that entities
would be required to apply IFRS 9 for annual periods
beginning on or after 1 January 2023.

Classification of Liabilities as Current or Non-current —
Deferral of Effective Date (Amendment to IAS 1)

The amendment defers the effective date of the January
2020 amendments by one year, so that entities would be
required to apply the amendment for annual periods
beginning on or after 1 January 2024.

Initial Application of IFRS 17 and IFRS 9 — Comparative
Information (Amendment to IFRS 17)

The amendment defers the effective date of the January
2020 amendments by one year, so that entities would be
required to apply the amendment for annual periods
beginning on or after 1 January 2024.

Overlay approach to be applied when IFRS 9 is
first applied. Deferral approach effective for
annual periods beginning on or after 1 January
2018 and only available for five years after that
date.

Immediately available.

Immediately available.

An entity that elects to apply the amendment

New accounting standards / amendments and IFRS interpretations that are not yet effective

Amendments to the following International Financial Reporting Standards (IFRS Standards) as notified under
the Companies Act, 2017 and interpretations thereto are not yet effective. The management is currently in the
process of evaluating the potential impact on these financial statements.

Classification of liabilities as current or non-current (Amendments to IAS 1 in January 2020) apply
retrospectively for the annual periods beginning on or after 1 January 2024 (as deferred vide amendments to
IAS 1 in October 2022) with earlier application permitted. These amendments in the standards have been
added to further clarify when a liability is classified as current. Convertible debt may need to be reclassified as

‘current’.
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The standard also amends the aspect of classification of liability as non-current by requiring the assessment of the
entity’s right at the end of the reporting period to defer the settlement of liability for at least twelve months after the
reporting period. An entity's expectation and discretion at the reporting date to refinance or to reschedule payments
on a long-term basis are no longer relevant for the classification of a liability as current or non-current. An entity shall
apply those amendments retrospectively in accordance with IAS 8.

Non-current Liabilities with Covenants (amendment to IAS 1 in October 2022) aims to improve the information an entity
provides when its right to defer settlement of a liability for at least twelve months is subject to compliance with
conditions. The amendment is also intended to address concerns about classifying such a liability as current or
non-current. Only covenants with which a company must comply on or before the reporting date affect the
classification of a liability as current or non-current. Covenants with which the Holding company must comply after the
reporting date (i.e. future covenants) do not affect a liability’s classification at that date. However, when non-current
liabilities are subject to future covenants, companies will now need to disclose information to help users understand
the risk that those liabilities could become repayable within 12 months after the reporting date. The amendments apply
retrospectively for annual reporting periods beginning on or after 1 January 2024, with earlier application permitted.
These amendments also specify the transition requirements for companies that may have early-adopted the
previously issued but not yet effective 2020 amendments to IAS 1 (as referred above).

Disclosure of Accounting Policies (Amendments to IAS 1 and IFRS Practice Statement 2) — the Board has issued
amendments on the application of materiality to disclosure of accounting policies and to help companies provide
useful accounting policy disclosures. The key amendments to IAS 1 include:

- requiring companies to disclose their material accounting policies rather than their significant accounting policies;

A seller-lessee may adopt different approaches that satisfy the new requirements on subsequent measurement. The
amendments are effective for annual reporting periods beginning on or after 1 January 2024 with earlier application
permitted. Under IAS 8, a seller-lessee will need to apply the amendments retrospectively to sale-and-leaseback
transactions entered into or after the date of initial application of IFRS 16 and will need to identify and re-examine
sale-and-leaseback transactions entered into since implementation of IFRS 16 in 2019, and potentially restate those
that included variable lease payments. If an entity (a seller-lessee) applies the amendments arising from Lease
Liability in a Sale and Leaseback for an earlier period, the entity shall disclose that fact.

Sale or Contribution of Assets between an Investor and its Associate or Joint Venture (Amendments to IFRS 10 and
IAS 28) amend accounting treatment on loss of control of business or assets. The amendments also introduce new
accounting for less frequent transaction that involves neither cost nor full step-up of certain retained interests in assets
that are not businesses. The effective date for these changes has been deferred indefinitely until the completion of a
broader review.

As per State Bank of Pakistan (SBP)’'s BPRD circular letter no. 03 of 2022, IFRS 9 ‘Financial Instruments’ is applicable:

- Effective 1 January 2023 for banks having asset size of PKR 500 billion or above as per their Annual Financial
Statements of December 31, 2021 all Development Finance Intuitions (DFls).

- Effective 1 January 2024 for all other banks and Microfinance Banks (MFBs).

Early adoption of the standard is permissible. U Bank has early adopted IFRS 9 'Financial Instruments' as of 01
January 2022. The impact of early adoption of IFRS 9 is disclosed in note 5 to these consolidated financial statements.

- clarifying that accounting policies related to immaterial transactions, other events or conditions are themselves (c) Other than the aforesaid standards, interpretations and amendments, International Accounting Standard Board (IASB)
immaterial and as such need not be disclosed; and has also issued the following standards which have not been adopted locally by the Securities and Exchange
Commission of Pakistan:
- clarifying that not all accounting policies that relate to material transactions, other events or conditions are
themselves material to a company’s financial statements. - IFRS 1 First -time Adoption of International Financial Reporting Standards
] ] . N - IFRS 17 Insurance Contracts
The Board also amended IFRS Practice Statement 2 to include guidance and two additional examples on the
application of materiality to accounting policy disclosures. The amendments are effective for annual reporting periods The following interpretations / IFRS issued by IASB have been waived off by SECP:
beginning on or after 1 January 2023 with earlier application permitted.
o ] . . o ] ) - IFRIC 12 Service Concession Agreements
Definition of Accounting Estimates (Amendments to IAS 8) introduce a new definition for accounting estimates . . , .
clarifying that they are monetary amounts in the financial statements that are subject to measurement uncertainty. The - IFRS2 Share based payments in respect of Benazir Employees’ Stock Option Scheme
amendments also clarify the relationship between accounting policies and accounting estimates by specifying that an .
entity develops an accounting estimate to achieve the objective set out by an accounting policy. The amendments are 3. Basis of measurement
beginning of the first annual reporting period in which the Holding Company applies the amendments. revaluahonl of certain fmanmal mgtruments at fair value and the recognition of certain employees retirement benefits
on the basis of actuarial assumptions.
Deferred Tax related to Assets and Liabilities arising from a Single Transaction (Amendments to IAS 12) narrow the . . .
4. Accounting estimates and judgments

scope of the initial recognition exemption (IRE) so that it does not apply to transactions that give rise to equal and
offsetting temporary differences. As a result, companies will need to recognize a deferred tax asset and a deferred tax
liability for temporary differences arising on initial recognition of a lease and a decommissioning provision. For leases
and decommissioning liabilities, the associated deferred tax asset and liabilities will need to be recognized from the
beginning of the earliest comparative period presented, with any cumulative effect recognized as an adjustment to
retained earnings or other components of equity at that date. The amendments are effective for annual reporting
periods beginning on or after 1 January 2023 with earlier application permitted.

Lease Liability in a Sale and Leaseback (amendment to IFRS 16 in September 2022) adds subsequent measurement
requirements for sale and leaseback transactions that satisfy the requirements to be accounted for as a sale. The
amendment confirms that on initial recognition, the seller-lessee includes variable lease payments when it measures
a lease liability arising from a sale-and-leaseback transaction. After initial recognition, the seller-lessee applies the
general requirements for subsequent accounting of the lease liability such that it recognizes no gain or loss relating to
the right of use it retains.

The preparation of consolidated financial statements in conformity with approved accounting and reporting standards
requires the use of certain critical accounting estimates. It also requires management to exercise its judgment in the
process of applying the Group’s accounting policies. Estimates and judgments are continually evaluated and are
based on historic experience, including expectations of future events that are believed to be reasonable under the
circumstances. The areas involving a higher degree of judgment or complexity, or areas where assumptions and
estimates are significant to the consolidated financial statements, are as follows:

Significant estimates and judgments

(a) Provision for employees retirement benefits

The actuarial valuation of pension, gratuity, medical, accumulating compensated absences and benevolent grant
plans requires the use of certain assumptions related to future periods, including increase in future salary, pension,
medical costs, expected long term returns on plan assets, rate of increase in benevolent grant and the discount rate
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(b) Provision for income tax 5.  Summary of significant accounting policies

The Group recognizes income tax provisions using estimates based upon expert opinions of its tax and legal advisors.
Differences, if any, between the recorded income tax provision and the Group's tax liability, are recorded on the final
determination of such liability. Deferred income tax is calculated at the rates that are expected to apply to the period
when these temporary differences reverse, based on tax rates that have been enacted or substantively enacted, by
the date of the consolidated statement of financial position.

Useful life and residual value of fixed assets

The Group reviews the useful lives and residual values of fixed assets on a regular basis. Any change in estimates
may affect the carrying amounts of the respective items of property, plant and equipment and intangible assets, with
a corresponding effect on the related depreciation / amortization charge.

Provision for doubtful receivables and contract assets

A provision against overdue receivable balances is recognized after considering the pattern of receipts from, and the
future financial outlook of, the concerned receivable party. It is reviewed by the management on a regular basis.
Contract assets arise when the Group performs its performance obligations by transferring goods or services to a
customer before the customer pays consideration or before payment is due.

Criteria / rates for expected credit loss against non-performing advances as per the requirements of the 'lFRS 9
Financial Instruments application instructions' issued by SBP BPRD circular no. 3 of 2022 dated 05 July 2022.

Impairment of non - financial assets
Management exercises judgment in measuring the recoverable amount of assets at each reporting date to determine

whether there is any indication of impairment loss. If any such indication exists, recoverable amount is estimated to
determine the extent of impairment of such assets.

Other estimates and judgments

(@)

Provision for stores and spares

A provision against stores and spares is recognized after considering their physical condition and expected future
usage. It is reviewed by the management on quarterly basis.

Revenue from contracts with customers

The Group applies probability approach and constrains the unused resources pertaining to remaining performance
obligations as at the reporting date for recognition of revenue against cash consideration received. Contract costs
comprise incremental cost of acquiring the customers and the Group estimates the average life of the customer for
amortization of capitalized contract cost.

Recognition of government grants

The Group recognizes government grants when there is reasonable assurance that grants will be received and the
Group will be able to comply with conditions associated with grants.

Right of use assets and lease liability

The Group has applied incremental borrowing rate of 9% to 10% for recognition of lease liabilities and corresponding
right of use assets under IFRS-16.

Other provisions

The management exercises judgment in measuring and recognizing provisions and the exposures to contingent
liabilities related to pending litigation or other outstanding claims. Judgment is necessary in assessing the likelihood
that a pending claim will succeed, or a liability will arise, and to quantify the possible range of the financial settlement.
Because of the inherent uncertainty in this evaluation process, actual losses may be different from the originally
estimated provision.
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The accounting policies as set out below have been applied consistently to all periods presented in these financial
statements expect for the changes presented below.

PTCL

Securities and Exchange Commission of Pakistan issued an SRO through which only financial assets due from
Government of Pakistan in respect of circular debt will be exempt from the requirements of calculating expected
credit loss as per the requirements of IFRS 9 “Financial Instruments” till 30 June 2022. As the Holding Company’s
receivable from Government of Pakistan is not in respect of circular debt, the Holding Company has recorded the
impact of expected credit loss on opening balances of financial assets due from Government of Pakistan in the
Statement of Changes in Equity. There has been no change in classification of financial assets and financial
liabilities due to this change in accounting policy.

U Bank - Impact of adoption of IFRS 9
Classification and measurement of financial instrument:

IFRS 9 contains three principal classification categories for financial assets: measured at amortized cost, fair value
through other comprehensive income (“FVOCI”) and fair value through profit and loss (“FVTPL”). This classification
is generally based on the business model in which a financial asset is managed and is based on its contractual
cash flows.

Impairment of financial assets:

The IFRS 9 replaces the current credit loss measurement method with an 'expected credit loss' model (*ECL”"). The
IFRS 9 requires U Bank to record an allowance for ECLs for all financial assets not held at FVTPL. The allowance is
based on the ECLs associated with the probability of default in the next twelve months unless there has been a
significant increase in credit risk since origination.

Transition

Changes in accounting policies resulting from the adoption of IFRS 9 have been applied retrospectively, except as
described below.

Comparative periods have not been restated. Differences in the carrying amounts of financial assets and financial
liabilities resulting from the adoption of IFRS 9 are recognized in retained earnings as of 01 January 2022.
Accordingly, the carrying amounts of financial assets and financial liabilities and impairment allowance presented
for 2021 does not reflect the requirements of IFRS 9 and therefore, is not comparable to the information presented
for 2022 under IFRS 9.

The assessment for the determination of the business model within which a financial asset is held, considers the
facts and circumstances that existed at the date of initial application.
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Reconciliation of carrying amount before early adoption of IFRS 9 to carrying amounts under Classification of Financials assets and Liabilities

complete IFRS 9 at 01 January 2022
The following table provides classification of financial instruments of U Bank by class and their carrying amounts as at
31 December 2021 and 01 January 2022:

Classification as at 01 January 2022

Rs ‘000:+

I o Designated at Designated at Amortized Total Carrying
Impact of re-classification 31 December 2021 Re-classification ~ Re-measurement 01 January 2022 FVTPL FVOCI e T
Financials assets Rupees, 000
Financials assets
Balances with other Banks/ NBFls/ MFBs 6,223,904 18,134 - 6,242,038 Cash and balances with SBP and NBP - - 3,799,931 3,799,931
Investments 46,564,520 515,445 = 47,079,965 Balances with other Banks/ NBFIs/ MFBs - - 6,242,038 6,242,03
Advances - net of provisions 34,375,729 8,616,365 (4,136,582) 38,855,512 Investments - net of provisons: - - - -
Other assets 10,050,583 (8,837,417) - 1,213,166 Pakistan Investment Bond (PIBs) - - 6,229,687 6,229,687
Term deposit receipts - - 7,789,986 7,789,986
Financials liabilities Mutual Funds 12,082,206 - - 12,082,206
Deposits and other accounts 55,000,290 438,823 - 55,439,113 T-bills - 20,978,086 - 20,978,086
Borrowings 36,880,686 172,991 (168,816) 36,884,861 Advances - net of provisions - - 38,855,512 38,855,512
Subordinat_e_d debt 1,798,920 480 - 1,799,400 Other assets - - 1,213,166 1,213,166
Other liabilities 3,407,297 (612,294) - 2,795,002 Total financials assets 12,082,206 20,978,086 64,130,320 97,190,612
Impact on other financial statement captions Financials liabilities
Deferred tax asset 677,448 (46,833) 1,286,919 1,917,533 Deposits and other accounts _ _ 55439113 55439113
Surplus / (deficit) on revaluation of assets (288,630) 265,694 = (22,937) Borrowings . . 36,884,861 36,884,861
Deferred grants 2,054 - 32,347 34,401 Subordinated debt - - 1,799,400 1,799,400
, : ) ) , , Other liabilities - - 2,795,002 2,795,002
The following table summaries the effect on retained earnings of the entity as a result of early adoption of IFRS 9: : - —
Total financials liabilities - - 96,918,376 96,918,376
Rs. ‘000
LASSIFICATION AND MEASUREMENT
Retained earnings as at 31 December 2021 1,926,314 CLASSIFICATIO su
. . Fi ial t
Reversal of provision held against advances 2,035,615 nancial assets
Reversal .Of markup on advanqes (previously suspended) 580,079 IFRS has different requirements for debt or equity financial assets. Debt instruments are classified and measured either at:
Recognition of expected credit loss (5,384,670)
Remeasurement of advances on amortized cost (effective interest rate) (956,644) - Amortized cost, where the effective interest rate method will apply;
Reversal of loan processing fee due fo adjustment against effective interest rate (410,963) - Fair value through other comprehensive income, with subsequent recycling to the statement of profit or loss upon disposal of
Impact of remeasurement of advances (4,136,583) the financial asset: or
Impact of deferred tax on remeasurement of advances 1,240,086 '
Impact of remeasurement of investments previously held at amortized cost 158,294 - Fair value through profit or loss.
Impact of remeasurement of borrowings (4.175) Investments in equity instruments, other than those to which consolidation or equity accounting apply, are classified and
Net impact on opening retained earnings (2,742,378) measured either at:
Retained earnings under IFRS 9 as at 01 January 2022 (816,064) - Fair value through profit or loss; or

- Fair value through other comprehensive income, with no subsequent recycling to the statement of profit or loss upon disposal
of the financial asset (if the instrument by instrument option is to classify at fair value through other comprehensive income is
elected).

When classifying a financial asset (other than derivatives and equity instruments), IFRS requires that the contractual cash flows
test is performed, commonly referred to as the solely payments of principal and interest test (“SPPI”) test. If an instrument fails
the SPPI test, it is classified as Fair Value through profit or loss. When an instrument passes the SPPI test, it undergoes the
business model test, on a portfolio level.

Business model Classification basis

Hold to collect Portfolio accounted at amortized cost

Hold to collect and sell Portfolio accounted at fair value through other comprehensive income with recycling
Others Portfolio accounted at fair value through profit or loss

All instruments held for trading are classified as Fair value through profit or loss.

Investments in equity instruments are by default classified as fair value through profit or loss, however, U Bank has an irrevocable
choice on an instrument by instrument basis, to elect that the fairvalue changes on the equity investment are accounted for
through other comprehensive income. Upon disposal of the investment, the gain or loss on disposal is recognized in equity.
Dividends received are recognized in the profit and loss account. The following table summarizes the two-stage approach for
financial assets classification on their initial recognition.
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At initial recognition Contractual cash flow characteristics test
Pass Fail

D Held within a business model whose | Amortized cost Fair value through profit or loss (FVTPL)
O | objective is to hold financial assets in
g order to collect contractual cash flows
7))
0 | Held within a business model whose | Fair value through other comprehensive | Fair value through profit or loss (FVTPL)
GCJ objective is achieved by both collecting | income (FVOCI) with recycling
‘0 | contractual cash flows and selling | (debt)
5 financial assets

Financial assets which are neither held | Fair value through profit or loss (FVTPL) | Fair value through profit or loss (FVTPL)
at amortized nor at fair value through
other comprehensive income

Conditional fair value option is elected | Fair value through profit or loss (FVTPL) | Fair value through profit or loss (FVTPL)

()

-

O | Option elected to present changes in | N/A "Fair value through other comprehensive
D | fair value of an equity instrument not income (FVOCI) without recycling

O | held for trading in OCI (equity)

Financial liabilities

All financial liabilities are carried at amortized cost (i.e. loan payables) and are subsequently accounted in accordance with
the effective interest rate method.

Recognition and measurement

U Bank recognizes a financial asset or a financial liability in its financial statements when and only when it becomes a party to
the contractual provisions of the instrument.

Financial assets and liabilities not measured at fair value through profit or loss

When a financial asset or financial liability is recognized initially, U Bank measures it at its fair value plus or minus, transaction
costs that are directly attributable to the acquisition or issue of the financial asset or financial liability. Examples of transaction
costs include fees and commissions paid to agents such as broker commissions and stamp duty.

Financial assets and liabilities at fair value through profit or loss.

Financial asset or financial liability are measured at initial recognition at the fair value excluding transaction costs. Transaction
costs for this class of financial instrument are recognized directly in the profit and loss account.

Subsequent measurement of financial assets

Financial assets can be categorized into the following categories:

i. Amortized cost (Expected credit losses need to be provided);

ii. Fair value through other comprehensive income with recycling (Expected credit losses need to be provided);

iii. Fair value through other comprehensive income without recycling (for equity instruments for which the FVOCI
option was elected)

iv. Fair value through profit and loss.

The categorization of the instrument determines the manner of subsequent measurement.

NOTES TO AND FORMING PART OF THE
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IMPAIRMENT REQUIREMENT FOR FINANCIAL ASSETS

U Bank assesses impairment of financial assets measured at amortized cost and FVOCI at the end of each reporting period.
Measurement of expected losses reflects:

- A considered and unbiased, probability-weighted amount;

- The time value of money; and

- Reasonable and supportable information that is available without undue cost or effort and that reflects past events, current
conditions and forecasts of future economic conditions.

IFRS 9 establishes two approaches for measuring impairment i.e. general and simplified. Under the general approach, impair-
ment is generally measured as either 12 months ECL or lifetime ECL relevant for banks and financial institutions. The measure-
ment basis depends on whether there has been a significant increase in credit risk of a financial instrument at the reporting
date since its initial recognition. U Bank has identified basis of ECL computation for following stages:

Stage 1: No significant deterioration in credit quality of the financial assets — 12 month expected credit loss
Stage 2: Significant deterioration in credit quality of the financial asset since recognition — lifetime expected credit loss
Stage 3: Credit impaired — impairment determined on individual or collective basis over the life time.

The staging guidelines applicable on U Bank has been adopted from State Bank of Pakistan (SBP) guidelines:

Gleneral Classification Days due sitzge elleziien Provision to be made
oans under IFRS 9
Performing 1-29 Stage 1 )
Underperforming (OAEM) 30-59 Stage 2 As per IFRS 9 ECL modelling
Non-performing
Substandard 60 - 89 whichever is higher
Doubtful 90- 179 Stage 3 (a) FRS 9 ECL
Loss 180 or more (b) PR's requirements
Microenter- Classification Days due Stage allocation Provision to be made
prise Performin 1-89 Stage 1 ;
Underperf?)rming (OAENM) 90- 179 Stage 2 As per IFRS 9 ECL modelling
Non-performing
Substandard 180 - 364 whichever is higher
Doubtful 365 - 546 Stage 3 (a) IFRS 9 ECL
Loss 547 or more (b) PR's requirements

In order to align classification and provisioning requirements with enhanced loan sizes, State Bank of Pakistan (SBP) via
AC&MFD circular 02 of 2022 dated 16 March 2022 has decided to revise Prudential Regulations R-8 for MFBs as under:
Regulation R-8: Classification of Assets and Provisioning Requirements

Specific Provisioning:

The outstanding principal and mark-up of the loans and advances, payments against which are overdue, shall be classified
as Non- Performing Loans (NPLs) as prescribed below:
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For General Loans

Category Determinant Treatment of Income Provisioning to be made
Olér;ereﬁ?;:ets Where mark-up or principal
I\/Ie?mtione?jl is overdue for 30 days or NIL No provisioning required
(OAEM) more but less than 60 days.
o The unrealized interest / profit / markup
Substandard Wi:%r\?e?c]jit_fz?g(; gg;;:'gfl / service charges on NPLs shall be 25% of outstanding principal net of liquid assets
ubstandar . . .
more but less than 90 days suspended and credited to realizable without recourse to a court of law
memorandum account.
V%:ir\?e;girek}gfg;)(; Sgnscffl 50% of outstanding principal net of liquid assets
Doubtful Y As above realizable without recourse to a court of law
more but less than 180 days.
Where LS O silier k| 100% of outstanding principal net of liquid assets
Loss is overdue for 180 days or As above

more.

realizable without recourse to a court of law

For Housing Loans

Category Determinant Treatment of Income Provisioning to be made
Other Assets | Where mark-up or principal
Especially is overdue for 90 days or NIL No provisioning Required
Mentioned more but less than 180 ' O provisioning Requirea.
(OAEM) days from the due date.
Unrealized interest / profit / mark-up
to be kept in Memorandum Account - o " -
Where mark-up or principal and not 1o be credited to Income Provision of :25A; of the dlffergncg resulting .fror_“n
is overdue by 180 davs or A ¢ twh lized i the outstanding balance of principal net of liquid
Substandard y Y CCﬁUS eX(:lfapdV\( fn reta/lze fltn/ assets realizable without recourse to a court of
more but less than one year e e e e A law, and Forced Sale Value (FSV) of mortgaged
from the due date. mark-up already taken to income properties to the extent of 75% of such FSV.
account to be reversed and kept in
Memorandum Account.
Where mark-up or principal Provision of 50% of the difference resulting from
: the outstanding balance of principal net of liquid
is overdue by one year or ! )
Doubtful As above. assets realizable without recourse to a court of
more but less than two law, and Forced Sale Value (FSV) of mortgaged
years from the due date. properties to the extent of 75% of such FSV.
Provision of 100% of the difference resulting from
the outstanding balance of principal net of liquid
assets realizable without recourse to a court of law,
Where mark-up or principal and Forced Sale Value (FSV) of mortgaged
Loss is overdue by two years or As above. properties to the extent of 75% of such FSV for first

more from the due date

and second year, 50% for third and fourth year and
30% of FSV for fifth year from the date of
Classification. Benefit of FSV against NPLs shall not
be available after 05 years from the date of
classification of financing.
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For Microenterprise Loans

Category

Determinant

Treatment of Income

Provisioning to be made

Other Assets
Especially
Mentioned

(OAEM)

Where mark- up/ interest
or principal is overdue by
90 days or more but less
than 180 days from the
due date

Unrealized interest / profit / mark-up
to be kept in Memorandum Account
and not to be credited to Income
Account except when realized in
cash. Unrealized interest / profit /
mark-up already taken to income
account to be reversed and kept in
Memorandum Account.

Provision of 10% of the difference resulting from
the outstanding balance of principal net of liquid
assets realizable without recourse to a court of
law, and Forced Sale Value (FSV) of pledged
stocks, plant & machinery under charge and
mortgaged residential, commercial and industrial
properties (land & building only) to the extent
allowed in Annexure [-4.

Substandard

Where mark- up/ interest
or principal is overdue by
180 days or more but less
than one year from the
due date.

As above

Provision of 25% of the difference resulting from
the outstanding balance of principal net of liquid
assets realizable without recourse to a court of
law, and Forced Sale Value (FSV) of pledged
stocks, plant & machinery under charge and
mortgaged residential, commercial and industrial
properties (land & building only) to the extent
allowed in Annexure |-4

Doubtful

Where mark-up/ interest or
principal is overdue by
one year or more but less
than 18 months from the
due date.

As above

Provision of 50% of the difference resulting from
the outstanding balance of principal net of liquid
assets realizable without recourse to a court of
law, and Forced Sale Value (FSV) of pledged
stocks, plant & machinery under charge and
mortgaged residential, commercial and industrial
properties (land & building only) to the extent
allowed in Annexure [-4.

Loss

Where mark-up/ interest or
principal is overdue by 18
months or more from the
due date.

Where Inland Trade Bills
are not paid/ adjusted within
180 days of the due date.

As above

Provision of 100% of the difference resulting from
the outstanding balance of principal net of liquid
assets realizable without recourse to a court of
law, and Forced Sale Value (FSV) of pledged
stocks, plant & machinery under charge and
mortgaged residential, commercial and industrial
properties (land & building only) to the extent
allowed in Annexure |-4.

Significant increase in credit risk

A financial asset is considered to have had a significant deterioration in its credit quality, when following factors exists:

i. Quantitative factor: 30 days or more past due for general loans and 90 days or more past due for microenterprise loans;

Qualitative factors:

ii. Restructuring/Rescheduling due to credit reasons;

ii. Unavailable/inadequate financial information/financial statements;
iv. Expectation of forbearance (restructuring/rescheduling) occurring;
v. Qualified report by external auditors;
vi. Significant contingent liabilities;

Vil

viii.Loss of key staff to the organization;

ix. Increase in operational risk and higher occurrence of fraudulent activities;

Pending litigation resulting in a detrimental impact;

x. Borrower is the subject of litigation by third parties that may have a significant impact on his financial position;
xi. Frequent changes in senior management;

Xii.

Intra-group transfer of funds without underlying transactions; and

xiii. Deferment/delay in the date for commencement of commercial operations by more than one year.
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Key assumptions used in calculation of ECL:

Expected credit loss is a product of:

Probability of default (“PD”) x Loss given default (“LGD”) x Exposure at default (“EAD”)
Probability of default:

Probability of default is a term ascribed to the likelihood of a default over a specified period that a borrower will not be able
to repay the amount due.

Many models have been developed by statisticians to estimate probability of default for portfolios with varying default rates.
These models take into account a number of factors such as debtor characteristics including third-party-credit-risk-ratings,
days past due, past default rates, macroeconomic factors, and asset correlation to estimate future PDs associated with the
financial exposures of an entity. Based on analysis performed on available data, flow rate migration matrix have been found
most suitable for estimation of probability of default. Accordingly, U Bank has computed loss rates for its advances using flow
rate by observing default behavior over the period of 5 years as suggested by BASEL II.

The flow rates have been determined using month on month movement of outstanding balance from one bucket to another. In
order to arrive at loss rate the product of average flow rates and LGD was taken.

Forward looking information:

IFRS 9 requires incorporating future economic conditions into the measurement of ECL. Future economic conditions are incor-
porated by adjusting estimates of PD to reflect expectations about the stage of economic cycle expected to be prevalent in the
economy as-and-when default is expected to arise in the future. The macroeconomic factors were selected based on regres-
sion analysis of historical default rate and macroeconomic indicator and based on the results of the analysis GDP and CPI were
considered to be the most suitable factors based on highest correlation with default rate.

The GDP and CPI forecast were sourced from “The Economist Intelligence Unit” which was used to determine forward looking
Point in time PDs (PiT PDs). In compliance with IFRS 9, GDP and CPI were forecasted considering scenarios indicating move-
ment of both indicators under base case, best case, and worst-case simulations. Base case forecasts were sensitized using a
scaling factor of 5 years standard deviation to determine better and worst-case scenarios. It was assumed that forecast is a
normal distribution. As per normal distribution property the base, better and worst would have 68%, 16% and 16% chances of
likelihood.

Furthermore, in order to arrive at the Point in Time (PiT) loss rates, the Vasicek model framework has been used to take into
account macroeconomic variables for Pakistan, loss rates and asset correlation as inputs.

Loss given default (LGD):

Loss given default is the loss expected to be suffered should the counterparty default and is set as a percentage. To estimate
LGD, specific and accurate recovery data is to be made available. However, in the absence of this information, the standard
loss given default identified in Basel framework for secured and unsecured portfolio is used for estimation of expected credit
loss.

Segment Secured / Unsecured Loss given default
Gold Secured 35%
Enterprise Unsecured 45%
Agriculture Unsecured 45%
Livestock Unsecured 45%

Exposure at default (EAD):

Exposure at default is the value of the contractual obligation that must be fulfilled by the obligor under the contract at the time
of default. Therefore, EAD represents the amount of potential exposure that is at risk.

In case of advances, the EAD is to be calculated by amortizing loans over their tenures. The EAD is to be bifurcated into stage
1, stage 2 and stage 3 using low risk, significant increase in credit risk and default definitions. Further, the SBP guidelines
require that loan rescheduled should be considered as an indicator of significant increase in credit risk. Therefore, the resched-
uled portfolio has been classified in stage 2 or above.
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DERECOGNITION

Financial assets

A financial asset is derecognized when, and only when:

- the contractual rights to the cash flows from the financial asset expire; or

- the entity transfers the financial asset and the transfer qualifies for derecognition (substantially all risks and rewards are
transferred meaning that no control is retained).

Financial liabilities

A financial liability (e.g. debt) is derecognized from the balance sheet when it is extinguished, that is when the obligation is
discharged, cancelled or expired. This condition is met when the debtor either:

- Discharges the liability (or part of it) by paying the creditor, normally with cash, other financial assets, goods or services; or
- islegally released from primary responsibility for the liability (or part of it) either by process of law or by the creditor.
Policies applicable before 01 January 2022:

Investments

The investments of U Bank, upon initial recognition, are classified as held-for-trading, held-to-maturity or available-for-sale,
as appropriate.

Investments (other than held-for-trading) are initially measured at fair value plus transaction costs associated with the
investments. Held-for-trading investments are initially measured at fair value and transaction costs are expensed out in the
profit and loss account.

Purchase and sale of investments that require delivery within the time frame established by regulation or market convention
is recognized at the trade date, which is the date U Bank commits to purchase or sell the investment.

Held for trading

These represent securities acquired with the intention to trade by taking advantage of short-term market/ interest rate move-
ments. These securities are required to be disposed off within 90 days from the date of their acquisition. After initial
measurement, these are marked to market and surplus/ deficit arising on revaluation of 'held for trading' investments is
taken to profit and loss account in accordance with the requirements prescribed by SBP.

Held to maturity

Investments with fixed maturity, where management has both the intent and the ability to hold till maturity, are classified as
held to maturity. Subsequent to initial recognition at cost, these investments are measured at amortized cost, less provision
for impairment in value, if any, and amortized cost is calculated taking into account effective interest rate method. Profit on
held to maturity investments is recognized on a time proportion basis taking into account the effective yield on the invest-
ments.

Available for sale

These are investments which do not fall under the held-for-trading and held-to-maturity categories. After initial measure-
ment, such investments are measured at fair value. The surplus / (deficit) arising on revaluation is shown in the balance
sheet below equity which is taken to the profit and loss account when actually realised upon disposal.

Premium or discount on securities classified as available-for-sale and held-to-maturity is amortized using effective interest
method and taken to the profit and loss account.

Provision for impairment in the value of equity securities is made after considering objective evidence of impairment as a
result of one or more events that may have an impact on the estimated future cash flows of these investments. A significant
or prolonged decline in the value of security is also considered as an objective evidence of impairment. Provision for
diminution in the value of debt securities is made as per the Prudential Regulations. In the event of impairment of available
for sale securities, the cumulative loss that had been recognized directly in surplus on revaluation of securities on the
balance sheet below equity is thereof removed and recognized in the profit and loss account.
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Advances

Advances are stated net of provision for non-performing advances. The outstanding principal and mark-up of the loans and
advances, payments against which are overdue for 30 days or more are classified as non-performing loans (NPLs). The
unrealized interest / profit / mark-up / service charges on NPLs is suspended and credited to interest suspense account.
Further the NPLs are classified into following categories as prescribed in the Regulations:

Other assets especially mentioned
These are advances, payments against which are overdue for 30 days or more but less than 60 days.

Substandard
These are advances, payments against which are overdue for 60 days or more but less than 90 days.

Doubtful
These are advances, payments against which are overdue for 90 days or more but less than 180 days.

Loss
These are advances, payments against which are overdue for 180 days or more.

In addition U Bank maintains a watch list of all accounts overdue for 5-29 days. However, such accounts are not treated as
non-performing for the purpose of classification/ provisioning.

In order to enable MFBs in extending relief measures to the affected borrowers, SBP via AC&MFD Circular Letter No. 01 of
2021 dated 01 December 2021 relaxed the criteria for classification of assets and provisioning requirements for Deferred
and Restructured Portfolio (DRP) as per the following:

Category Determinant (Existing) Determinant (DRP)

Other Assets Loans (principal/mark-up) is overdue for 30 Loans (principal/mark-up) is overdue for 60 days or

Especially days or more but less than 60 days more but less than 90 days

Mentioned

(OAEM)

Substandard Loans (principal/mark-up) is overdue for 60 Loans (principal/mark-up) is overdue for 90 days or
days or more but less than 90 days more but less than 120 days

Doubtful Loans (principal/mark-up) is overdue for 90 Loans (principal/mark-up) is overdue for 120 days
days or more but less than 180 days or more but less than 210 days

Loss Loans (principal/mark-up) is overdue for 180 Loans (principal/mark-up) is overdue for 210 days
days or more or more

In accordance with the Regulations, U Bank maintains specific provision of outstanding principal net of cash collaterals and
gold (ornaments and bullion) realizable without recourse to a Court of Law at the following rates:

Other assets especially mentioned Substandard Nil

Substandard 25% of outstanding principal net of cash collaterals
Doubtful 50% of outstanding principal net of cash collaterals
Loss 100% of outstanding principal net of cash collaterals

In addition to above, a general provision is made equivalent to 1% (2021: 1%) of the net outstanding balance (advance net
of specific provisions) in accordance with the requirement of the Regulations. U Bank also recognizes general provisions in
addition to the above general provision when the circumstances indicate delinquency in the portfolio.

General and specific provision is charged to the profit and loss account in the period in which they occur.

Non-performing advances are written off one month after the loan is classified as "Loss". However, U Bank continues its
efforts for recovery of the written off balances.

Under exceptional circumstances management reschedules repayment terms for clients who have suffered catastrophic
events and who appear willing and able to fully repay their loans. Such rescheduling does not have any effects on the
classification of the loan as per the Prudential Regulations.
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Impairment
Non-derivative financial assets

Financial assets not classified at fair value through profit and loss account are assessed at each reporting date to determine
whether there is objective evidence of impairment.

Objective evidence that financial assets are impaired includes default or delinquency by a debtor, restructuring of an amount
due to U Bank on the terms that U Bank would not consider otherwise and indication that a debtor will enter bankruptcy.

For financial assets measured at amortized cost, U Bank considers evidence of impairment for these assets at both an individ-
ual asset and a collective level. All significant assets are assessed for impairment individually. Those found not to be impaired
are then collectively assessed for any impairment that has been incurred but not yet individually identified. Assets that are not
individually significant are collectively assessed for impairment. Collective assessment is carried out by grouping together
assets with similar risk characteristics. In assessing collective impairment, U Bank uses historical information on the timing of
recoveries and the amount of loss incurred, and makes an adjustment if current economic and credit conditions are such that
the actual losses are likely to be greater or lesser than suggested by historical trends.

An impairment loss is calculated as the difference between an asset’s carrying amount and the present value of the estimated
future cash flows discounted at the asset’s original effective interest rate. Losses are recognized in profit and loss account and
reflected in an allowance account. When U Bank considers that there are no realistic prospects of recovery of the asset, the
relevant amounts are written off. If the amount of impairment loss subsequently decreases and the decrease can be related
objectively to an event occurring after the impairment was recognized, then the previously recognized impairment loss is
reversed through profit and loss account.

Financial instruments

Financial assets and liabilities are recognized when U Bank becomes a party to the contractual provisions of the instrument.
These are derecognized when U Bank ceases to be the party to the contractual provisions of the instrument.

All financial assets and liabilities are initially measured at cost which is the fair value of the consideration given and received
respectively. These financial assets and liabilities are subsequently measured at fair value, amortized cost or historical cost as
the case may be.

Other particular recognition methods adopted by U Bank are disclosed in the individual policy statements associated with
each item of financial instruments.

Financial Assets

Financial assets are cash and balances with SBP and NBP, balances with other banks, investments, advances and other
receivables. Advances are stated at their nominal value as reduced by appropriate provisions against non-performing advanc-
es, while other financial assets excluding investments are stated at cost.

Financial Liabilities

Financial liabilities are classified according to the substance of the contractual arrangement entered into. Financial liabilities
include deposits, borrowings and other liabilities which are stated at their nominal value. Financial charges are accounted for
on accrual basis.

Any gain or loss on the recognition and de-recognition of the financial assets and liabilities is included in the net profit and loss
for the year in which it arises.

Derivative financial instruments

Derivative financial instruments are initially recognized at fair value on the date on which the derivative contract is entered into
and are subsequently re-measured at fair value using valuation techniques. All derivative financial instruments are carried as
assets when fair value is positive and liabilities when fair value is negative. Any change in the fair value of derivative financial
instruments is taken to the profit and loss account.
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Consolidation
Subsidiaries

Subsidiaries are entities over which the Group has the power to govern the financial and operating policies generally
accompanying a shareholding of more than one half of the voting rights. The consolidated financial statements include
Pakistan Telecommunication Company Limited and all companies in which it directly or indirectly controls, beneficially
owns or holds more than 50% of the voting securities or otherwise has power to elect and appoint more than 50% of its
directors. The existence and effect of potential voting rights that are currently exercisable or convertible are considered
when assessing whether the Group controls another entity. Subsidiaries are fully consolidated from the date on which
control is transferred to the Group. They are de-consolidated from the date control ceases to exist.

The acquisition method of accounting is used to account for the acquisition of subsidiaries by the Group. The cost of an
acquisition is measured as the aggregate of the consideration transferred, measured at acquisition date fair value and
amount of any non controlling interest in the acquiree. For each business combination, the acquirer measures the non
controlling interest in the acquiree either at fair value or at the proportionate share of the acquirer's identifiable net assets.
Acquisition costs incurred are expensed. If the business combination is achieved in stages, the acquisition date fair value
of the acquirer's previously held equity interest in the acquiree is remeasured to fair value as at the acquisition date
through profit or loss. Any contingent consideration to be transferred by the acquirer is recognized at fair value at the
acquisition date. Subsequent changes to the fair value of the contingent consideration, which is deemed to be an asset
or liability, will be recognized in accordance with IFRS 9, either in profit or loss or charged to other comprehensive income.
If the contingent consideration is classified as equity, it is remeasured until it is finally settled within equity.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination are measured
initially at their fair value at the acquisition date, irrespective of the extent of any non controlling interest. The excess of the
cost of acquisition over the fair value of the Group's share of the identifiable net assets acquired is recorded as goodwiill.
If the cost of acquisition is less than the fair value of the net assets of the subsidiary acquired, the difference is recognized
directly in income.

Inter-company transactions, balances and unrealized gains on transactions between Group companies are eliminated.
Unrealized losses on assets transferred are also eliminated and considered an impairment indicator of such assets.
Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the policies adopted
by the Group.

Associates

Associates are entities over which the Group has significant influence, but not control, and generally accompanying a
shareholding of between 20% and 50% of the voting rights. Investments in associates are accounted for using the equity
method of accounting, and are initially recognized at cost. The Group's investment in associates includes goodwill identi-
fied on acquisition, net of any accumulated impairment loss.

The Group's share of its associates' post-acquisition profits or losses is recognized in the consolidated statement of profit
or loss, and its unrealized gains on transactions between the Group and its associates are eliminated to the extent of the
Group's interest in the associates. Unrealized losses on the assets transferred are also eliminated to the extent of the
Group's interest and considered an impairment indicator of such asset. Accounting policies of the associates are
changed where necessary to ensure consistency with the policies adopted by the Group.

Functional and presentation currency

Items included in the consolidated financial statements of the Group are measured using the currency of the primary
economic environment in which the Group operates (the functional currency). These consolidated financial statements are
presented in Pakistan Rupees (Rs), which is the Group's functional currency. The amounts presented in these financial
statements have been rounded off to the nearest thousand.

Foreign currency transactions and translations

Foreign currency transactions are translated into the functional currency, using the exchange rates prevailing on the date
of the transaction. Monetary assets and liabilities, denominated in foreign currencies, are translated into the functional
currency using the exchange rate prevailing on the date of the consolidated statement of financial position. Foreign
exchange gains and losses resulting from the settlement of such transactions, and from the translation of monetary items
at year end exchange rates, are charged to consolidated statement of profit or loss for the year.
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Fair value measurement

Fair value’ is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date in the principal or, in its absence, the most advantageous market to which
the Group has access at that date. The fair value of a liability reflects its non-performance risk.

A number of Group's accounting policies and disclosures require the measurement of fair values, for both financial and
non-financial assets and liabilities.

When it is available, the Group measures the fair value of an instrument using the quoted price in an active market for that
instrument. A market is regarded as active if transactions for the asset or liability take place with sufficient frequency and
volume to provide pricing information on an ongoing basis.

If there is no quoted price in an active market, then the Group uses valuation techniques that maximize the use of relevant
observable inputs and minimize the use of unobservable inputs. The chosen valuation technique incorporates all of the
factors that market participants would take into account in pricing a transaction.

If an asset or a liability measured at fair value has a bid price and an ask price, then the Group measures assets and long
positions at a bid price and liabilities and short positions at an ask price.

The best evidence of the fair value of a financial instrument on initial recognition is normally the transaction price —i.e. the
fair value of the consideration given or received. If the Group determines that the fair value on initial recognition differs
from the transaction price and the fair value is evidenced neither by a quoted price in an active market for an identical
asset or liability nor based on a valuation technigque for which any unobservable inputs are judged to be insignificant in
relation to the measurement, then the financial instrument is initially measured at fair value, adjusted to defer the difference
between the fair value on initial recognition and the transaction price. Subsequently, that difference is recognized in the
consolidated profit or loss on an appropriate basis over the life of the instrument but no later than when the valuation is
wholly supported by observable market data or the transaction is closed out.

Short-term employee benefits

Short-term employee benefits are expensed as the related service is provided. A liability is recognized for the amount
expected to be paid if the Group has a present legal or constructive obligation to pay this amount as a result of past
service provided by the employee and the obligation can be estimated reliably.

Dividend distribution

The distribution of the final dividend, to the Holding Company shareholders, is recognized as a liability in the consolidated
financial statements in the period in which the dividend is approved by the Holding Company's shareholders; the distribu-
tion of the interim dividend is recognized in the period in which it is declared by the Board of Directors of the Holding
Company.

Statutory reserve

In compliance with the requirements of the Regulation R-4, U Bank maintains statutory reserve to which an appropriation
equivalent to 20% of the profit after tax is made till such time the reserve fund equals the paid up capital of the U Bank.
However, thereafter, the contribution is reduced to 5% of the profit after tax.

Depositors' protection fund

In compliance with the requirements of section 19 of the Microfinance Institutions Ordinance 2001, U Bank contributes 5%
of annual profit after tax to the Depositors’ Protection Fund for the purpose of providing security or guarantee to the
persons depositing money in U Bank.

Cash reserve

In compliance with the requirements of the Regulation R-3A, U Bank maintains a cash reserve equivalent to not less than

5% of its deposits (including demand deposits and time deposits with tenure of less than 1 year) in a current account
opened with the State Bank of Pakistan (SBP) or its agent.

5.10 Statutory liquidity requirement

The following standards, amendments and interpretations thereto as notified under the Companies Act, 2017 are either
not relevant to the Holding Company's operations or are not likely to have significant impact on the Holding Company's
financial statements.
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In compliance with the requirements of the Regulation R-3B, U Bank maintains liquidity equivalent to at least 10% of its
total demand liabilities and time liabilities with tenure of less than one year in the form of liquid assets i.e. cash, gold,
unencumbered treasury bills, Pakistan Investment Bonds and Government of Pakistan Sukuk bonds. Treasury bills and
Pakistan Investment Bonds held under Depositors' protection fund are excluded for the purposes of determining liquidity.

5.11 Borrowings and borrowing costs

Borrowings are recognized equivalent to the value of the proceeds received by the Group. Any difference, between the
proceeds (net of transaction costs) and the redemption value, is recognized in statement of profit or loss, over the period
of the borrowings, using the effective interest method.

Borrowing costs, which are directly attributable to the acquisition and construction of a qualifying asset, which are assets
that necessarily take a substantial period of time to get ready for their intended use or sale, are capitalized as part of the
cost of that asset. All other borrowing costs are charged to statement of profit or loss.

5.12 Deposits from banking customers

Deposits are initially recorded at the amounts of proceeds received. Mark-up accrued on deposits is recognized sepa-
rately as part of other liabilities and is charged to the consolidated statement of profit or loss over the period.

5.13 Sale and repurchase agreements

Assets sold with a simultaneous commitment to repurchase at a specified future date (repos) continue to be recognized
in the consolidated statement of financial position and are measured in accordance with the accounting policies for
investment securities by U Bank. The counter party liability for consideration received is included in borrowings from
financial institutions. The difference between sale and repurchase price is treated as markup / return / interest expense
over the period of the transaction. Assets purchased with a corresponding commitment to resell at a specified future date
(reverse repo) are not recognized as investment in the consolidated statement of financial Position. Amounts paid under
these agreements are included in lending to financial institutions. The difference between the purchase and resale price
is treated as markup / return / interest income over the period of the transaction.

5.14 Employees retirement benefits
The Group provides various retirement / post retirement benefit schemes to its employees. The plans are generally funded
through payments determined by periodic actuarial calculations or up to the limits allowed in the Income Tax Ordinance,
2001. The Group has constituted both defined contribution and defined benefit plans.

The main features of these benefits provided by the Group in the Holding Company and its subsidiaries - PTML and U
Bank are as follows:

PTCL

(a) PTCL Employees General Provident Fund (GPF) Trust
The Holding Company operates an approved funded provident plan covering its permanent employees. For the
purpose of this plan, a separate trust, the 'PTCL Employees GPF Trust' (the Trust), has been established. Monthly
contributions are deducted from the salaries of employees and are paid to the Trust by the Holding Company. In line
with the Trust’s earnings for a year, the Board of Trustees approves a profit rate for payment to the members. The
Holding Company contributes to the fund, the differential, if any, of the interest paid / credited for the year and the
income earned on the investments made by the Trust.

(b) Defined benefit plans
The Holding Company provides the following defined benefits:
(i) Pension plans
The Holding Company accounts for an approved funded pension plan operated through a separate trust, the
'Pakistan Telecommunication Employees Trust' (PTET), for its employees recruited prior to January 01, 1996 when the
Holding Company took over the business from PTC. The Holding Company also operates an unfunded pension
scheme for employees recruited on a regular basis, on or after January 01, 1996.

(ii) Gratuity plan

The Holding Company operates an approved funded gratuity plan for its New Terms and Conditions (NTC) employees
and contractual employees.
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(i) Medical benefits plan

The Holding Company provides a post retirement medical facility to pensioners and their families. Under this unfunded
plan, all ex-employees, their spouses, their children up to the age of 21 years (except unmarried daughters who are not
subject to the 21 years age limit) and their parents residing with them and any other dependents, are entitled to avail the
benefits provided under the scheme. The facility remains valid during the lives of the pensioner and their spouse. Under
this facility there are no annual limits to the cost of medicines, hospitalized treatment and consultation fees.

(iv) Accumulated compensated absences

The Holding Company provides a facility to its employees for accumulating their annual earned leaves. Accumulated
leaves can be encashed at the end of the employees' service, based on the latest drawn gross salary as per Holding
Company policy.

(v) Benevolent grants
The Holding Company pays prescribed benevolent grants to eligible employees / retirees and their heirs.

The liability recognized in the consolidated statement of financial position in respect of defined benefit plans, is the
present value of the defined benefit obligations at the date of the consolidated statement of financial position less the fair
value of plan assets.

PTML
(i) Gratuity plan

PTML operates a funded gratuity scheme, a defined benefit plan, for all permanent employees which has been approved
by the Commissioner of Income Tax in accordance with Part Il of Sixth Schedule to the Income Tax Ordinance, 2001.
Gratuity is payable to each permanent employee with a minimum qualifying service period of three years.

The liability recognized in the consolidated statement of financial position in respect of defined benefit plan is the present
value of the defined benefit obligation at the end of the reporting period less the fair value of plan assets. Defined benefit
obligation is based on actuarial valuation by independent actuary based on projected unit credit method. The present
value of the defined benefit obligation is determined by discounting the estimated future cash outflows using interest rates
of government bonds that are denominated in Pakistan rupee and have terms to maturity approximating to the terms of
the related liability.

The current service cost of the defined plan, recognized in the profit or loss for the year reflects the increase in the defined
benefit obligation resulting from employee service in the current year. Past service costs are recognized immediately in
the profit or loss for the year. The net interest cost is calculated by applying the discount rate to the net balance of the
defined benefit obligation and the fair value of plan assets, and is recognized in the profit or loss for the year.

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions are charged or
credited to other comprehensive income in the period in which they arise.

(ii) Provident fund

PTML operates an approved contributory provident fund, a defined contribution plan, for all permanent employees which
has been approved by the Commissioner of Income Tax in accordance with Part Ill of Sixth Schedule to the Income Tax
Ordinance, 2001. PTML's obligation for contribution to the provident fund is charged to profit or loss for the year.

U Bank

(i) Gratuity plan

U Bank operates defined benefit plan comprising an unfunded gratuity scheme covering all eligible employees complet-
ing the minimum qualifying period of service (three years) as specified by the scheme.

(ii) Provident fund
U Bank operates a defined contribution provident fund scheme for permanent employees. Contributions to the fund are

made on monthly basis by U Bank and employees at an agreed rate of salary (8% of the basic salary of the employee),
the fund is managed by its Board of Trustees. The contribution of U Bank is charged to profit or loss.
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5.15 Government grants

Government grants are recognized at their fair values, as deferred income, when there is reasonable assurance that the
grants will be received and the Group will be able to comply with the conditions associated with the grants.

Grants that compensate the Group for expenses incurred, are recognized on a systematic basis in the income for the year
in which the related expenses are recognized. Grants that compensate the Group for the cost of an asset are recognized
in income on a systematic basis over the expected useful life of the related asset.

5.16 Trade and other payables

Liabilities for creditors and other amounts payable are carried at cost, which is the fair value of the consideration to be
paid in the future for the goods or services received, whether or not billed to the Group.

5.17 Non current Assets
(a) Property, plant and equipment

Property, plant and equipment, except freehold land and capital work in progress, is stated at cost less accumulated
depreciation and any identified impairment losses. Freehold land is stated at cost less identified impairment losses, if any.
Cost includes expenditure, related overheads, mark-up and borrowing costs that are directly attributable to the
acquisition of the asset.

Subsequent costs, if reliably measurable, are included in the asset's carrying amount, or recognized as a separate asset
as appropriate, only when it is probable that future economic benefits associated with the cost will flow to the Group. The
carrying amount of any replaced parts as well as other repair and maintenance costs, are charged to consolidated
statement of profit or loss during the year in which they are incurred.

Capital work in progress is stated at cost less impairment value, if any. It consists of expenditure incurred in respect of
tangible and intangible fixed assets in the course of their construction and installation.

Depreciation on assets is calculated, using the straight line method, to allocate their cost over their estimated useful lives.

Depreciation on additions to property, plant and equipment, is charged from the month in which the relevant asset is
acquired or capitalized, while no depreciation is charged for the month in which the asset is disposed off. Impairment
loss, if any, or its reversal, is also charged to consolidated statement of profit or loss for the year. Where an impairment
loss is recognized, the depreciation charge is adjusted in future periods to allocate the asset's revised carrying amount,
less its residual value, over its remaining useful life.

An item of property plant and equipment is derecognized upon disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss from the disposal are determined as the difference between the net
disposal proceeds, if any and the carrying amount of the item and are included in consolidated statement of profit or loss
for the year.

(b)Intangible assets
(i) Goodwill

Goodwill is initially measured at cost being the excess of the consideration transferred, over the fair value of subsidiary’s
identifiable assets acquired and liabilities assumed. Goodwill is tested for impairment annually.

(ii) Licenses

These are carried at cost less accumulated amortization and any identified impairment losses. Amortization is calculated
using the straight line method, to allocate the cost of the license over its estimated useful life, and is charged to
consolidated statement of profit or loss for the year.

The amortization on licenses acquired during the year, is charged from the month in which a license is acquired /
capitalized, while no amortization is charged in the month of expiry / disposal of the license.

(iii) Computer software

These are carried at cost less accumulated amortization, and any identified impairment losses. Amortization is
calculated, using the straight line method, to allocate the cost of software over their estimated useful life, and is charged
to income for the year. Costs associated with maintaining computer software, are recognized as an expense as and when
incurred.
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The amortization on computer software acquired during the year, is charged from the month in which the software is
acquired or capitalized, while no amortization is charged for the month in which the software is disposed off.

If payment for an intangible asset is deferred beyond normal credit terms, it is recognized at the cash price equivalent.
The difference between the cash price equivalent and the total payments is recognized as interest expense over the
period of credit.

(c) Right of use assets

The Group assesses whether a contract is or contains a lease at inception of the contract. If the Group assesses contract
contains a lease and meets requirements of IFRS 16, the Group recognizes a right-of use asset and a lease liability at the
lease commencement date. Right of use asset is calculated as the initial amount of the lease liability in terms of network
sites, offices, vehicles and right of way at the lease contract commencement date. The right of use asset is subsequently
depreciated using the straight line method.

5.18 Impairment of non financial assets

Assets that have indefinite useful lives, for example freehold land and goodwill, are not subject to depreciation and
amortization and are tested annually for impairment. Assets that are subject to depreciation are reviewed for impairment
on the date of consolidated statement of financial position, or whenever events or changes in circumstances indicate that
the carrying amount may not be recoverable. An impairment loss is recognized, equal to the amount by which the assets'
carrying amount exceeds its recoverable amount. An asset's recoverable amount is the higher of its fair value less costs
to sell and value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for which there
are separately identifiable cash flows. Non financial assets that suffered an impairment, are reviewed for possible reversal
of the impairment at each consolidated statement of financial position date. Reversals of the impairment loss are
restricted to the extent that asset's carrying amount does not exceed the carrying amount that would have been
determined, net of depreciation or amortization, if no impairment loss has been recognized. An impairment loss, or the
reversal of an impairment loss, are both recognized in the consolidated statement of profit or loss for the year.

5.19 Long term loans

Long term loans are initially recognized at present value of loan amount disbursed to employees. On initial recognition,
the discount representing difference between loan disbursed and its present value is charged in the consolidated
statement of profit or loss. Subsequently, the unwinding of discount on present value of loans is recognized as income
over the loan term using the effective interest method.

5.20 Stock in trade

Stock in trade is valued at the lower of cost and net realizable value. Cost comprises the purchase price of items of stock,
including import duties and other related costs. Cost is determined on a weighted average basis. Net realizable value is
the estimated selling price in the ordinary course of business less estimated cost necessary to make the sale.

5.21 Stores and spares

Store and spares are stated at the lower of cost and net realizable value. Cost is determined using the weighted average
method. Items in transit are valued at cost, comprising invoice values and other related charges incurred up to the date
of the consolidated statement of financial position.

5.22 Trade debts and contract assets

Trade debts are carried at their original invoice amounts, less any estimates made for expected credit losses based on
review of all outstanding amounts at reporting date. Bad debts are written off as per Group policy.

Securities and Exchange Commission of Pakistan issued an SRO through which only financial assets due from
Government of Pakistan in respect of circular debt will be exempt from the requirements of calculating expected credit
loss as per the requirements of IFRS 9 “Financial Instruments” till 30 June 2022. As the Holding Company’s receivable
from Government of Pakistan is not in respect of circular debt, the Holding Company has recorded the impact of
expected credit loss on opening balances of financial assets due from Government of Pakistan in the Statement of
Changes in Equity. There has been no change in classification of financial assets and financial liabilities due to this
change in accounting policy.

5.23 Lease liability

The Group recognizes lease liabilities as per IFRS - 16 at the present value of the remaining lease payments using the
Group's incremental borrowing rate. Lease liabilities are measured at their amortized cost using the effective interest
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Short-term leases

The Group applies the short-term lease recognition exemption to its short-term leases of property and equipment (i.e.
those leases that have a lease term of 12 months or less from the commencement date and do not contain a purchase
option). Lease payments on short-term leases are recognized as expense on a straight-line basis over the lease term.

5.24 Cash and cash equivalents

For the purpose of consolidated statement of cash flows, cash and cash equivalents comprise cash in hand, cash with
banks and short term finances under mark up arrangements with banks. Cash equivalents are short term highly liquid
investments, that are readily convertible to known amounts of cash and which are subject to an insignificant risk of
change in value.

5.25 Provisions

Provisions are recognized when the Group has a present legal or constructive obligation as a result of past events, it is
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a
reliable estimate of the amount can be made. Provisions are reviewed at each consolidated statement of financial
position date and are adjusted to reflect the current best estimate.

5.26 Contingent liabilities

A contingent liability is disclosed when the Group has a possible obligation as a result of past events, the existence of
which will be confirmed only by the occurrence or non-occurrence, of one or more uncertain future events, not wholly
within the control of the Group; or when the Group has a present legal or constructive obligation, that arises from past
events, but it is not probable that an outflow of resources embodying economic benefits will be required to settle the
obligation, or the amount of the obligation cannot be measured with sufficient reliability.

5.27 Financial instruments
5.27.1 Classification

The Group classifies its financial assets other than for U Bank on initial recognition in the following categories: at
amortized cost, at fair value through profit or loss (FVTPL) and at fair value through other comprehensive income
(FVOCI). Financial assets are not reclassified subsequent to their initial recognition unless the Group changes its
business model for managing financial asset, in which case all affected financial assets are reclassified on the first day
of the first reporting period following the change in the business model.

(i) Amortized cost

A financial asset is measured at amortized cost if it meets both of the following conditions and is not designated as at
FVTPL: (i) It is held within a business model whose objective is to hold assets to collect contractual cash flows; and (ii)
Its contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest on the
principal amount outstanding.

(ii) Fair value through other comprehensive income

A debt investment is measured at FVOCI if it meets both of the following conditions and is not designated as FVTPL: (i)
It is held within a business model whose objective is achieved by both collecting contractual cash flows and selling
financial assets; and (ii) Its contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

On initial recognition of an equity investment that is not held for trading, the Group may irrevocably elect to present
subsequent changes in the investment’s fair value in OCI. This election is made on an investment by investment basis.

(iii) Fair value through profit or loss

All financial assets not classified as measured at amortized cost or FVOCI as described above are measured at FVTPL.
This includes all derivative financial instruments. On initial recognition, the Group irrevocably designates a financial
instrument that otherwise meets the requirements to be measured at amortized cost or at FVOCI as FVTPL if doing so
eliminates or significantly reduces an accounting mismatch that would otherwise arise.
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5.27.2 Recognition and measurement

Trade and other receivables are initially recognized when they are originated. All other financial assets and financial
liabilities are initially recognized when the Group becomes a party to the contractual provisions of the instrument.

A financial asset (unless it is a trade receivable without a significant financing component) or financial liability is initially
measured at fair value plus, for an item not at fair value through profit or loss (FVTPL), transaction costs that are directly
attributable to its acquisition or issue. A trade receivable without a significant financing component is initially measured
at the transaction price.

5.27.3 Subsequent measurement and gains and losses.

(i Financial These assets are subsequently measured at amortized cost using the effective interest method.
assets at The amortized cost is reduced by impairment losses. Interest income, foreign exchange gain and
amortized losses and impairment are recognized in profit or loss. Any gain or loss on derecognition is
costs recognized in profit or loss.

(ii) Financial Debt investments are subsequently measured at fair value. Interest income calculated using
assets at effective interest method, foreign exchange gains and losses and impairment are recognized in
FVOCI profit or loss. Other net gains and losses are recognized in OCI. On derecognition, gains and

losses accumulated in OCI are reclassified to profit or loss.

Equity investments are subsequently measured at fair value. Interest income calculated using
effective interest method, foreign exchange gain and losses and impairment are recognized in
profit or loss. Other net gains and losses are recognized in OCI. On derecognition, gains and
losses accumulated in OCI are reclassified to profit or loss.
(iii) Financial
assets at
FVTPL

These assets are subsequently measured at fair value. Net gains and losses, including any
interest or dividend income, are recognized in profit or loss.

Financial assets of the Group include trade debts, contract assets, long term loans, deposits, other receivables, short
term investments and forward exchange contracts.

5.27.4 Impairment of financial assets

The Group recognizes loss allowance for Expected Credit Losses (ECLs) on financial assets measured at amortized
cost and contract assets. The Group measures loss allowances at an amount equal to lifetime ECLs. The gross carrying
amount of a financial asset is written off when the Group has no reasonable expectations of recovering a financial asset
in its entirety or a portion thereof.

Lifetime ECLs are those that result from all possible default events over the expected life of a financial instrument. The
maximum period considered when estimating ECLs is the maximum contractual period over which the Group is
exposed to credit risk.

At each reporting date, the Group assesses whether the financial assets carried at amortized cost 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 asset have occurred.

Loss allowances for financial assets measured at amortized cost are deducted from the gross carrying amount of the
assets.

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

5.27.5 Financial liabilities

Financial liabilities, other than for U Bank, are classified as measured at amortized cost or FVTPL. A financial liability is
classified as FVTPL if it is classified as held-for-trading, it is derivative or it is designated as such on initial recognition.
Financial liabilities at FVTPL are measured at fair value and net gains and losses, including any interest expense, are
recognized in consolidated profit or loss. Other financial liabilities are subsequently measured at amortized cost using
the effective interest method. Interest expense and foreign exchange gains and losses are recognized in consolidated
statement of profit or loss. Any gain or loss on derecognition is also recognized in consolidated profit or loss. The
financial liabilities of the Group include subordinated debt, long term loans from banks, long term vendor liability, long
term security deposits, interest accrued, short term running finance and trade and other payables.
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5.27.6 Derecognition

Financial assets

The Group derecognizes a financial asset when the contractual rights to the cash flows from the financial asset expire,
or it transfers the rights to receive the contractual cash flows in a transaction in which substantially all of the risks and
rewards of ownership of the financial asset are transferred or in which the Group neither transfers nor retains
substantially all of the risks and rewards of ownership and it does not retain control of the financial asset.

Financial liabilities

The Group derecognizes a financial liability when its contractual obligations are discharged, cancelled, or expire. The
Group also derecognizes a financial liability when its terms are modified and the cash flows of the modified liability are
substantially different, in which case a new financial liability based on the modified terms is recognized at fair value. On
derecognition of a financial liability, the difference between the carrying amount extinguished and the consideration
paid (including any non-cash assets transferred or liabilities assumed) is recognized in profit or loss.

5.27.7 Derivative financial instruments

Derivative financial instruments are initially recognized at fair value and are subsequently remeasured at fair value.
These are carried as assets when fair value is positive and liabilities when fair value is negative. Any change in the fair
value of derivative financial instruments is charged to profit or loss for the year.

5.27.8 Offsetting of financial assets and liabilities

5.28
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Financial assets and liabilities are offset and the net amount is reported in the consolidated statement of financial
position, if the Group has a legally enforceable right to set off the recognized amounts, and the Group either intends to
settle on a net basis, or realize the asset and settle the liability simultaneously.

(a) Revenue recognition

Revenue is measured at an amount that reflects the consideration to which the Group expects to be entitled in
exchange for transferring promised goods or services to a customer, excluding amounts collected on behalf of third
parties.

Revenue is recognized when the Group satisfies the performance obligations by transferring a promised good or
service to a customer. Goods or services are transferred when the customer obtains control of that assets.

The Group mainly generates revenue from providing telecommunication services such as Data, Voice, IPTV,
Connectivity services, Interconnect, Information and communication technology (ICT), digital solutions and equipment
sales, messaging services, sales of mobile devices etc.

Services are offered separately and as bundled packages along with other services and/or devices.

For bundled packages, the Group accounts for individual products and services separately if they are distinct i.e. if a
product or service is separately identifiable from other items in the bundled package and if a customer can benefit from
it. The consideration is allocated between separate product and services (i.e. distinct performance obligations, “POs”)
in a bundle based on their stand-alone selling prices.

The stand-alone selling prices are determined based on the observable price at which the Group sells the products and
services on a standalone basis. For items that are not sold separately, the Group estimates standalone selling prices
using other methods (i.e. adjusted market assessment approach, cost plus margin approach or residual approach).

NOTES TO AND FORMING PART OF THE
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Nature and timing of satisfaction of Performance obligations are as follows:

Product and services Nature and timing of satisfaction of Performance obligations

Voice, Broadband, IPTV The Holding Company recognizes revenue as and when these services are provided

(i.e. actual usage by the customer).

Installation charges Installation services provided for service fulfillment are not distinct performance
obligation and the amount charged for installation service is recognized over the

average customer life.

Corporate Services Revenue is recognized over the period when these services are provided to the
customers. Where hardware (e.g. routers) are provided as part of the contract, the
Holding Company recognizes these as distinct POs only if the customer can benefit
from them either by selling for more than scrap value or using with services from other

service providers.

Carrier and Wholesale (C&WS) Revenue from C&WS services is recognized when the services are rendered.

Mobile telecommunication Mobile telecommunication services include voice, data and messaging services. The

services Group recognizes revenue as and when these services are provided. These services
are either prepaid or billed, in which case they are paid for on a monthly basis.
Revenue for SIM activation and special numbers is recognized on the date of
activation.

Equipment revenue Group recognizes revenue when the control of the device is transferred to the

customer. This usually occurs at the contract inception when the customer takes the

possession of the device.

International Revenue Revenue is recognized over the period when services are provided to the customers.

Principal versus agent presentation

When the Group sells goods or services as a principal, revenue and related cost is reported on a gross basis in revenue
and operating costs. If the Group sells goods or services as an agent, revenue and related cost are recorded in revenue
on a net basis, representing the margin earned.

Whether the Group is considered to be the principal or an agent in the transaction depends on analysis by management
of both the legal form and substance of the agreement between the Group and its business partners; such judgments
impact the amount of reported revenue and operating expenses but do not impact reported assets, liabilities or cash
flows.

Transaction price allocated to the remaining performance obligations

The Group applies the practical expedient in para 121 of IFRS - 15 and does not disclose information about the
remaining performance obligations that have original expected duration of one year or less.

Constraining of transaction price under pre-paid customer contracts

5.28

The Group constrains the unused subscriber resources to the historic pattern of usage for calculation of the unsatisfied
performance obligations as at the reporting date. The Group does not expect adjustment to the amount of revenue
recognized based on such constraining of resources.

(b) Contract liabilities

A contract liability is the obligation of the Group to transfer goods or services to a customer for which the Group has
received consideration or an amount of consideration is due from the customer. If a customer pays consideration before
the Group transfers goods or services to the customer, a contract liability is recognized when the payment is made or
the payment is due (whichever is earlier). Contract liabilities are recognized as revenue when the Group performs its

performance obligations under the contract.
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5.28

5.28

5.28

service is performed. 5.34 Subordinated debt
(i) Fee, commission and brokerage income Subordinated loans are initially recorded at the amount of proceeds received. Mark-up accrued on subordinated loans
is recognized as part of other liabilities and is charged to the consolidated statement of profit and loss over the period
Fee, commission and brokerage income are recognized as services are performed. on an accrual basis.
5.29 Income on bank deposits 5.35 Operating segments
Return on bank deposits is recognized using the effective interest method. Operating segments are reported in a manner consistent with the internal reporting of the Group in note 50 to the
consolidated financial statements.
5.30 Income on inter bank deposits
6. Share capital
Income frpm_inter bank deposits in saving accounts are recognized in the consolidated statement of profit or loss using
the effective interest method. 6.1 Authorized share capital
5.31 Income from investment
2022 2021 2022 2021
Mark-up / return on investments is recognized on time proportion basis using effective interest method. Where debt (Number of shares '000) Rs '000 Rs '000
securitlies are purchased at premium or discount_, _the related premiu_ms or Qisqounts are am_ortized through the
' 3,900,000 3,900,000 "B" class ordinary shares of Rs 10 each 39,000,000 39,000,000
5.32 Dividend income 15,000,000 15,000,000 150,000,000 150,000,000
Dividend income is recognized when the right to receive payment is established. 6.2  lIssued, subscribed and paid up capital ~ "A" class ordinary shares of Rs 10 each
. issued as fully paid for consideration other
5.33 Taxation 2022 2021 than cash- note 6.3 and note 6.5. 2022 2021
The tax expense for the year comprises of current and deferred income tax, and is recognized in income for the year, (Number of shares '000) Rs '000 Rs '000
except to the extent that it relates to items recognized directly in the consolidated statement of comprehensive income,
in which case the related tax is also recognized in the consolidated statement of comprehensive income. 3,774,000 3,774,000 'B" class ordinary shares of Rs 10 each 37,740,000 37,740,000
(a) Current issued as fully paid for consideration other
1,326,000 1,326,000 than cash- note 6.3 and note 6.6. 13,260,000 13,260,000
The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the date of
the consolidated statement of financial position. Management periodically evaluates positions taken in tax returns, with 5,100,000 5,100,000 51,000,000 51,000,000

(c) Contract assets

The contract assets primarily relate to the Group's rights to consideration for postpaid services provided to subscribers
but not billed at the reporting date. The contract assets are transferred to trade debts when the rights become
unconditional.

(d) Contract costs

The Group capitalizes the incremental costs of obtaining and fulfilling a contract, if they are expected to be recovered.
The capitalized cost is amortized over the average customer life and recognized as cost of sales. Applying the practical
expedient of IFRS 15, the Group recognizes the incremental cost of obtaining and fulfilling a contract as expense when
incurred if the amortization period of assets is less than one year.

(e) U Bank revenue recognition
(i) Mark-up /income on loan to banking customers

Mark-up/ income/ return/ service charges on advances is recognized on accrual/ time proportion basis using effective
interest method at the U Bank's prevailing interest rates for the respective loan products. Mark-up/ income on advances
is collected with loan instalments. Due but unpaid service charges/ income are accrued on overdue advances for period
up to 30 days. After 30 days, overdue advances are classified as non-performing and recognition of unpaid service
charges / income ceases. Further accrued mark-up on non-performing advances are reversed and credited to
suspense account. Subsequently, mark-up recoverable on non-performing advances is recognized on a receipt basis
in accordance with the requirements of the Regulations. Application processing fee is recognized as income when

respect to situations in which applicable tax regulation is subject to interpretation, and establishes provisions, where
appropriate, on the basis of amounts expected to be paid to the tax authorities.

(b) Deferred

Deferred income tax is accounted for using the balance sheet liability method in respect of all temporary differences
arising between the carrying amounts of assets and liabilities in the consolidated financial statements and the
corresponding tax bases used in the computation of taxable profit.

Deferred income tax liabilities are recognized for all taxable temporary differences and deferred tax assets are
recognized to the extent that it is probable that taxable profits will be available against which the deductible temporary
differences, unused tax losses and tax credits can be utilized.

Deferred income tax is calculated at the rates that are expected to apply to the year when the differences reverse, and
the tax rates that have been enacted, or substantively enacted, at the date of the consolidated statement of financial
position.

(c) Group taxation

The Group is taxed as a one fiscal unit along with Holding Company and its other wholly owned subsidiaries under
section 59AA to the Income Tax Ordinance, 2001. Current and deferred income taxes are recognized by each entity
within the Group in their respective statement of comprehensive income, regardless of who has the legal rights or
obligation for the recovery or payment of tax from or to the tax authorities. However, tax liability / receivable is shown by
the parent, on submission of annual tax return, who has the legal obligation to pay or right of recovery of tax from the
taxation authorities. Balances between the group entities on account of group tax are shown as other receivables /
liabilities by the respective group entities.

6.3 These shares were initially issued to the Government of Pakistan, in consideration for the assets and liabilities
transferred from Pakistan Telecommunication Corporation (PTC) to the Holding Company, under the Pakistan

Telecommunication (Re-organization) Act, 1996, as referred to in note 1.1.
@ptel e

W0177 ANNUAL REPORT 2022 @pt@l



NOTES TO AND FORMING PART OF THE
CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2022

NOTES TO AND FORMING PART OF THE
CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2022

7. Long term loans from banks
6.4 Except for voting rights, the "A" and "B" class ordinary shares rank pari passu in all respects. "A" class ordinary shares
carry one vote and "B" class ordinary shares carry four votes, for the purposes of election of directors. "A" class ordinary 71
shares cannot be converted into "B" class ordinary shares; however, "B" class ordinary shares may be converted into "A"
class ordinary shares, at the option, exercisable in writing and submitted to the Holding Company, by the holders of three
fourths of the "B" class ordinary shares. In the event of termination of the license issued to the Holding Company, under

Borrowings from Banks

These represent secured loans from the following banks:

the provisions of Pakistan Telecommunication (Re-organization) Act, 1996, the "B" class ordinary shares shall be Repayment .
. ) WA . Annual mark-up Repayment Outstanding loan
automatically converted into "A" class ordinary shares. rate Commzr:t:gmem installments balance
6.5  The Government of Pakistan, through an "Offer for Sale" document, dated July 30, 1994, issued to its domestic investors, 3-Months KIBOR 2022 2021
a first tranche of vouchers exchangeable for "A" class ordinary shares of the Holding Company. Subsequently, through plus Interest Principal Quarterly Note Rs ‘000 Rs ‘000
an Information Memorandum dated September 16, 1994, a second tranche of vouchers was issued to international
investors, also exchangeable, at the option of the voucher holders, for "A" class ordinary shares or Global Depository MCB Bank Limited 0.25% Jul. 2014 Jul. 2018 12 - 666,667
Receipts (GDRs) representing "A" class ordinary shares of the Holding Company. Out of 3,774,000 thousand "A" class Faysal Bank Limited 0.25% Jul. 2014 Jul. 2018 12 - 333,333
ordinary shares, vouchers against 601,084 thousand "A" class ordinary shares were issued to the general public. Till Bank Al-Habib Limited 0.25% Jul. 2014 Jul. 2018 12 - 166,667
December 31, 2022, 599,582 thousand (December 31, 2021: 599,568 thousand) "A" class ordinary shares had been Bank Alfalah Limited 0.25% Jul. 2014 Jul. 2018 12 - 166,667
exchanged for such vouchers. Allied Bank Limited 0.25% Mar. 2015 Mar. 2019 12 - 666,667
United Bank Limited 0.25% Mar. 2015 Mar. 2019 12 - 333,333
6.6 In pursuance of the privatization of the Holding Company, a bid was held by the Government of Pakistan on June 08, Meezan Bank Limited 0.25% Aug. 2015 Aug. 2019 12 333,333 1,000,000
2005 for sale of "B" class ordinary shares of Rs 10 each, conferring management control. Emirates Telecommunication Habib Bank Limited - Islamic Banking 0.25% Sep. 2015 Sep. 2019 12 333,333 1,000,000
Corporation (Etisalat), UAE was the successful bidder. The 26% (1,326,000,000 shares) "B" class ordinary shares, along Dubai Islamic Bank Limited 0.25% Oct. 2015 Oct. 2019 12 250,000 583,333
with management control, were transferred with effect from April 12, 2006, to Etisalat International Pakistan (EIP), UAE, Habib Bank Limited - Islamic Banking 0.25% Mar. 2016 Mar. 2020 12 333,333 666,667
which, is a subsidiary of Etisalat. United Bank Limited 0.25% May 2016 May 2020 12 833,333 1,500,000
Allied Bank Limited 0.25% May 2016 May 2020 12 1,250,000 2,250,000
MCB Bank Limited 0.24% Mar. 2018 Mar. 2022 12 900,000 1,000,000
MCB Bank Limited 0.24% Mar. 2018 Mar. 2022 12 766,667 1,500,000
United Bank Limited 0.25% Jul. 2014 Jul. 2018 12 - 166,667
MCB Bank Limited 0.25% Apr. 2019 Apr. 2023 12 2,000,000 2,000,000
Banklslami Pakistan Limited 0.50% Mar. 2020 Mar. 2024 12 1,000,000 1,000,000
Askari Bank Limited 0.60% Mar. 2020 Mar. 2024 12 2,000,000 2,000,000
MCB Bank Limited 0.50% Sep. 2020 Sep. 2024 12 3,000,000 3,000,000
Meezan Bank Limited 0.50% Sep. 2020 Sep. 2024 12 2,000,000 2,000,000
Meezan Bank Limited 0.50% Mar. 2021 Mar. 2025 12 1,500,000 1,500,000
Faysal Bank Limited 0.50% Mar. 2021 Mar. 2025 12 1,000,000 1,000,000
MCB Islamic Bank Limited 0.50% Mar. 2021 Mar. 2025 12 500,000 500,000
Syndicate loan MCB 0.55% Sep. 2021 Feb. 2026 6 711 21,000,000 21,000,000
Faysal Bank Limited 0.60% Apr. 2021 Jul. 2025 12 4,000,000 4,000,000
Meezan Bank Loan-4B 0.50% Aug. 2022 Nov. 2026 12 4,000,000 -
Askari Bank 2B 0.60% Oct. 2022 Jan 2027 12 2,000,000 -
Bank Alfalah Limited 0.60% Dec 2022 Mar 2027 12 2,000,000 -
United Bank Limited -0.10% Dec 2022 Mar 2023 1 712 2,000,000 -
Less: Transaction cost (136,875) -
713 52,863,124 50,000,001
Loan under SBP refinance scheme
Bank Al Falah Limited - 1 2.00% Flat Jul. 2020 Jan. 2021 8 714 - 252,375
Bank Al Falah Limited - 2 1.25% Flat Oct. 2020 Jan. 2021 8 71.4 - 243,411
- 495,786
52,863,124 50,495,787
6-Months KIBOR plus Semi-annual
Faysal Bank Limited - | 1.00% Aug. 2018 Aug. 2019 6 715 - 166,667
Faysal Bank Limited - Il 0.75% Jun. 2019 Jun. 2020 6 71.6 - 333,333
Allied Bank Limited - 11 0.95% Jun. 2019 Jun. 2020 6 717 - 1,333,333
State Bank of Pakistan -1.00% Jun. 2019 Jun. 2024 4 718 945,294 1,500,000
Bank Alfalah - PPTFC 1.35% Jun. 2021 Dec. 2022 6 719 3,287,195 3,500,000
Bank of Punjab 0.95% Jun. 2021 Jun. 2022 7 7.1.10 508,591 600,000
Allied Bank Limited - 11l 1.25% Nov. 2021 May. 2023 6 7411 2,442,825 2,250,000
Pakistan Kuwait Investment Company 1.10% Dec. 2021 Jun. 2022 4 7112 397,270 750,000
(Private) Limited
Allied Bank Limited - IV 0.95% Dec. 2021 Dec. 2022 9 7.1.13 429,154 500,000
UMBL ADT-1 TFCs 3.50% 7.1.14 1,000,000 -
NBP - Term Finance 0.65% Dec. 2023 Jun. 2027 8 7.115 1,495,131 -
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Outstanding | 7.1.8 This represent term finance loan of Rs 1,500,000 thousand for a tenure of five years. Mark-up is payable on every half-year
g loan . ) o . A .
Repayment Repayment balance end i.e. June 30th and December 31st, while payment of principal will be made in the last four quarters of the loan period
Mark-up rate commencement date instaliments i 2001 or in bullet form. The Iqan is provided against the following target stated by SBP:
O,
Interest Principal Note Rs ‘000 Rs ‘000 - the loan should be disbursed to 60% female borrowers
- U Bank should disburse 25,000 loans; and

Pakistan Mortgage Refinance Company 1 year PKRV Aug. 2021 Aug. 2022 Bullet 7.1.16 - 500,000 - &ll loans disbursed should meet the E&S guidline issued by SBF.
Pakistan Mortgage Refinance Company - Il | 1 year KIBOR-1 Spread | Dec. 2021 Mar. 2023 8 Quarterly | 7.1.17 432,040 500,000 7.1.9 This represents privately placed term finance certificates (TFCs) of Rs 3,500,000 thousand distributed in 35,000 TFCs of Rs.
United Bank Limited 1 month KIBOR+0.85% | Dec. 2021 Jun. 2022 6 Semi-annual | 7.1.18 339,067 475,000 100,000 each. The Issue amount will be utilized to enhance the advances portfolio of U Bank. Half of the issue amount is
MCB Bank Limited 3 months KIBOR+0.75% | Dec. 2021 Mar. 2023 12 Quarterly | 7.1.19 351,093 500,000 secured against 1st pari passu charge on the book debts, advances and receivables with 25% margin remaining half is
Meezan Bank - Bi Maujal 12 months KIBOR+0.15% | Dec. 2023 Dec. 2023 Yearly 7.1.20 995,932 - secured against charge / lien on government securities. The rating of these certificates issued by PACRA is AA- with stable
UMBL - MCB - STFWC 1 month KIBOR+0.05% | Mar. 2023 Mar. 2023 1 Quarterly | 7.1.21 10,002,488 outlook. These TFCs shall be inducted in CDS and the laws and regulation relating to the CDS with respect to the term
MCB - STFWC-2 1 month KIBOR Mar. 2023 Mar. 2023 1 Quarterly | 7.1.22 20,001,165 finance certificates will be applicable to the TFCs.
Meezan Bank - Bi Maujal KIBOR+0.15% Mar. 2023 Mar. 2023 1 Quarterly | 7.1.23 1,990,109 - ) ) . ) o . . .
Meezan Bank - Bi Mauial KIBOR+0.05% Aug. 2023 | Aug. 2023 3Quarterly | 7.1.24 2,997 528 ] 7.1.10 This represents term finance facility through U Bank of Punjab of Rs 600,000 thousand. This is secured against first pari
Call Borrowing - ZTBL 16.75% Jan. 2023 Jan. 2023 1monthly | 7.1.25 1,000,000 passu charge over all present and futgre assets (Qxcludmg land and building), book debts, advances microcredit
Accrued Interest 971,043 . receivables and investments of U Bank with 25% margin. The loan was drawn on 30 June 2021.

e Es e 12,908,333 7.1.11 This represent syndicated Term Finance facility with Allied Bank Limted. This is secured against first pari-passu charge on

3-Months KIBOR plus Bi-Annual all present and future assets of the borrower with the margin of 25%.The loan was drawn on 26 November 2021.

MCB Bank Ltd 0.30% Sep. 2022 Dec. 2026 6 7.1.26 11,000,000
Habib Bank Ltd 0.40% Dec. 2022 Jun. 2027 6 7107 11,500,000 7.1.12 This represent utilised amount of term finance facility of Rs 750,000 thousand from Pakistan Kuwait Investment Company
Accrued Interest 68,386 (Private) Limit.ed. (PK!C or Ie_mder). This is. sepured against first pari passu charge on alllpresent and future assets (excluding
Less: Transaction cost (120,019) land and building) including but not limited to book debts, advances, microcredits, bills, cash and bank balances,

22,448,367 - investments etc with 25% margin. The loan was drawn on 2 December 2021.

s 95404120 7.1.13 This represent Housing Loan of Rs 500,000 thousand from Allied Bank Limited. This is secured against first pari passu
Current portion of long term loans from banks SR (11,162,076) hypothecated charge on all present and future assets (excluding land and building) of U Bank inclusive of 25% margin. The

78,260,607 52,242,044 loan was drawn on 17 December 2021.

7.1.14 This represents term finance certificates (TFCs) of Rs 1,000,000 thousand distributed in 10,000 TFCs of Rs 100 thousand
each. The Issue amount will be utilized to contribute towards Ubank's Additional Tier-1 capital. The facility tenure is
perpetual. Profit will be payable semi-annualy in arrears on non-comulative on the outstanding Issue. Amount basis shall
continue till the maturity of the instrument. The first such profit payment will fall due six months from the issue of the date and
subsequently every six months. The rating of these certificates issued by PACRA is A-. These TFCs shall be inducted in CDS
and the laws and regulation relating to the CDS with respect to the term finance certificates will be applicable to the TFCs.

7.1.1 PTML entered into an arrangement with MCB Bank Limited for syndicated term finance facility. The facility is secured
against hypothecation over fixed and current assest (excluding land, building and cellular licenses) and corporate
guarantee of the Holding Company amounting to Rs 21,000,000 thousand.

7.1.2 It represents bridge financing facility availed from United Bank Limited amounting to Rs. 2,000,000 thousand (December
31, 2021: Nil). This facility is secured by first ranking pari passu charge by way of hypothecation over all present and future

assets of PTML, excluding land, building and licenses with 25% margin. 7.1.15 This represents Term finance facility of Rs 1,495,131 thousand from National bank of Pakistan. This is secured against First

pari-passu hypothecation charge over all present and future assets (excluding land & building) of U bank including but not
limited to advances, mircocredit receivables and investment beyond CRR and SLR requirement of the company with 25%

7.1.3 These loans are secured by way of first charge ranking pari passu by way of hypothecation over all present and future margin.

movable equipment and other assets (excluding land, building and licenses) of PTML. Three months KIBOR stands at 17%
at December 31, 2022 (December 31, 2021: 10.54%). These loans also require the PTML to comply with the financial 7.1.16 This represent Housing Loan from Pakistan Mortgage Refinance Company Limited carrying markup at the rate of 1 year
covenants and other operational requirements. PKRV. This is secured against first pari-passu charge on all present and future assets of the borrower with the margin of
25%. The loan amounting to Rs.300,000 thousand was drawn on 27 August 2021 and Rs.200,000 thousand
7.1.4 These represent long term loans availed under State Bank of Pakistan (SBP) Refinance Scheme for payment of wages and 30 September 2021.
salaries to the employees of PTML. PTML received the loan on below-market rate therefore recognized the deferred grant
on the statement of financial position as the difference between the actual loan proceed and the present value of the loan 7.1.17 This represent Housing Loan of Rs. 500,000 thousand from Pakistan Mortgage Refinance Company Limited. This is secured
proceed received, discounted using the prevailing market rate of interest. against first pari-passu charge on all present and future assets of U Bank. The loan was drawn on 30 December 2021
2022 2021
Note Rs '000 Rs '000 7.1.18 This represent Housing Loan of Rs 475,000 thousand from United Bank Limited. This is secured against first pari passu
hypothecated charge on all present and future assets inclusive of 25% margin. The loan was drawn on 29 December 2021.

Loan proceed received 1,037,934 1,037,934

Re-payments (1,037,934) (518,967) 7.1.19 This represent Housing Loan of Rs 500,000 thousand from MCB Bank Limited. This is secured against first pari passu
Deferred government grants 13 = (23,181) amounting to Rs.667,000 thousand charge on all present and future assets (excluding land and building) but not limited to
Fair value of loan proceeds - 495,786 advances / microcredit receivables and investments (excluding CRR and SLR requirements, any lien over cash / TDR). The
loan was drawn on 31 December 2021.
7.1.5 This represent term finance loan of Rs 1,000,000 thousand which is secured against first pari passu charge over book 7.1.20 This represents Bi Mawajjal of Rs 995,932 thousand from Meezan Bank Ltd to finance the lending operations of Islamic

debts, advances and receivable of U Bank with 25% margin and Microfinance Credit Guarantee Facility (MCGF) from State

r Microfinance Division of U Microfinance Bank Ltd by utilizing the short-term facility to setup, establish and develop loan
Bank of Pakistan at 25%.

portfolio. This is secured against Government security amounting to Rs. 1,100,000 thousand charge. The loan was drawn
on 22 June 2022.
7.1.6 This represent term finance loan of Rs 1,000,000 thousand which is secured against first pari passu charge over book
debts, advances and receivables of U Bank for Rs 1,333 thousand (25% margin). Initial disbursement on ranking charge 7.1.21 This represents loan of Rs 10,000,000 thousand from MCB Bank Ltd to finance the working capital requirements including
was upgraded to first pari passu from December 21, 2018. for expansion of U Bank's advances portfolio. This loan is secured with 10% margin on latest NAV. The principle amount of
. ) - . ) . ) o ) facility is repayable on maturity and mark-up repayments fall due at the time of adjustment of each tranche / maturity.
7.1.7 This represents term finance facility under syndicate financing through Allied Bank Limited of Rs 4,000,000 thousand which
is secured against first pari passu charge over all present and future assets excluding land and building of U Bank but not 7.1.22 This represents loan of Rs 20,000,000 thousand from MCB Bank Ltd This facility is secured against Pakistan investment
limited to advances and investments beyond CRR and SLR requirements of U Bank with 25% margin. Disbursement was bond / treasury bills to be kept in IPS account maintained with MCB at the rate of 5% margin.The principle amount of facility

initially made against a ranking charge which was upgraded to first pari passu with in 120 days of first disbursement. is repayable on maturity and mark-up repayments fall due at the time of adjustment of each tranche/maturity.
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7.1.23 This represents Bai Mawajjal of Rs 1,990,109 thousand from Meezan Bank Ltd to finance the lending operations of Islamic

Microfinance Division of U Bank. This loan is secured against the investment in Pakisatan Investment Bonds maintained with
third party banks investor portfolio with 5% margin.

7.1.24 This represents Bai Maujjal facility of Rs 2,997,528 thousand from Meezan bank limited to finance the lending operations of

Islamic Microfinance Bank. This is secured against over the principle value of Pakistan investment Bond's or treasury bills in
3rd party IPS account of UMBL maintained with ABL or Pak Brunei investment CO Ltd at the rate of 5% margin and / or lien
over GOP ijarah sukuk in the IPS account of UMBL maintained with MBL with nil margin .

7.1.25 This represents Call Borrowing from Zarai Taragiati Bank Limited at the rate of 16.75% amounting to Rs 1,000,000 thousand

with maturity date of 06 January 2023.

7.1.26 The Holding Company has entered into a syndicate term finance agreement dated 16 June 2022. The finance facility is

secured by creating a charge by way of hypothecation over the Hypothecated Assets in favour of the MCB Bank Limited -
Security Agent, which shall constitute a first charge in favour of MCB Bank Limited - Security Agent (for the benefit of the
Syndicate).

7.1.27 The Holding Company has entered into a syndicate term finance agreement dated 29 December 2022. The finance facility is

secured by creating a charge by way of hypothecation over the Hypothecated Assets in favour of the HBL Bank Limited -
Security Agent, which shall constitute a first charge in favour of HBL Bank Limited - Security Agent (for the benefit of the
Syndicate).

- Pak Oman Investment Bank at the rate of 16.9% amounting to Rs 1,460,000 thousand with maturity date of 06 January 2023.
- Pak Oman Investment Bank at the rate of 16.9% amounting to Rs. 1,460,000 thousand with maturity date of 06 January 2023.

- Zarai Taragiati Bank Limited at the rate of 16.40% amounting to Rs 1,980,000 thousand with maturity date of 06 January 2023..
- Zarai Taragiati Bank Limited at the rate of 16.40% amounting to Rs. 1,980,000 thousand with maturity date of 06 January 2023.

- CDC ABL Income Fund at the rate of 16.40% amounting to Rs. 1,470,000 thousand with maturity date of 18 January 2023.
- CDC ABL Income Fund at the rate of 16.40% amounting to Rs. 1,470,000 thousand with maturity date of 18 January 2023.
- CDC ABL Income Fund at the rate of 16.40% amounting to Rs 195,680 thousand with maturity date of 18 January 2023.

- Bank of Punjab at the rate of 16.40% amounting to Rs 1,930,000 thousand with maturity date of 06 Jan 2023.

- Bank of Punjab at the rate of 16.40% amounting to Rs 978,800 thousand with maturity date of 06 Jan 2023.

- Bank of Punjab at the rate of 16.40% amounting to Rs 1,930,000 thousand with maturity date of 06 Jan 2023.

- Bank of Punjab at the rate of 16.50% amounting to Rs 1,980,000 thousand with maturity date of 03 Jan 2023.

- Bank of Punjab at the rate of 16.50% amounting to Rs 1,980,000 thousand with maturity date of 03 Jan 2023.

- Bank of Punjab at the rate of 16.50% amounting to Rs 992,953 thousand with maturity date of 03 Jan 2023.

- Bank of Punjab at the rate of 16.40% amounting to Rs 1,910,000 thousand with maturity date of 03 Jan 2023.

- Bank of Punjab at the rate of 16.40% amounting to Rs. 1,910,000 thousand with maturity date of 03 Jan 2023.

- Bank of Punjab at the rate of 16.40% amounting to Rs. 1,910,000 thousand with maturity date of 03 Jan 2023.

- Bank of Punjab at the rate of 16.40% amounting to Rs 994,500 thousand with maturity date of 03 Jan 2023.

- Khushali Bank Limited at the rate of 16.50% amounting to Rs 1,990,000 thousand with maturity date of 03 Jan 2023.

- Khushali Bank Limited at the rate of 16.50% amounting to Rs 497,250 thousand with maturity date of 03 Jan 2023.

- Habib Metro Bank Limited at the rate of 16.20% amounting to Rs 497,250 thousand with maturity date of 06 Jan 2023.

7.2 Repo borrowings
This represents Repo Borrowing from:
8 Subordinated debt

This represents term finance certificates (TFCs) of Rs 600,000 thousand distributed in 120 thousand TFCs of Rs 5
thousand each issued as subordinated loan in June 2017. The loan is availed as TIER-II subordinated debt for inclusion
in U Bank's Supplementary Capital. The facility tenure is 7 years and is priced at 6-months KIBOR plus 3.50% (2021:
6-months KIBOR plus 3.50%). The instrument is structured to redeem 0.02% of principal, semi-annually, over the first 60
months and remaining principal of 24.95% each of the issue amount respectively, in four equal instalments starting from
66th month. The TFCs are subordinated as to the payment of principal and profit to all other indebtedness of the U Bank.
The rating of these certificates issued by JCR-VIS credit rating company is A- with a stable outlook.

NOTES TO AND FORMING PART OF THE

CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2022

2022 2021
Rs '000 Rs '000
9.  Deposits from banking customers Note Conventional Islamic Total Total
Fixed deposits 26,708,855 76,903 26,785,758 || 20,280,327
Saving deposits 55,982,555 3,222,331 59,204,886 || 30,648,858
Current deposits 5,678,274 514,172 6,192,446 3,827,288
9.1 88,369,684 3,813,406 92,183,090 54,756,473
Current portion (90,910,070) (53,432,764)
1,273,020 1,323,709
. . . 2022 2021
9.1 These include amounts due from the following related parties: Rs ‘000 Rs ‘000
PTCL GP Fund 5,490,768 204,103,259
Pakistan Telecommunication Employee Trust (PTET) 37,572,083 119,493,199
43,062,851 323,596,458
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10.Lease liabilities 2022 2021
Note Rs '000 Rs '000
Lease commitments
- Not later than one year 5,689,150 4,950,743
- Later than one year and not later than five years 15,381,997 || 15,439,156
- Later than five years 2,505,163 3,735,787
Total undiscounted lease commitments 23,576,310 24,125,686
Discounted lease liabilities using the incremental borrowing rate 17,918,268 || 18,256,320
Current portion shown under current liabilities (4,476,012) || (3,377,198)
Due after 12 months 13,442,256 14,879,122
11. Deferred income tax
Deferred tax (asset) / liability relating to:
Accelerated tax depreciation 7,137,875 9,775,290
Accelerated tax amortization 773,505 3,152,602
Provision for stock in trade, stores and spares (426,495) (504,954)
Impairment loss on trade debts (4,129,048) (2,677,403)
Right of use assets / lease liabilities (612,034) (531,739)
Contract costs 1,008,095 588,861
Liabilities claimable on payment (6,176,794) (4,156,283)
Tax losses (4,167,243) (3,121,534)
Others (1,309,337) (24,865)
(7,901,476) 2,499,975
Movement during the year
Balance at the beginning of the year 2,499,975 6,093,589
Reversal) / Charge for the year in respect of:
Accelerated tax depreciation 39 (2,637,415) || (2,803,095)
Accelerated tax amortization (2,379,097) 999,142
Provision for stock in trade, stores and spares 78,459 26,530
Impairment loss on trade debts (1,023,529) (29,273)
Right of use assets / lease liabilities (80,295) (247,281)
Contract costs 419,234 71,631
Liabilities claimable on payment (2,020,511) || (2,877,080)
Tax losses (2,913,049) (882,047)
Others (10,964) 85,289
(10,567,167) (5,156,184)
Transferred to income tax recoverable on account of group taxation 1,867,340 1,616,223
Tax reversal in OCI (33,422) (53,653)
Recognized in retained earnings on change in accounting policy (1,668,202) -
Balance at the end of the year (7,901,476) 2,499,975
12. Employees retirement benefits
Liabilities for pension obligations
Unfunded - PTCL 121 9,862,468 8,633,593
9,862,468 8,633,593
Gratuity funded - PTCL, PTML and U Bank 12. 152,798 340,922
Accumulated compensated absences - PTCL 12. 1,954,579 1,982,538
Post retirement medical facility - PTCL 12. 13,238,012 12,144,429
Benevolent grants - PTCL 12. 4,153,071 3,995,703
29,360,928 27,097,185
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NOTES TO AND FORMING PART OF THE
CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2022

12.6 The expected contributions in the next financial year to the funded gratuity plan by the Group is Rs 273,395 thousand.

12.7 Sensitivity analysis

12.8
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The calculations of the defined benefit obligations are sensitive to the significant actuarial assumptions set out in note
12.1 (d). The table below summarizes how the defined benefit obligations at the end of the reporting period would have
increased / (decreased) as a result of change in the respective assumptions.

Impact on defined benefit obligation

1% decrease
in assumption

1% increase
in assumption

Rs '000 Rs '000

Future salary / medical cost

Pension - funded 8,118,459 (7,646,335)

Pension - unfunded 1,031,966 (934,104)

Gratuity - funded 469,855 (407,089)

Accumulated compensated absences - unfunded 161,760 (149,013)

Post-retirement medical facility - unfunded 2,131,098 (1,835,457)
Discount rate

Pension - funded (16,010,227) 18,217,666

Pension - unfunded (1,367,541) 1,587,411

Gratuity - funded (408,204) 468,882

Accumulated compensated absences - unfunded (149,035) 161,708

Post-retirement medical facility - unfunded (1,835,597) 2,130,720

Benevolent grants - unfunded (575,869) 668,456
Future pension

Pension - funded 18,221,355 (16,008,803)

NOTES TO AND FORMING PART OF THE

CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2022

Pension - unfunded 1,474,324 (1,282,4806)
Benevolent grants
Benevolent grants - unfunded 668,575 (575,825)
Expected mortality rates Increase by Decrease by
1 year 1 year
Rs '000 Rs '000
Pension - funded (3,029,357) 3,011,111
Pension - unfunded (127,069) 123,658
Gratuity - funded (30,087) 29,270
Accumulated compensated absences - unfunded (24,276) 33,377
Post-retirement medical facility - unfunded (367,921) 369,327
Benevolent grants - unfunded (115,427) 115,865

The above sensitivity analysis is based on changes in assumptions while holding all other assumptions constant. In
practice, this is unlikely to occur and changes in some of the assumptions may be correlated. When calculating the
sensitivity of defined benefit obligations to significant actuarial assumptions, the same method (present value of the
defined benefit obligation calculated with the projected unit credit method at the end of the reporting period) has been
applied when calculating the pension liability recognized within the consolidated statement of financial position.

Through its defined benefit pension plans, the Group is exposed to a number of actuarial and investment risks, the most
significant of which include, interest rate risk, property market risk, longevity risk for pension plan and salary increase
risk for all the plans.

2022 2021
Note Rs '000 Rs '000
13.  Deferred government grants
USF Government grants 13.1 29,362,359 20,353,967
Government grant under SBP refinance scheme 71.4 - 23,181
29,362,359 20,377,148
13.1. Balance at beginning of the year 20,353,967 18,139,023
Received during the year 11,511,935 5,172,718
31,865,902 23,311,741
Income recognized during the year 40 (2,503,543) (2,957,774)
Balance at end of the year 29,362,359 20,353,967
This represents grants received from the Universal Service Fund, as assistance towards the development of
telecommunication infrastructure in rural areas, comprising telecom infrastructure projects for basic telecom access,
transmission and broadband services spread across the country.
2022 2021
Note Rs '000 Rs '000
14. License Fee Payable
Interest bearing 141 12,634,844 24,854,533
Non interest bearing 14.2 1,134,575 962,237
13,769,419 25,816,770
Current portion (164,459) (4,809,781)
13,604,960 21,006,989
14.1  Interest bearing
Gross amount payable 14.3 12,634,844 24,854,533
Current portion - (4,769,505)
12,634,844 20,085,028
14.2 Non Interest bearing
Gross amount payable 14.4 1,480,127 1,308,983
Imputed deferred interest (345,552) (346,746)
Present value of obligation 1,134,575 962,237
Current portion (164,459) (40,276)
970,116 921,961
14.3 Interest bearing License includes acquisition of 4G license throughout Pakistan excluding Azad Jammu & Kashmir
(AJK) and Gilgit-Baltistan (GB) in September 2021 at a fee of USD 279 million. 50% of the license fee had been paid at
the time of acquisition of license. During the year, PTML has paid 3 installments including 2 prepayments and the
remaining amount will be paid in 2 equal installments along with interest @ LIBOR + 3% per annum, due on September
15th each year, in US dollar or equivalent Pak Rupee.
14.4 (i) Non-Interest bearing includes renewal of 2G license for operations in AJK and GB in June 2021 at a fee of USD 13,500

thousand. 50% of the license fee had been paid at the time of acquisition of license and the remaining 50% of the
amount is to be paid in 10 equal annual installments on June 24th each year in US Dollars or equivalent Pak Rupees.
Accordingly, at initial recognition, the aggregate amount payable is discounted to the present value of future cash flows
at the rate of 6% per annum.

(ii) Non-Interest bearing also includes acquisition of 4G license for operations in AJK and GB in October 2021 at a fee
of USD 1,026 thousand. 50% of the license fee has been paid at the time of acquisition of license and the remaining 50%
of the amount is to be paid in 10 equal annual installments on October 11th each year in US Dollars or equivalent Pak
Rupees. Accordingly, at initial recognition, the aggregate amount payable is discounted to the present value of future
cash flows at the rate of 6% per annum.
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15.  Long term vendor liability
This represents amount payable to a vendor in respect of procurement of network and allied assets which comprises:
2022 2021
Note Rs '000 Rs '000
Obligation under acceptance of bills of exchange 15.1 53,361,922 42,137,440
Other accrued liabilities 6,473,396 3,849,940
59,835,318 45,987,380
Current portion (15,915,561) (10,386,943)
43,919,757 35,600,437
15.1  These include liability of Rs. 18,358,897 thousand (December 31, 2021: Rs 15,544,513 thousand) carrying interest in the
range of 7.35% to 16.08% per annum (December 31, 2021: 6.94% to 10.16% per annum).
2022 2021
Note Rs '000 Rs '000
16.  Trade and other payables
Trade creditors 19,612,606 13,659,146
Accrued and other liabilities 16.1 44,734,225 40,304,005
Technical services assistance fee 16.2 35,656,357 30,644,507
Advances from customers / contract liability 11,798,257 10,558,009
Retention money / payable to contractors and suppliers 7,666,471 6,666,995
Income tax collected from subscribers / deducted at source 1,070,965 636,931
Sales tax payable 2,002,938 1,514,362
16.3 122,541,819 103,983,955
16.1  Accrued and other liabilities comprise:
Accrued liability for operational expenses 14,273,957 12,034,850
Amount withheld on account of provincial levies (sub judice)
for ICH operations 16.1.1 12,110,803 12,110,803
Accrual for Government / regulatory expenses 14,093,258 12,481,453
Accrued wages 2,683,288 2,628,658
Others 1,572,919 1,048,241
44,734,225 40,304,005
16.1.1 This represents International Clearing House (ICH) revenue which were shared between Holding Company and other
Long Distance and International (LDI) operators in the ratio of 50:50. Therefore, out of this, 50% of the amount represents
revenue not recognized by Holding Company. As the ICH operator, the Holding Company challenged the imposition of
sales tax on ICH revenue and the matter is subjudice in different courts of law, therefore the relevant share of the ICH
partners is being held by Holding Company till the finalization of the subject cases.
16.2 Liability has not been settled since State Bank of Pakistan has not yet acknowledged the extension of Technical Services
Assistance (TSA) Agreement. 2022 2021
Rs '000 Rs '000
16.3 Trade and other payables include payable to the following related parties:
Etisalat - UAE 2,286,895 1,459,420
Etisalat's subsidiaries and associates 175,431 105,143
Emirates data clearing house 19,162 9,013
Telecom Foundation 3,411 63,995
TF Pipes Limited 4,430 4,630
GoP related entities 1,732,806 1,464,680
PTCL Employees GPF Trust 38,606 5,541
Retention money / payable to contractors and suppliers
TF Pipes Limited 2,940 3,055
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These balances relate to the normal course of business and are interest free.
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17.

Short term running finance

2022 2021
Note Rs '000 Rs '000
PTML 171 3,706,817 1,727,208
U Bank 17.2 36,999,808 6,500,000
PTCL 17.3 92,582 -

40,799,207 8,227,208

17.1

17.2

17.3

18.

Short term running finance facilities available under mark-up arrangements with banks amounting to Rs 4,580,000
thousand (December 31, 2021: Rs 4,580,000 thousand), out of which the amount availed at the year end was Rs
3,212,753 thousand (December 31, 2021: Rs. 1,955,803 thousand). The current balance of Rs 3,706,817 thousand
represents book overdrawn as at December 31, 2022 (December 31, 2021: Rs. 1,727,208 thousand).These facilities
are secured by first ranking pari passu charge by way of hypothecation over all present and future assets of PTML,
excluding land, building and licenses.

This includes running finance facility through:

(i) National Bank of Pakistan Limited of Rs 1,000,000 thousand (December 31,2021: Rs 1,000,000 thousand) carrying
markup of 3-months KIBOR plus 0.75% per annum (December 31, 2021: 3-months KIBOR plus 0.75%). This is
secured against first pari passu charge on all the current and future book debts, advances and receivables of U Bank.

(i) Allied Bank Limited of Rs 500,000 thousand (December 31,2021: 500,000 thousand) at the rate of 3 months KIBOR
+ 0.85% per annum (December 31, 2021: 3 months KIBOR + 0.85%) to be paid on quarterly basis. This running
finance facility is secured against all present and future assets of U Bank excluding land and building with 25 % margin
and is obtained to meet the short term funding requirement and to finance growth in advances.

(iii) Allied Bank Il of Rs 5,000,000 thousand (December 31, 2021: 5,000,000 thousand) carrying markup at the rate of
3 months KIBOR + 0.05% per annum (December 31, 2021: 3 months KIBOR +0.10%) to be paid on quarterly basis in
arrears with the tenure of 12 months. This is secured against ABL asset management units with 10% margin.

(iv) Allied bank Limited of Rs 20,000,000 thousand (December 31, 2021: Nil) carrying markup at the rate of 03-months
KIBOR per annum (2021:Nil). This is secured against Pakistan investment bond / treasury bills to be kept in IPS
account maintained with ABL with 5% margin.

(v) Askari Bank Limited of Rs 10,000,000 thousand (December 31, 2021: Nil) carrying markup of 01-month KIBOR plus
0.01% per annum (2021:Nil). This is secured against Pakistan investment bond / treasury bills / sukuks to be kept in
IPS account maintained with AKBL with 5% margin.The principle is required to be repaid at maturity on demand and
mark up is repayable on quarterly basis.

These facilities are obtained from various commercial banks with an aggregate limit of Rs 7,100,000 thousand (2021:
Nil) and are secured against 1st pari passu charge on present and future current assets and all other movable assets
of the Holding Company. These facilities carry markup rates ranging from 1-month KIBOR to 3-month KIBOR plus 0.2%
to 1.5% (2021: Nil) per annum.

Security deposits 2022 2021
Note Rs '000 Rs '000

Utilizable in business 18.1 726,002 579,573

Others 18.2 805,696 785,307

1,631,698 1,364,880

18.1

18.2

These represent utilizable interest free security deposits received from distributors, franchisees and customers for
services to be provided and are refundable / adjustable on termination of their relationship with the Group. The amount
is being fully utilized for the purpose of Group's business. Amount of these security deposits has been kept in a
separate bank account.

These security deposits are received from customers for services to be provided and are refundable / adjustable on
termination of their relationship with the Group. These are non-interest bearing. The Group has adjusted / paid an
amount of Rs 42 thousand (December 31, 2021: Rs 619 thousand) to its customers during the year against their
balances. Amount of these security deposits has been kept in a separate bank account.
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19.

19.1

19.2

19.3

19.4

19.5

19.6

19.7
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Contingencies and commitments
Contingencies

PTCL

Indirect Taxes

Against the decision of Appellate Tribunal Inland Revenue (ATIR) upholding tax authorities' decision to impose FED
amounting to Rs 365,098 thousand on Technical Services Assistance fee assuming that the fee is against franchise
arrangement for the period from July 2008-09 & 2010-11, the Holding Company has filed reference in the Honorable
Islamabad High Court. Accordingly, the stay order was granted by the Honorable Islamabad High Court. Similarly,
against an order of the Punjab Revenue Authority (PRA) for the services sales tax, a demand of Rs 461,629 thousand
on Technical Services Assistance fee was raised assuming that the fee is against franchise arrangement for the period
from October 2012 to December 2014. The appeal is sub judice before the Commissioner Appeals - PRA, and the
stay order from the Honorable Lahore High Court is also in place against any coercive measures.

Based on an audit of certain monthly returns of FED, a demand of Rs 1,289,957 thousand was raised on the premise
that the Holding Company did not apportion the input tax between allowable and exempt supplies. The Holding
Company is in appeal before ATIR, which is pending adjudication. Meanwhile, the Honorable Islamabad High Court
has granted a stay order in this regard against any coercive measures.

Against the decision of Sindh Revenue Board (SRB) imposing sales tax on services of Rs 4,417,000 thousand and
Khyber Pakhtunkhwa Revenue Authority (KPRA) Rs 2,374,000 thousands on revenues from international incoming
calls from Nov, 2012 to Dec, 2013 & July, 2013 to Dec, 2019 respectively , the appeals are pending adjudication before
the Commissioner Appeals. A stay order has been obtained from Honorable Sindh High Court & Honorable Peshawar
High Court against any coercive action by SRB and KPRA.

The Sindh Revenue Board (SRB) has assessed Sindh sales tax on services amounting to Rs 702,000 thousand on the
premise that the Holding Company did not pay sales tax on invoices issued for services rendered to Cellular Mobile
Operators (CMOs). Department view was not supported by the record and the Holding Company has submitted
detailed evidence to refute the same before the learned Commissioner Appeals, SRB and stay has been granted.
Management and tax advisors believe that this case would be settled in favor of the Holding Company owing to the
evidence on record.

Against the decision of the Customs Appellate Tribunal imposing additional custom duties, a reference as well as writ
petition against the decision is pending before the Honorable Sindh High Court. Further, through the petition filed
before the Honorable Sindh High Court, a stay order has been obtained against order of the Tribunal. The Honorable
Sindh High Court has stayed the recovery of the levies amounting to Rs 932,942 thousand. Further, the Collector of
Customs imposed additional duties, taxes and other charges amounting to Rs 1,685,884 thousand against which the
Holding Company has filed an appeal before the Customs Appellate Tribunal.

Income Tax

For the tax years 2007, 2009, 2010, 2011 to 2021, Taxation Officer disallowed certain expenses, tax credits and levied
short deduction of WHT. The impugned orders were challenged at the relevant appellate forums which allowed partial
relief thereof. After taking into account the orders of CIR (Appeals), ATIR as well as rectification orders tax impact of
the disallowances is Rs 52,523,778 thousand. Appeals on the remaining outstanding items are pending adjudication
before ATIR. Reference in respect of 2007 is subjudice before the Honorable Islamabad High Court. Stay has been
obtained in all cases from different fora.

For the Tax Year 2020, Taxation officer objected to the quarterly advance tax calculation submitted by the Holding
Company based on group taxation and raised demand amounting to Rs 2,855,907 thousand despite that the Holding
Company had filed option for group taxation within prescribed time. The Holding Company obtained stay order from
Honorable Islamabad High Court against any coercive measures. Later, the Securities and Exchange Commission
also issued Group Designation Letter for PTCL Group.

NOTES TO AND FORMING PART OF THE
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Others

19.8 In 2010, Pakistan Telecommunication Employees Trust (“PTET”) board approved the pension increase which was less
than the increase notified by the Government of Pakistan (“GoP”). Thereafter, pensioners filed several Writ Petitions.
After a series of hearings, on June 12, 2015 the Apex Court decided the case in the interest of pensioners. On July 13,
2015, Review Petition was filed in Supreme Court of Pakistan against the Judgment of June 12, 2015.

The Honourable Supreme Court of Pakistan (Apex Court) disposed the Review Petitions filed by the Holding Company,
the Pakistan Telecommunication Employees Trust (PTET) and the Federal Government (collectively, the Review
Petitioners) vide the order dated May 17, 2017. Through the said order, the Apex Court directed the Review Petitioners
to seek remedy under section 12(2) CPC (Civil Procedure Code) which shall be decided by the concerned Court in
accordance with the law, and to pursue all grounds of law and fact in other cases pending before High Courts. The
Review Petitioners have filed the applications under section 12(2) CPC before respective High Courts. However, PTET
has implemented the Apex court decision dated 12 June 2015 to the extent of 343 pensioners who were the petitioners
in the main case. Some of the interveners (pensioners) seeking the same relief as allowed vide order dated June 12,
2015 have been directed by the Apex Court to approach the appropriate forum on May 10, 2018. Islamabad High
Court on 2nd November, 2021, has decided that the GOP increases are not allowed to VSS optees, PTC pensioners
and to the workmen. To the extent of Civil Servants the Islamabad High Court allowed the GOP increase. However, to
the same extent appeal has been filed before Apex court within the limitation. Under the circumstances, management
of the Holding Company, on the basis of legal advice, believes that the Holding Company’s obligations against
benefits is restricted to the extent of pension increases as determined solely by the Board of Trustees of the PTET in
accordance with the Pakistan Telecommunication (Re-Organization) Act, 1996 and the Pension Trust Rules of 2012
and accordingly, no provision has been recognized in these Consolidated financial statements.

19.9 The Holding Company implemented policy directives of Ministry of Information Technology conveyed by the Pakistan
Telecommunication Authority regarding termination of all international incoming calls into Pakistan. On suspension of
these directives by the Honorable Lahore High Court, the Honorable Supreme Court of Pakistan dismissed the
pertinent writ petitions by directing Competition Commission of Pakistan (CCP) to decide the case. The Honorable
Sindh High Court suspended the adverse decision of CCP and the case is pending for adjudication.

19.10 A total of 1,267 cases (December 31, 2021: 1,118) against the Holding Company involving Regulatory, Telecom
Operators, Employees and Subscribers. Because of number of cases and their uncertain nature, it is not possible to
quantify their financial impact. Management and legal advisors of the Holding Company are of the view that the
outcome of these cases is expected to be favorable and liability, if any, arising out on the settlement is not likely to be
material.

PTML
Indirect Taxes

19.11 The Federal Board of Revenue (FBR) has raised multiple tax demands, by assessing Federal Excise Duty (FED) on
PTMLs payments of technical services fee to Etisalat as fee for "Franchise Services", for multiple periods from July

2006 till December 2018. PTML is contesting such assessments and demands before Commissioner Inland Revenue
(Appeals) [CIR-A], Appellate Tribunal Inland Revenue (ATIR) and the Islamabad High Court (IHC).
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19.12

19.13

19.14

19.15

19.16

Management contends that payments of technical services fee are outside the ambit of the Federal Excise Act, 2005
and also lack the “franchiser-franchisee” arrangement, essential for the payments to be considered franchise services
fee. Against the demands created by FBR, PTML has paid Rs 521,579 thousand in prior years under protest, being
carried as receivable from taxation authorities as reflected in these consolidated financial statements. Overall
exposure on this issue is Rs. 2,696,000 thousand (December 31, 2021: Rs. 2,489,000 thousand).

Income Tax

The taxation authorities (FBR) had raised demands aggregating to Rs 1,830,000 thousand for tax years 2008 to 2014,
by disallowing advance income tax paid by PTML on import of telecommunication equipment, on the premise that the
same was final tax and could not be adjusted against normal tax liability. The earliest case was instituted in December
2011. PTML contends that these demands are not based on sound taxation principles: PTML's telecommunication
services have been subject to normal tax since inception and the imported equipment is used in-house for provision
of those services, not sold as commercial imports. On the PTML's tax references filed before the IHC against the
unfavourable order of the ATIR, the IHC remanded the cases back to ATIR for fresh hearing. The tax authorities
responded by filing constitutional petition before the Supreme Court (SC), on which the matter is pending before
Supreme Court of Pakistan.

Since April 2011, PTML is subject to assessments proceedings under Section 122(5A) of the Income Tax Ordinance,
2001 for tax years 2008 to 2018, on account of verification of expenses and tax withholding. The proceedings are
pending before the CIR-A, ATIR and IHC.

Since December 2006, PTML has been contesting various notices and orders in front of the Federal, Provincial and
Azad Jammu and Kashmir Tax Authorities, CIR-A, ATIR and the High Courts in respect of Income Tax, FED and Federal
and Provincial Sales Taxes.

On 30 July 2020, PTA imposed a fine of Rs 50,000 thousand on the PTML on account of suspected grey traffic on their
network and directed it to submit the fine within ten working days of the order. PTML filed appeal before the High Court
of Sindh on 10 August 2020 which suspended the operation of the PTA's determination.

No provision on account of above contingencies has been made in these consolidated financial statements as the
management and the tax / legal advisors of the Group are of the view that these matters will eventually be settled in
favor of the Group.

2022 2021
Note Rs '000 Rs '000
Bank guarantees and bid bonds of Group issued in favour of:
Universal Service Fund (USF) against government grants 20,160,942 18,625,353
Pakistan Telecommunication Authority 3,622,895 2,824,217
Others 19.16.1 2,404,712 3,088,102

26,188,549 24,637,672

Corporate guarantee in favour of PTML 43,800,000 27,991,416

19.16.1 Others includes bank guarantees given on behalf of DVCOM Data (Private) Limited to PTA amounting to Rs 675,000

19.17

19.17.1

thousand (December 31, 2021: Rs. 675,000 thousand).

Commitments 2022 2021
Note Rs '000 Rs '000
Standby letter of guarantee 19.17.2 12,800 10,600
Letter of credit for purchase of stock 721,799 1,083,835
Letters of comfort in favour of PTML 3,500,000 3,500,000
Contracts for capital expenditure 21,979,149 23,706,125

26,213,748 28,300,560

19.17.2 This represents letter of guarantee issued on behalf of U Bank to China Union Pay International Company Limited for
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interbank settlements.
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NOTES TO AND FORMING PART OF THE
CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2022

20.3 As explained in note 1.1, the property and rights vesting in the operating assets, as at January 01, 1996, were
transferred to the Holding Company from the Pakistan Telecommunication Corporation under the Pakistan
Telecommunication (Re-organisation) Act, 1996; however, the possession and control or title to of certain freehold
land properties were not transferred in the name of the Holding Company in the land revenue records,therefore, in
pursuant to the disclosure required under Clause VI Sub clause 12 of Part 2 of the fourth schedule of the

Companies Act 2017,the list of such properties is given below:

Sr.No. Description

Address

The Person in whose
name the property is
registered

Person in
Possession or
control

Reasons for the property or asset not being
in the name of or possession or control of
the Company

(Rupees)

1 Zulfigarabad Telephone
Exchange

2 Gulshan-e-Hadeed
Telephone Exchange

3  Manora Telephone
Exchange

4 Dadu Telecom Building-I

5  Morgah (Mini) Telephone
Exchange

6  Dhanna Singh Wala

7 T&T Land Kashmir/
Egerton Road

8  P&T Colony Multan Road
Lahore

9 Industrial Estate SGD

10 Wireless Receiving
Station, Malir

11 Clifton (Gizri) P&T Colony

12 Kundwal Telephone
Exchange

13 Korangi Plot No. 45, 46
Telephone Exchange

14 Mardan Central
Telephone Exchange

15  Havellian Telephone
Exchange & Staff
Quarters

16 Rana Town Land

17 Maroot (Chak No.
318/HR) Telephone
Exchange

18 Wapda Town Gujranwala |
Telephone Exchange

DSU-1, Pak Steel Link Road, Near Abass
Engineering Co. & Pak suzuki Motors Bin
Qasim, Malir, Karachi East.

Phase-Il, Ghulshan-e-Hadeed, Opposite
Jahangir Hotel, Budh Bazar, Bin Qasim,
Malir, Karachi.

Survey No. 19/B, Near P.N.S Rehber,
Keemari Town, Karachi South

City Survey No. 995,996, 997 etc.
Katchahary Road, Near Mukhtiarkar Office,
Dadu.

Army Housing Scheme, Morgah,
Rawalpindi.

Near Johar Town, Canal Bank, Moza
Dhanna Singh Wala, Lahore

T&T Land Kashmir (Egerton Road), Near
Awan-e-lgbal, Lahore.

Khasra No. 1594, 85, 96, 97 etc. Khewat
No. 4846, Khatoni No. 10439 (1995-96) etc.
Near More Samanabad and Chuburji
Quarters, Multan Road, Lahore.

Plot # A-17 Small Industrial Estate Lahore
Road Sargodha.

Survey No. 74, 76, 77, 80, 81, 82, 83, 85,
86, 91, 92, 93 etc, National Highway,
Opposite R.T.T.S Malir Halt, Deh Drigh
Tappo, Malir Karachi East.

Clifton P&T Colony, Ch. Khalig-uz-Zaman
Road, Opposite Ministry of Foreign Affairs,
Clifton, Karachi South.

Khata No. 160/760, Moza Kundwal, Pind
Dadan Khan, Jhelum.

Plot No. 45, 46, Sector No. 22 etc.
Township Korangi, KDA, Karachi South.

Khasra No. 2114, 2109, 2110, 213, Khewat
No. 1410, 1411, Khatoni No. 2029, 2030
(1999-2000) etc. Mardan.

Khasra No 1195/2,1196/2, 1197/2, 1198/3,
(305), 306,307, 286/2,286,288, 289 and 290
urban (1263) etc, Railway Station Road,
Havellian, Abbottabad

Khasra No. 8/2, 9/2, 12, 13/1/1, Sq. No. 52
etc. Rana Town, Chak No. 39/UCC,
Ferozewala, Sheikupura.

Khewat No. 19/17, Khatoni No. 75-88
(2001-02) etc. Near Pull Hakra, Chak No.
318/HR, Maroot, Fort Abbas,
Bahawalnagar.

Commercial Area, Block B-3, Wapda Town,
Gujranwala

Pakistan Steel
Pakistan Steel

Ministry of Defense

Ministry of Defense

Ministry of Defense

Telegraph & Telephone
(T&T)
Federal Government

Federal Government

Punjab Small
Industries Corporation

Telegraph & Telephone
(T&T)
Provincial Government

Private Name

KM Enterprises
Private Name
Private Name
Private Name

Private Name

Wapda Employees
Cooperative Housing
Society

The Holding
Company

The Holding
Company

The Holding
Company

The Holding
Company

The Holding
Company

Partially in
Possession of the
Holding Company

The Holding
Company

Partially in
Possession of the
Holding Company

Not in Possession
of the Holding
Company

Partially in
Possession of the
Holding Company

Partially in
Possession of the
Holding Company

The Holding
Company

Not in Possession
of the Holding
Company

The Holding
Company

The Holding
Company

Not in Possession
of the Holding
Company

The Holding
Company

Not in Possession
of the Holding
Company

Ban imposed by the Supreme Court of
Pakistan on transfer of Pak Steel Properties

Ban imposed by the Supreme Court of
Pakistan on transfer of Pak Steel Properties

Pakistan Navy refused to transfer the land

Being a Camping Ground, the case is
pending with Ministry of Defense

The land is under dispute between GHQ
other parties

Partially under Litigation

Under Litigation

Under Litigation

Under Litigation

Under Litigation

Under Litigation

Under Litigation

Under Litigation

Under Litigation

Under Litigation

Under Litigation

Under Litigation

Plot cancelled by Wapda Employees
Cooperative Housing Society due to
non-construction of Telephone Exchange

20,598

22,855

17,300

25,750

5,687,354

3,303,375

1,872,800

81,000

20,880

23,493

272,600

762,500
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. The Person in whose Person in Reasons for the property or asset not being
Sr.No. Description Address name the property is Possession or | in the name of or possession or control of (Rupees)
registered control the Company
19 Songal (Scheme-33) Staff | Deh Songal (Scheme-33) Staff Quarter, Provincial Government [ Not in Possession | Sindh Government agreed to provide 94,059
Quarter Malir, Karachi. of the Holding alternate land which is still awaited
Company
20 Chak 121/NB Telephone | Khewat No.18 Khatoni 57, Chak 121/NB, Private Name The Holding Under Litigation 487,700
Exchange Sillanwali, Sargodha. Company
21 Jhoke Utra Telephone Khata No. 58, Khasra No. 19/8, Killa No. 8, Private Name The Holding Under Litigation 1
Exchange etc. Malkani Kaln Road, Chowk Shehbazi, Company
Moza Malkani Khurd, Jhoke Utra, D.G
Khan.
22 Tando Adam PTCL Qtrs. | Survey No. 204, Shahdad Pur Road, Near Private Name The Holding Pending for Transfer with Sindh 1
Siddique Akbar Masjid, Tando Adam, Company Government
Sanghar.
23 Madeji Telephone Federal Govt. Scheme, Station Road, Near Private Name The Holding Pending for Transfer with Sindh 1,476,207
Exchange Rice Mill, Madeji, Garhi Ysain, Shikarpur. Company Government
24 Compact Exchange Block No. 85, Village Ahmadia, Deh Private Name The Holding Pending for Transfer with Sindh 46,055
Building, Malhansar, Taluka Kunri, Umer kot. Company Government
MEHMOODABAD
Pending for Transfer with Sindh 1
25 Sakrand Telephone Mehrabpur Road, Main Bazar, Sakrand, Provincial Government The Holding Government
Exchange Nawabshah. Company
26 Tando Muhammad Khan | Survey No. 40, 41 etc. Near Civil Hospital, Private Name The Holding Pending for Transfer with Sindh 43,650
Telephone Exchange Deh Tando Mohd. Khan, Hyderabad. Company Government
27  Sirikot Telephone Khasra No. 895/896/897, etc. Sirikot Road, Private Name The Holding Under Litigation 33,652
Exchange Moza Sirikot, Haripur. Company
28 Wana Telephone Azam Warsak Road, Wana, S.W. Agency Provincial Government The Holding Exchange is located in Tehsil Office and 1
Exchange H/Q Wana. Company not a PTCL Property.
29  Mirpur Khas Customer Survey No. 1320, Hyderabad Road, Mirpur Private Name The Holding Pending for Transfer with Sindh 1
Service Center Building Khas Company Government
30 Shahi Bala Telephone Khasra No. 968, 969, Khewat No.139 etc. Private Name The Holding Under Litigation 1
Exchange Moza Shahi Bala, Peshawar. Company
31 Baba Jee Khando Hill Khasra No. 73, Khatoni No. 169 etc. Baba Private Name The Holding Under Litigation 15,755
DRS Jee Kandoo Hill, Bunair. Company
32 Sambrial -1l Near Petrol Pump & Annayat Group - Not in Possession | The site delisted by PC because Sambrial | 2,800,000
Factory, Moza Sambrial, Sialkot. of the Holding T/E and Sambrial-Il are the same sites.
Company
The site delisted by PC because it came
33 Rashki Telephone Khasra No. 40/121, Khata No. 210/844, - Not in Possession | under Peshawar-Islamabad Motorway (MI). 1
Exchange Mutation No. 5282, Moza Rashki, of the Holding
Nowshera. Company
The site delisted by PC because a room 1
was provided by MEO to facilitate Pakistan
34 Kharian Cantt Telegraph | Behind GPO, Kharian, Gujrat. - Not in Possession | army in Cantt. Telegraph Office closed
office (Site-IIl) of the Holding since 2006.
Company
The site delisted by PC because the land is 1
35 Sita Road RCD Survey No. 814, Deh Bhagana, Tapa - Not in Possession | not transferred to PTCL & no network
Microwave Danager-I, Sita Road RCD Microwave, of the Holding element existed on ground.
Khairpur, Nathan Shah, Dadu. Company
The site delisted by PC because the land 2
36 Tarnol (Additional Land) Khasra No. 1552/683, Khewat No. 249 ( - Not in Possession | owned by private party
1980-81) etc. Moza Sariay Kharboza, G.T. of the Holding
Road, Islamabad Company
The site delisted by PC because no PTCL 260,000
37 Chakra (Chowker) Khasra No. 1499-1502, Khewat No. 97-98, - Not in Possession | land exists there
Telephone Exchange 115, Khatoni No. 171, 196 etc. Moza of the Holding
Chowker, Rawalpindi. Company
38 Sindhri Telephone Survey No. 153 etc. Near Police Station, Private Name The Holding Conditionally Transferred not accepted by 1
Exchange Deh Khani Mangri, Sindhri, Khipro, Company

Sanghar.

Apart from the above disclosed (38) properties, there are additional properties that are not part of these
Consolidated Financial Statements because they are also not held in the name or control of the Holding Company
since legal title to them has not been transferred from the relevant parties / authorities to the Holding Company.
Some of these additional properties were also listed in the SRO 430(1)/2004 dated 7th June 2004 (the SRO) to be
transferred to the Holding Company free from any charge, burden, hypothecation or encumbrances and no stamp
duty or transfer charges shall be payable under any law in relation to the transfer or vesting of these properties to
the Holding Company. These properties are under discussion between the Government of Pakistan and the Ultimate
Parent Company and upon the conclusion of the matter, appropriate accounting treatment or disclosure will be
made in the subsequent Consolidated Financial Statements, if required.
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20.4 Disposal of property, plant and equipment:
The assets disposed off during the year with book value exceeding five hundred thousand rupees.

2022 2021
Cost Accumulated | Net book Sale Gainon | Mode of | Particulars of purchaser / . Note Rs ‘000 Rs ‘000
0s depreciation value Proceeds | disposal | disposal | Relationship with the Group 21.  Right of use assets (ROU)
Rs '000 Rs '000 Rs'000 | Rs'000 | Rs'000 | Rs'000
Line and Wire 970 442 528 | 15000 | 14,472 [ Auction | Abdullah Engineering Works, Lease rentals  Right of way = fotal
Gujranwala / No relation with the Group
Line and Wire 848 321 527 15,000 14,473 | Auction ébdullah Fn/g,i\‘neerilng Workﬁ, e G Movement during the year:
ujranwala / No relation with the Grou L
Line and Wire 1,268 671 597 11923 | 11326 | Auction | Abduilan Engineering Works, . Balance as at the beginning of the year 16,460,823 693,250 17,154,073 19,419,596
Gujranwala / No relation with the Group Additions 3,599,900 167,800 3,767,700 1,964,323
Apparatus, plant 1,082,472 | 1,010,144 | 72328 | 77,367 | 5,039 | Scrap Misc. Vendor - Third Party Vendor Lease modifications during the year 1,998 - 1,998 79,224
and equipment Derecognition during the year (23,297) - (23,297) (320,736)
Apparatus, plant 101,331 78,698 22,633 56,272 33,639 | Insurance | EFU General Insurance Co. DepreC|at|on for the year 21.1 (4’279’524) (152'107) (4’431 ’631) (3’988’334)
and equipment (700,923) 15,693 (685,230) (2,265,523)
Computer and electrical 10,834 9,621 1,213 2,033 820 | Company | Misc. Buyers - Resigned Employee Balance as at the end of the year 15,759,900 708,943 16,468,843 17,154,073
equipment Employee
Apé)ara‘[gs, platnt 274,014 272,690 1,324 4,346 3,022 | Scrap Misc. Vendor - Third Party Vendor 21.1 Depreciation charge for the year is allocated as follows:
and equipmen
Apparatus, plant 3,552 1,717 1,835 1,835 - | Insurance | EFU General Insurance Co. Cost of services 36 3,204,711 2,873,988
and equipment Administrative and general expenses 37 1,226,920 1,114,346
Apparatus, plant 3,647 1,185 2,462 2,492 30 [ Insurance | EFU General Insurance Co. 4,431,631 3,988,334
and equipment
Vehicles 22,423 20,369 2,054 5,605 3,551 gomlpany Misc. Buyers - Company Employee 22. Intangible assets
mployee
Vehicles 6,573 5,314 1,259 1,168 (91) | Company | Misc. Buyers - Company Employee Goodwill on acquisition of U Bank 221 78,790 78,790
Employee Goodwill on acquisition of DVCOM Data  22.1 656,102 1,191,102
Vehicles 9,608 7,768 1,840 1,707 (133) | Company | Misc. Buyers - Company Employee Other intangible assets 22.2 63,432,576 69,901,447
Employee 64,167,468 71,171,339
Vehicles 15,200 7,093 8,107 8,090 (17) | Company | Misc. Buyers - Company Employee
Employee .
22.1 Goodwill
Vehicles 21,849 1,457 20,392 20,757 365 | Company | Misc. Buyers - Company Employee
Employee These represent excess of the amount paid over fair value of net assets of DVCOM Data and U Bank on their
1,554,589 | 1,417,490 137,099 223,595 | 86,496 acquisition on April 01, 2015 and August 30, 2012 respectively. The recoverable amount of goodwill is tested for
2022 2021 impairment annually based on its value in use, determined by discounting the future free cash flows to be generat-
, ) ed by the respective Cash Generating Units (CGUs).
Note Rs '000 Rs '000
20.5 g;estdgcpsr;c\;itgasn charge for the year has been allocated as follows: 36 57 351 412 55 991 208 The cash flow projections include specific estimates for five years and a terminal growth rate thereafter. The termi-
Administrative and general expenses 37 1’150’985 11092’268 nal growth rate is determined based on management’s estimate of the long-term compound annual 'Earnings
Selling and marketing expenses 38 134.219 122,123 Egﬁ(reet In;ertrisit,a'li;e;xv,voDljgrfnc;igon and Amortization, (EBITDA) growth rate, consistent with the assumptions that a
28,636,616 27,205,599 particlp '
206 Capital work in progress Budgeted growth is based on expectations of future outcomes taking into account past experience and is adjust-
Buildinas 494 420 398.320 ed for anticipated revenue growth. Revenue growth is projected taking into account the average growth levels
: gs ’ ' experienced in the recent years and the estimated sales volume and price growth for the next five years.
Lines and wires 7,465,110 3,923,223
¢tf)rgaklre€§/t§;)g§$ e eaupment 13282322 118222?2 The estimated recoverable amounts of the CGUs exceed their carrying amounts. The Group estimates that reason-
Others ’956’719 ’458’461 ably possible changes in the assumptions would not cause the recoverable amount of the CGUs to decline below
20.6.1 28,555,527 07,421,226 their carrying amounts.
2061 Movement during the year
Balance at beginning of the year 27,421,226 20,316,963
Additions during the year 53,694,442 88,526,061

Transfers during the year to:
- Operating fixed assets
- Intangible assets

Balance at end of the year
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(52,076,777)

(31,191,422)

(483,364) (50,230,376)
(52,560,141) (81,421,798)
28,555,627 27,421,226
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22.2 Other intangible assets

Licenses and Computer Total
spectrum software
Note
............................................ RS 'OOO
As at December 31, 2020
Cost 44,908,714 6,751,820 51,660,534
Accumulated amortization (22,128,460) (5,212,327) (27,340,787)
Transfer 34,653 34,653
Accumulated impairment - (42,284) (42,284)
Net book value 22,780,254 1,531,862 24,312,116
Movement during the year 2021
Opening net book value 22,780,254 1,531,862 24312116
Additions 49,621,683 727,536 50,349,219
Amortization charge for the year (4,137,717) (622,171) (4,759,888)
Closing net book value 68,264,220 1,637,227 69,901,447
As at December 31, 2021
Cost 94,530,397 7,479,356 102,009,753
Accumulated amortization (26,266,177) (5,834,498) (32,100,675)
Transfer - 34,653 34,653
Accumulated impairment - (42,284) (42,284)
Net book value 68,264,220 1,637,227 69,901,447
Movement during the year 2022
Opening net book value 68,264,220 1,637,227 69,901,447
Additions - 537,008 537,008
Amortization charge for the year 22.8 (6,261,902) (743,977) (7,005,879)
Closing net book value 62,002,318 1,430,258 63,432,576
As at December 31, 2022
Cost 94,530,397 8,051,017 102,581,414
Accumulated amortization and impairment (32,528,079) (6,620,759) (39,148,838)
Net book value 22.3 62,002,318 1,430,258 63,432,576
Amortization rate per annum (%) 4-10 6.67 - 33.33
22.3 Breakup of the net book value as at the year end is as follows:
2022 2021
Rs '000 Rs '000

Licenses and spectrum - PTCL

Telecom 22.4 434,441 453,330

WLL spectrum 22.4 313,221 492,220

WLL and LDI License 22.5 71,442 84,836

IPTV 22.6 14,183 17,883
Next Generation Mobile Services (NGMS) Licenses - PTML  22.7 50,120,398 53,397,028
Mobile cellular Licenses - PTML 22.7 10,769,468 13,387,485
WLL licenses- DVCOM Data 279,165 431,437

62,002,318 68,264,219
Computer software 1,430,258 1,637,228
63,432,576 69,901,447
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22.4 The Pakistan Telecommunication Authority (PTA) has renewed the license of the Holding Company, to provide
telecommunication services in Pakistan, for a period of 25 years, commencing January 01, 2021, at an agreed license
fee of Rs 472,219 thousand. In June 2005 PTA modified the previously issued license to provide telecommunication
services to include a spectrum license at an agreed license fee of Rs 3,646,884 thousand. This license allows the
Holding Company to provide Wireless Local Loop (WLL) services in Pakistan, over a period of 20 years, commencing
October 2004. The cost of the license is being amortized on a straight line basis over the period of the license.

22.5 PTA has issued a license under section 5 of the Azad Jammu and Kashmir Council Adaptation of Pakistan
Telecommunication (Re-organization) Act, 1996, the Northern Areas Telecommunication (Re-organization) Act, 2005
and the Northern Areas Telecommunication (Re-organization) (Adaptation and Enforcement) Order 2006, to the
Holding Company to establish, maintain and operate a telecommunication system in Azad Jammu and Kashmir and
Gilgit-Baltistan, for a period of 20 years, commencing May 28, 2008, at an agreed license fee of Rs 109,270 thousand.
During the year 2015, PTA allocated additional spectrum for WLL services in Azad Jammu & Kashmir (AJ&K) and
Gilgit-Baltistan (GB) for Rs 98,487 thousand. The duration of the License shall be for the remaining period of the
existing WLL licenses. The cost of the licenses is being amortized, on a straight line basis, over the period of the
licenses.

22.6 IPTV license has been renewed by Pakistan Electronic Media Regulatory Authority (PEMRA) effective from its last
renewal date i.e. November 02, 2016, at an agreed license fee of Rs 37,000 thousand. The cost of the license is being
amortized, on a straight line basis, over a period of 10 years.

22.7 (i) NGMS License includes acquisition of 4G license by PTML throughout Pakistan (excluding Azad Jammu & Kashmir
(AJK) and Gilgit-Baltistan (GB)) in September 2021 at a fee of USD 279,000 thousand. The term of the license is 15
years commencing from the date of its acquisition.

(ii) NGMS License also include acquisition of 4G license by PTML for operations in AJK and GB in October 2021 at a
fee of USD 1,026 thousand. The term of the license is 15 years from the date of its acquisition.

(iii) Mobile Cellular License include renewal of 2G license by PTML for operations in AJK and GB in June 2021 at a fee
of USD 13,500 thousand. The term of the license is 15 years from the date of its acquisition.

22.8 The amortization charge for the year has been allocated as follows:

2022 2021
Note Rs '000 Rs '000
Cost of services 36 6,668,806 4,437,867
Administrative and general expenses 37 337,073 322,021

7,005,879 4,759,888

2022 2021
23. Long term investments Note Rs '000 Rs '000
Investment in associate 23.1 - -
Other investments 23.2 51,427 51,427
51,427 51,427
23.1 Investment in associate - unquoted
TF Pipes Limited - Islamabad
1,658,520 (December 31, 2021: 1,658,520)
ordinary shares of Rs 10 each
Shares held 40% (December 31, 2021: 40%) 23,539 23,539
Less: accumulated impairment loss on investment (23,539) (23,539)
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2022 2021 2022 2021
Note Rs ‘000 Rs ‘000 Maximum amount of loan to executives and other employees outstanding Rs '000 Rs '000
23.2 Other investments atany time during the year:
Fair value th h oth hensive i ted Executives 137,431 228,240
air value through other comprehensive income - unquote Other employees 1,500,323 1519.278
Thuraya Satellite Telecommunication Company - Dubai, UAE Loans to employees include loans given to key management personnel of Rs 34,174 thousand (December 31,
2021: Rs 63,548 thousand). The maximum aggregate amount of loans to key management personnel outstanding
3,670,000 (December 31, 2021: 3,670,000) . . }
ordinary shares of AED 1 each 63.900 63.900 at any time during the year was Rs 58,541 thousand (December 31, 2021: Rs 87,168 thousand).
Less: accumulated impairment loss on investment (3321‘447237) (3321‘41237) List of key management personnel having outstanding balances of loans up till December 31, 2022 are as under:
Alcatel - Lucent Pakistan Limited - Islamabad, Pakistan No. Names of Employees No. Names of Employees
2,000,000 (December 31, 2020: 2,000,000)
ordinary shares of Rs 10 each 20,000 20,000 1 Mr. Aamer Ejaz 14 Mr. Muhammad Amer Shafique
51,427 51,427 2 Mr. Aasif Inam 15 Mr. Muhammad Amir Siddigi
] 3 Mr. Abdul Basit 16 Mr. Muhammad Basharat Qureshi
24.  Long-term loans and advances - considered good 4 Mr. Abdullah Hameed 17 Mr. Muhammad Fahim Ur Rehman
Loans to_employees - secured 24 1 1,434,188 1,649,737 5 Mr. Amjad Igbal 18 Mr. Muhammad Shehzad Yousuf
Imputed interest (305,238) (326,883) 6 Mr. Arslan Haider 19 Mr. Muhammad Umar llyas
1,128,950 1,322,854 7 Mr. Dr Muhammad Shafig Ur Rehman 20  Ms. Saima Akbar Khattak
8 Ms. Hina Tasleem 21 Mr. Saleem Ullah Baig
Others 179,047 163,623 9 Mr. Ishtiag Naveed Gill 22  Mr. Syed Muhammad Imran Ali
) 1,807,997 1,476,477 10  Mr. Mateen Malik 23  Mr. Syed Muhammad Shoaib
Current portion shown under current assets 11 Mr. Mian Omer Shah 24 Mr. Wajeeh Anwer
Loans to employees - secured 29 (325,137) (349,032) 12 Mr. Mohammad Nadeem Khan 25  Mr. Zain Ul Abideen
982,860 1,127,445 13 Mr. Mubashir Naseer Ch.
. . 25. Contract costs
24.1 These loans and advances are for house building and purchase of vehicles and motor cycles. These loans are recover- 2022 2021
able in equal monthly installments spread over a period of 5 to 10 years and are secured against retirement benefits of Note Rs '000 Rs '000
the employees.
Cost to obtain a contract 1,963,941 1,734,040
R iati t1h s of | . i doth | _ Cost to fulfill a contract 1,936,535 1,842,633
econciliation of the gross amounts of loans to executives and other employees: o5 1 3.900.476 3.576.673
As at As at Current maturity of contract costs (3,138,112)  (2,879,400)
January 01, Disbursements Repayment December 31, 762,364 697,273
2022 2022 25.1 Movement during the year
Rs '000 Rs '000 Rs '000 Rs '000 Balance at the beginning of the year 3,576,673 3,329,666
Capitalization during the year 5,927,710 5,497,691
Executives 149,593 11,604 (90,276) 70,921 9,504,383 8,827,357
Other employees 1,500,144 188,806 (325,683) 1,363,267 Amortization during the year 36 (5,603,907) (5,250,684)
1,649,737 200.410 (415,959) 1,434,188 Balance at the end of the year 3,900,476 3,576,673
As at As at 26.  Stock in trade, stores and spares
January 01, Disbursements Repayment December 31, Stores and spares 26.1 7,636,587 5,575,040
Stock in trade 26.2 982,376 372,128
2021 2021
8,618,963 5,947,168
Executives 206,454 38,924 (95,785) 149,593 26.1 Stores and spares 8,471,386 6,633,205
Other employees 1,368,855 422,944 (291,655) 1,500,144 Provision for obsolescence 26.1.1 (834,799) (1,058,165)
1,575,309 461,868 (387,440) 1,649,737 7,636,587 5,575,040
26.1.1 Provision for obsolescence
Provision during the year 1,058,165 1,235,872
Reversal / Written off during the year 26.1.2 (223,366) (177,707)
Balance at end of the year 834,799 1,058,165
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26.1.2 The Group has reversed Rs 223,366 thousand (December 31, 2021: Rs 177,707 thousand) of the inventory provided for
in the previous years and these have been disposed off / consumed during the year.
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2022 2021
Rs '000 Rs '000
26.2 Stock in trade
SIM cards 197,285 99,596
Mobile phones and accessories 554,306 199,835
Scratch cards 190,186 81,513
ATM cards and stationary 78,608 29,193
1,020,385 410,137
Provision for slow moving stock (38,009) (38,009)
982,376 372,128
27. Trade debts and contract assets 2022 2021
Note Rs '000 Rs '000
Trade debts
- Secured 271 223,515 327,013
- Unsecured 35,659,766 24,152,013
Contract assets 5,592,380 4,711,533
41,375,661 29,190,559
Domestic
Considered good 27.2 13,898,934 | | 12,230,948
Considered doubtful 8,459,293 7,598,563
22,358,227 19,829,511
International
Considered good 27.3 27,476,728 | | 16,959,611
Considered doubtful 57,475 57,475
27,634,203 17,017,086
Expected credit loss on trade debts and contract assets 27.4 (8,516,769) (7,656,038)
27.5 41,375,661 29,190,559
27.1 These are secured against customer and dealer deposits aggregating to Rs 726,002 thousand (December 31, 2021:
Rs 579,572 thousand). The normal credit period of debtors is not more than one month.
Maximum Upto Morethan6 2022 2021
aggregate 6 months  months
amount ,
27.2 These include amounts due from the following related parties: ~ *=""""7" 7ttt RS 000 :---vmsmmmmnermnioinee
GoP related entities 3,163,535 1,184,682 1978853 3,163,535 3,039,371
27.3 These include amounts due from the following related parties:
Emirates Telecomunication Corporation 25,306,481 3,399,849 21,906,632 25306,481 15,155,221
Etisalat - Afghanistan 500,441 8,287 492,154 500,441 101,883
Etihad Etisalat Company 54,803 - - - 54,803
Etisalat's subsidiaries and associates 115,048 91,730 23,318 115,048 26,738
GoP related entities 205,219 205,219 - 205,219 105,594
26,127,189 3,705,085 22422104 26,127,189 15,444,239
. 2022 2021
27.4 Expected credit loss on trade debts and contract assets Note Rs ‘000 Rs ‘000
Balance at beginning of the year 7,656,038 8,190,008
Expected credit loss on trade debts and contract assets 39 1,732,727 1,549,339
Recognised due to change in accounting policy 1,297,323 -
Recovery of Defence Saving Certificates / adjustment 4,120 7,979
3,034,170 1,557,318
10,690,208 9,747,326
Write off against expected credit loss on trade debts and contract assets (2,173,439)  (2,091,288)
Balance at end of the year 8,516,769 7,656,038
27.5 These amounts are interest free and are accrued in the normal course of business.
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Long term loans to banking customers
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Total

2021
Rs.'000

2022

Non performing

Stage 3

2021
Rs.'000

2022
Rs.'000

Performing

Stage 2

2021

2022

Stage 1

2021
Rs.'000

2022

Rs.'000

Rs.'000

Rs.'000

Rs.'000

Micro credits

Secured

32,547,147

169,670
1,595,501

81,791
5,883,047

32,295,686
22,345,682

Unsecured
Islamic financing

Advances - gross

29,824,230

606,896
62,978,273

606,896
55,248,264

5,964,838

1,765,171

(222,314)
(2,601,981)

(869,984)
(3,694,279)
50,083,994

(869,984)
(869,984)

(2,601,981)

(222,314)

Credit loss allowance against long term loans

- Stage 1

- Stage 2
- Stage 3

(2,601,981)

(222,314)
55,025,950

Advances - net of credit loss allowance

895,187

3,362,857

(12,705,350)
46,578,644

Long term portion shown under non-current assets

Long termloans - Credit loss allowance details

8.1

2

Stage 2 | | Stage 3 |

2021

Stage 1

|| Stage 3 |

Stage 2

2022
Rs.'000

Stage 1

Rs.'000

Outstanding gross exposure

1,322

5,353,053

55,038,456

Performing - Stage 1
Under Performing

23,255

525,724

82,032

Other assets especially mentioned

Non - Performing

903,644

498,806

338,144
1,740,594

23,548
37,436
25,077
86,061
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NOTES TO AND FORMING PART OF THE NOTES TO AND FORMING PART OF THE
CONSOLIDATED FINANCIAL STATEMENTS CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2022 FOR THE YEAR ENDED DECEMBER 31, 2022
2022 2021
Rs. '000 Rs. '000 28.6 Movement in impairment allowance for credit losses is as follows:

28.2 Particulars of write offs / charge offs 2922 2921
Against credit loss allowance (335,283) - Rs. ‘000 Rs. ‘000
Against provision } (772,192) Balance at beginning of the year ' 2,035,615 1,313,063
Directly charged to profit & loss account (453,495) (18,156) Impapt of Re-measurement due to adoption of IFRS 9 3,349,055 -

(788,778) (790,348) Impairment charge for the year (1,355,109) 1,512,900
Advances written off (335,283) (790,348)
2022 2021 Balance at end of the year 3,694,278 2,035,615
Number Rs. '000 Number Rs. '000
Advances - gross 346,390 36,411,344
2022 2021
Less: Provision held Note Rs '000 Rs '000
Specific - - 15,813 (529,681) 29. Loans and advances
General - - (1,505,934) Loans
- - 346,390  (2,035,615) Current portion of long term loans to employees - secured 24 325,137 349,032
Advances - net of provisions - - - 34,375,729
_ Advances - considered good
Long term portion shown under non-current assets (8,212,253) Advances to employees 29 1 175,209 144,616
_26,163476 Advances to suppliers and contractors 29.2 5,778,312 | 2,851,924

28.3 In view of the COVID 19, management expect that certain degree of customers would be impacted, however, it is difficult to estimate Others = 10,720
potential effect on advances portfolio with any degree of certainty. The Bank had previously recorded an additional general provision 5,953,521 3,007,260
amounting to Rs. 1,312 million based on management's assessment of asset quality and credit risk. Moreover, due to monsoon rains in 6,278,658 3,356,292
the months of July and August 2022, out of total 303 branches of the Bank, 53 branches are located in the areas which were declared
236&(&7;?&@8'/%%02“8‘33 (??Vgrgr;%m{ b'” gégzr to provu(djeth re,'\'/l‘?f tf? the SOOE F,\‘;lfgge)dt borrohwzrsl, /SBF; Vt'de IC'rCU'a; 29.1 These include advances to executives and key management personnel amounting to Rs 18,566 thousand (December

S ate ctober encouraged the Microfinance Banks s) to reschedule/ restructure loans o . . -

flood affected borrowers upto one year and to extend fresh financing in flood affected areas. Accordingly, as of 31 December 2022, the 31,2021: Rs 6,366 thousand) and 1,616 thousand (December 31, 2021: 3,886) respectively.

Bank has rescheduled / restructured advances of flood affected borrowers amounting to Rs. 1.58 billion of its 19,612 customers. During

the year, the Bank early adopted IFRS 9 'Financial Instruments' and has classified these advances as stage 2 to compute the expected 2022 2021

credit loss amounting to Rs. 2,948 million against these advances. Rs '000 Rs '000
28.4 In order to curb the impact of flood SBP has also extended regulatory relief vide circular AC&MFD/MFPD/PRs/10183 dated October 7,

2022. Through the said circular among other reliefs SBP has encouraged MfBs to reschedule/ restructure loans of their flood-affected ; ; .

borrowers upto one year and to extend fresh financing in flood-affected areas. Out of total 303 locations (at relevant time) of the Bank, 29.2 $Eeps.e mcll_L.Jth admounts due from the following related parties: 26 774 26,774

53 locations are affected in the areas which were declared as calamity hit by the Government. Ipes Limite ! !

The SBP vide Circular AC&MFD No. 3 of 2022 dated December 21, 2022 has issued a “Mark-up Waiver and Financing Schemes for 30. Income tax recoverable

Farmers in Rain/Flood Affected Areas under Kissan Package 2022”. Following reliefs were allowed:

Balance at beginning of the year 27,404,527 24,837,418

Markup Waiver Scheme (MWS) for subsistence farmers against agriculture loans with outstanding balance (including markup) of up to

Rs 500,000/- per loan that were regular as on June 30, 2022 — waiver of the entire amount of markup due till September 30, 2022 against

outstanding loans (principal plus markup) up to Rs 500,000/- that were regular as on June 30, 2022 and reschedule/restructure the Current tax charge for the year . (4,070,222)| |(4,351,726)

principal amount of loans for up to one year in calamity-notified areas. 50% of the cost of above waiver of markup will be borne by the Tax (charge) / credit on re-measurement gains - OClI (123,396) 502,650

Government of Pakistan (GoP) through budgetary allocation whereas 50% will be borne by the concerned Banks/MFBs themselves. (4,193,618)  (3,849,076)

GOP Markup Subsidy Scheme for revival of agriculture/livestock sectors against loans of up to Rs. 500,000/- to subsistence farmers at Tax paid during the year 5,525,659 6,416,185

markup rate of 0% per annum to end user. Whereas the Government will provide markup subsidy at 6 months KIBOR + 9%. The scheme Balance at end of the year 28 736 568 27 404 527

validity is six months from the date of issue of the Circular. — —

Interest Free Loans and Risk Sharing Scheme for Landless Farmers up to Rs. 200,000 in flood affected areas at markup rate of 0% per 31.  Receivable from the Government of Pakistan (GoP)

annum to end user. Whereas the Government will provide markup subsidy at 6 months KIBOR + 9%. The scheme provides credit risk . . _ . _

coverage of 50% of outstanding loans (principal) in case of non-repayments, after being classified as ‘SUBSTANDARD’ (as per the This represents the balance amount receivable from the Government of Pakistan, on account of its agreed share in

classification criteria laid down in the Prudential Regulations for both Agriculture Financing and Microfinance banks). The scheme the Voluntary Separation Scheme, offered to the Holding Company's employees during the year ended June 30, 2008.

validity is six months from the date of issue of the Circular.

The total outstanding markup accrued on these loans in Flood affected areas as at 30 September 2022 amounted to Rs. 908 million net
of recoveries. The Bank has waived off the entire amount by directly writing off the markup accrued on loans. 50% of this amount, Rs.
453 million has been recognised as receivable from the Government. Had this circular not been applicable, the profit after tax of the
bank would have been higher by Rs. 304 million.

28.5 On March 16, 2022 SBP AC&MFD issued Circular No. 02 of 2022 and revised the Prudential Regulations for Microfinance Banks
including Classification of Assets, Charging-off Non-Performing Loans (NPLs) and Provisioning Requirements. Had there been no

change in the Prudential Regulations (PR) for Microfinance Banks (MFBs) as mentioned above, the Profit after tax would have been lower
by Rs. 370 million
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2022 2021 2022 2021
Note Rs '000 Rs '000 33.  Short term investments Note Rs '000 Rs '000
32. Deposits, prepayments and other receivables
Amortized cost
Deposits 339,047 328,418 Term deposit receipts - Maturity upto 6 months 33.1 - 7,750,000
Prepayments Lending to Financial Instituition 33.2 6,581,567 -
- Pakistan Telecommunication Authority - a related party 26,903 24,313 Pakistan Investment Bonds (PIBs) - Maturity upto 6 months 33.3 5,690,878 -
- Prepaid rent and others 1,079,671 1,141,726
1,106,574 1,166,039 Fair value through Profit or Loss
Other receivables Mutual Funds 33.4 21,971,007 12,082,206
Market treasury bills - Maturity upto 6 months 33.5 20,326,564 -
Due from related parties 32.1 89,047 72,605 Pakistan Investment Bonds (PIBs) - Maturity upto 6 months 33.3 51,120,968 -
Accrued interest receivable 32.2 - 8,837,417 TFCs 2,268,757 -
Funded Pension 12.1 3,189,002 1,802,337
Gratuity - funded 12.1 46,994 - Fair value through Other Comprehensive Income
Federal Excise Duty (FED) 32.3 3,338,694 3,338,694 Market treasury bills - Maturity upto 6 months 33.5 | 34,442,206 || 20,996,827
Forward exchange contracts - 1,492,975 Pakistan Investment Bonds (PIBs) - Maturity upto 6 months 33.3 = 5,735,487
Others 32.4 4,838,684 2,628,554 Sukuks 33.6 1,510,561 -
12,948,042 19,667,039 33.7 35,952,767 26,732,314
143,912,508 46,564,520
Maximum 33.1 Term deposit receipts carry interest at the rate of 10.5% to 16% (December 31, 2021: 8.5% to 12%) per annum.
aggregate Up to More than ) , . . N . o
amount 6 months 6 months 2022 2021 33.2 This represented reverse repo from National Bank of Pakistan which carrying |nt(_arest rate ranging from 16.10% to
Rs '000 16.40% per annum amounting to 6,581,567 thousand (December 31, 2021: Nil) with the maturity date of Jan 3, 2023.
32.1 Etisalat - UAE 71,305 - 71,305 71,305 71,305 33.3 This represents Pakistan Investment Bonds carrying interest at the rate ranging from 9.00% to 17.67% (2021: 9% to
Pakistan Telecommunication Employees Trust 15,366 12,409 2,957 15,366 1,300 9.5%) per annum.
Employees' Provident fund - U Bank 2,376 2,319 57 2,376 -
89,047 14,728 74,319 89,047 72,605 33.4 This represents investments in open ended mutual funds. Fair value of these investments is determined using
quoted repurchase price. Units held in funds are tabulated below:
32.2 This represents mark-up accrued on advances and investments.
2022 2021
2022 2021 No. of units in '000 Rs '000 No. of units in '000 Rs '000
Note RERCo s 000 ABL Cash Fund 528,895 5,320,257 681214 7,043,168
. Faysal Income and Growth Fund 62,576 7,245,671 36,078 4,037,161
32.3 Federal Excise Duty 82.31 P | 0804870 Pak Oman Government Securities Fund 198,043 2.310,052 88,979 1,001,877
Provision for doubtful amount (466,176) (466,176) JS Islamic Income Fund 15.240 1,699,996 ) )
3,338,694 3,338,694 JS Microfinance Sector Fund 38,209 3,845,698 - -
Alfalah GHP Income Multiplier Fund 17,422 1,015,165 - -
32.3.1 (i) This includes amount of Rs 3,283,111 thousand (December 31, 2021: 3,283,111 thousand) payments under Alfalah GHP Income Multiplier Fund 9,167 534,168 - -
protest by the Holding Company on account of FED on interconnect charges. The Honourable Supreme Court has 869,552 21,971,007 806,271 12,082,206

decided the case in favor of the Holding Company.

o ) ) , , 33.5 This represents market treasury bills having yield of 15.55% to 16.95% (December 31, 2021: 7.40% to 11.45%) per annum.
(i) This also includes federal excise duty on technical service fee of Rs 521,759 thousand (December 31, 2021: Rs

501,541 thousand) paid by PTML to the taxation authority under protest. 33.6 ljarah Sukkuk carries mark up at the rate of 16.45% to 19.30% (2021: Nil) per annum and due to mature in 22 June 2027.

32.4 (i) This includes amount receivable from SBP in respect of insurance premium paid by U Bank for livestock and crop 337

: This includes credit loss allowance amounting to Rs 16,953 thousand (December 31, 2021: Rs 337,506 thousand).
loans under AC&MFD circular no. 01 of 2013 dated 1 November 2013.

(i) This amount is net off provision for impairment of Rs. 185,239 thousand (December 31, 2021: 185,239 thousand).
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2022 2021
34. Cash and bank balances Note Rs '000 Rs '000
Cash in hand 2,116,029 951,354
Balances with banks:
Local currency
Current account maintained with SBP 34.1 5,721,518 2,990,491
Current accounts 34.2 1,676,399 282,660
Saving accounts 34.3 2,602,716 8,404,468
10,000,633 11,677,619
Foreign currency
Current accounts (USD 15,242 thousand: December 31, 2021: 5,291 thousand ) 3,451,254 934,039
Saving accounts (USD 3,543 thousand: December 31, 2021:
USD 3,228 thousand, Euro 683 thousand: December 31, 2021:
Euro 434 thousand) 965,178 656,583
4,416,432 1,590,622
34.4 16,633,094 14,219,595
34.1 This includes balance maintained with SBP to comply with the requirement of Prudential Regulations for microfinance
banks to maintain minimum cash reserve not less than 5% (2021: 5%) of U Bank's time and demand deposits with
tenure of less than 1 year.
34.2 This includes Rs 12,800 thousand (December 31, 2021: Rs 10,600 thousand) placed under lien with a bank in respect
of standby letter of guarantee issued to China Union Pay International.
34.3 These carry mark-up ranging between 6.5% to 18.25% per annum (December 31, 2021: 3.5% to 11.5%).
34.4 Bank balance includes Rs 862 thousand (December 31, 2021: Rs 1, 924 thousand) carrying profit at the rate of 7%
per annum (December 31, 2021: 4%) from Shariah arrangements.
2022 2021
Note Rs '000 Rs '000
35. Revenue
Broadband & IPTV 35,268,813 31,468,960
Cellular and other wireless 58,822,692 51,843,695
Fixed line voice services 9,016,356 9,942,808
Revenue from retail customers 98,107,861 93,255,463
Corporate and wholesale 28,263,137 23,977,524
International 10,307,321 9,342,375
Banking 14,965,409 11,050,084
Total revenue 35.1 151,643,728 137,625,446
35.1 Revenue is net of trade discount amounting to Rs 1,772,149 thousand (December 31, 2021: Rs. 1,775,680 thousand) and

NOTES TO AND FORMING PART OF THE
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Federal Excise Duty / Sales tax amounting to Rs 23,416,617 thousand (December 31, 2021: Rs 21,170,133 thousand).
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2022 2021

36.  Cost of services Note Rs '000 Rs '000
Staff cost 36.1 15,704,899 15,680,830
Outsourced staff cost 2,034,300 1,711,821
Security service charges 1,344,934 1,352,186
Interconnect cost 3,920,185 5,835,842
Foreign operators cost and satellite charges 6,990,766 6,761,761
Fuel and power cost 19,813,899 12,878,439
Cost of devices sold 1,659,920 1,230,873
Amortization of contract costs 25 5,603,907 5,250,684
Rent, rates and taxes 820,562 842,525
Repairs and maintenance and IT cost 12,051,726 10,012,393
Depreciation on property, plant and equipment 20.5 27,351,412 25,991,208
Depreciation on ROU assets 21.1 3,204,711 2,873,988
Amortization of intangible assets 22.8 6,668,806 4,437,867
Annual license fee and regulatory charges 36.2 3,390,707 2,947,764
Markup / interest expense - U Bank 6,837,677 3,324,590
Other expenses 2,769,995 1,962,938

120,168,406 103,095,709

36.1 This includes Rs 3,121,098 thousand (December 31, 2021: Rs 3,087,866 thousand) in respect of employees retirement
benefits.

36.2 This represents the Group's contribution to the National Information Communication Technology Research and Development
Fund (National ICT R&D Fund), Universal Service Fund (USF), annual license fee and other regulatory charges, in
accordance with the terms and conditions of its license to provide telecommunication services.

2022 2021
Note Rs '000 Rs '000

37.  Administrative and general expenses
Staff cost 371 7,322,884 6,632,700
Outsourced staff cost 329,008 229,092
Technical services assistance fee 37.2 5,011,850 4,816,891
Fuel and power cost 666,453 454,013
Gas and water 102,568 105,060
Rent, rates and taxes 407,480 325,911
Repairs and maintenance 1,192,618 980,402
Travelling and conveyance 673,123 396,896
Legal and professional charges 37.3 726,357 553,594
Billing and printing expenses 383,232 372,784
Depreciation on property, plant and equipment 20.5 1,150,985 1,092,268
Depreciation on ROU assets 211 1,226,920 1,114,346
Amortization of intangible assets 22.8 337,073 322,021
Other expenses 38.2 898,666 841,339

20,429,217 18,237,317

37.1  This includes Rs 717,507 thousand (December 31, 2021: Rs 691,196 thousand) in respect of employees retirement benefits.

37.2 This represents the amount payable to Etisalat - UAE, a related party, under an agreement for technical services at the rate
of 3.5% of the Group's consolidated revenue.

2022 2021

37.3 Auditors' remuneration Rs '000 Rs '000
Statutory audit, including half yearly review 14,800 12,800
Out of pocket expenses 600 600
Fee for Certifications 2,650 2,607
Advisory services 1,900 1,051
Taxation services - 190

19,950 17,248
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NOTES TO AND FORMING PART OF THE NOTES TO AND FORMING PART OF THE
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FOR THE YEAR ENDED DECEMBER 31, 2022 FOR THE YEAR ENDED DECEMBER 31, 2022
38.  Selling and marketing expenses 2022 2021
Note Rs '000 Rs '000 41.  Finance costs and other expenses
Staff cost 38.1 3,182,240 3,309,929 Note stoggo R2sog(1)o
Qutsourced staff cost 620,125 522 572 Interest on:
Sales and distribution charges 960,659 794,915 )
Advertisement and publicity 38.2 3,433,470 3,246,269
"y . Long term loans from banks 13,872,716 5,073,090
&ehpre"'a“o” on property, plant and equipment 20.5 ;ggs;g 12?2{?2 Long term vendor liability 0316845 1252566
ers : : Lease liabilities 1,902,613 1,930,576
8,561,663 8,147,223 License fee 1,054,586 258,065
o ] ) Employee loans - Imputed interest - 39,064
38.1 This includes Rs 489,007 thousand (December 31, 2021: Rs 491,937 thousand) in respect of employees retirement
benefits. Exchange loss 5,781,162 2,248,605
_ _ . . . Impairment of goodwill on acqisition of DVCOM Data 535,000 -
38.2 (i) Donations that exceed Rs 1,000 thousand are given to the parties given hereunder : Bank and other charges 4,241,940 694,227
2022 2021
Names of Donees Rs '000 Rs '000 29,704,862 11,496,193
Rashid Khan Trust - 7,000 42.  Income tax
Pakistan Poverty Alleviation fund (PPAF) - 2,250
PTCL's flood affected employees 10,000 - Current tax
Prime Minister flood relief fund 40,000 - Cgrrent year 30 4,582,689 4,351,726
Pakistan Red Crescent 5,000 - Prior year (512,467) .
Akhuwat Foundation 5,000 -
60,000 9,250 Deferred 11
Current year (9,104,299) (991,246)
(ii) This also includes penalty paid during the year related to various non-compliances identified by the State Bank of Prior year 400,993]| (2,548,712)
Pakistan during its inspection of U Bank. (8,703,306) (3,539,958)
2022 2021 (4,633,084) 811,768
39. Impairment loss on trade debts and contract assets Note  Rs '000 Rs '000 421 Reconciliation of effective tax rate:
Impairment loss on: . .
Trade debts and contract assets 27.4 1,732,727 1,549,339 Profit before tax (Rupees in thousand) (12’42:’666) 3‘383’033
Loans to banking customers 281,282 (884,660) 1,512,900 R ;3 w0 2/°9 w0
848,067  3.062.239 pplicable tax rate . .
40.  Other income Reversal of turnover tax of prior period 0.26 0.38
) , _ Impact of change in tax rate (0.35) -
Income from financial assets: Income chargeable tax at lower rate . (5.55)
) Tax effect of amounts that are not deductible for tax purposes 4.02 0.23
Return on bank deposits 40.1 3,840,141 1,728,442 Other 0.37 (0.09)
Interest on investment in Government securities 3,550,113 1,147,398 430 (5.03)
Latg paym.ent surcharge from subscribers e 164,144 Average effective tax rate charged to the consolidated statement of profit or loss 37.30 23.97
Gain on fair value remeasurement of forward exchange contracts - 1,231,118
Gain on disposal of investments 155,181 140,523
Others 429,652 153,753

8,106,657 4,565,378
Income from non-financial assets:

Gain on disposal of property, plant and equipment 2,599,819 883,714
Government grants recognized 2,503,543 2,957,774
Re-chargeable projects income 177,419 326,337
Rental income 1,015,970 853,171
Others 1243 413 213 894

7,540,164 5,234,890
15,646,821 9,800,268

40.1  Return on bank deposits includes Rs 117 thousand (December 31, 2021: Rs 273 thousand) earned from Shariah
arrangements.
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43.  Non-funded financing facilities 17
) ) ) o ) ) o o ) < B © © < - § § wlw <
The Holding Company has non funded financing facilities available with banks, which include facilities to avail letters 38 8 3 55 2 i % 2 3| f E 3
of credit and letters of guarantee. The aggregate facility of Rs 25,232,000 thousand (December 31, 2021: Rs 28 2|8 gle o o 5 % 818 3|93 9 g o
25,150,000 thousand) and Rs 17,718,000 thousand (December 31, 2021: Rs 15,300,000 thousand) is available for =8 & |- == © © - - t ~|~ - z °7
letters of credit and letters of guarantee respectively, out of which the facility availed at the year end is Rs 12,580,000
thousand (December 31, 2021: Rs 13,840,217 thousand) and Rs 11,558,806 thousand (December 31, 2021: Rs PR . L
11,867,256 thousand) respectively. The letter of guarantee facility is secured by a hypothecation charge over certain 5 é g g (E § § g G S ,55 g
assets of the Holding Company, amounting to Rs 118,316,667 thousand (December 31, 2021: Rs 39,701,000 §g e - g % = hal g
thousand). 555k
2022 2021
Rs '000 Rs '000
44,  Cash generated from operations 2 S 8|8 3 5 e IR = 2 3% © Sy S
: 9 P 28 8|8 g8 o' |a B = [R¥E B3E |8
§5 2|8 Bl (98 |2 |g £ |82 8E4E |8
Profit before tax (12,421,666) 3,387,033 TE TS 75 o b 2 " S Qo |2Y2 o
Adjustments for non-cash charges and other items: ° 5 == ° o e 5 -
Depreciation of property, plant and equipment 28,636,616 27,205,598 CD 8 “3 2 gk 0|3 N N 9 N N
Impairment of property, plant and equipment 59,538 147 l_ 5| 22 S8 3| = = & 2 2
Depreciation of right of use assets 4,431,631 3,988,334 = - SRS @ @ ) € &
Amortization of intangible assets 7,005,879 4,759,888 Z
Amortization of contract costs 5,603,907 5,250,684 L] _ .
Reversal for obsolete stores and spares (223,366) (177,707) 2 N, § § g § % § ' g § % 8|3 § § §
Impairment loss on trade debts and contract assets 1,732,727 1,549,339 § = 8l b Q Q to) Qg g ole IS 5
Impairment loss on non performing loans to banking customers (884,660) 1,512,900 L] 28 e g g S| = = ;:; § g oo ol g
Provision for employees retirement benefits 4,154,707 4,076,241 I_ =
Gain on disposal of property, plant and equipment (2,599,819) (883,714) <
Return on bank deposits and Government securities (7,390,254) (2,875,840) L I_ £ © ~ 9 g 10 © By ©
Gain on disposal of investments measured at fair value T 22 8l |39z sl 8 |sa S
through profit or loss (FVTPL) (155,181)  (140,523) = CD €8 2|3 = = ¥ o s N )
Release of deferred government grants (2,503,543) (2,957,774) 1 3 S @ ® g™ Lo N ¥ =@ ©
Finance cost 18,267,007 7,277,948 L < % s
Impairment of goodwill on acgisition of DVCOM Data 535,000 - O ) i 5 - sla o o sl -
Unearned revenue realised (159,574)  (130,074) — O N g ER: g 8 & BI& = - N &
Exchange gain (2,700,050)  (787,487) oc — § |®?35° 2|3 I 3 3 3
Imputed interest on loans and advances 21,645 39,064 < Z ™ I °
Imputed interest on lease liabilities 1,902,613 ~ 1,930,576 (al} < o &
L o
43,313,157 53,024,633 (D Z mn =
Effect on cash flow due to working capital changes: > = s s
=W s
(Increase) / decrease in current assets: 2 O =
w s
| rQa5 : 2
Stock in trade, stores and spares (2,448,429)|| (1,936,577) O IJJ > e
Trade debts and contract assets (12,515,101)|| (4,515,458) T O 2 B = .
Loans to banking customers (28,006,069)|| (5,882,330) I_ % 8 _ 3 g & N . g g r
Loans and advances (2,922,366)(| (1,802,355) () < = 5 S 5 £ 8 ° S S G E= o S
Deposits, prepayments and other receivables 9,074,797 || (2,637,506) ZOQ L ¢ = S 2g% S = S g 8 g 5= £ 438
(36,817,168) (16,774,226) L— ¢ 5 £ = 223 £y 5 5= g8 £ 35 ¢oF
Increase / (decrease) in current liabilities: @) - < g § & g = E = 5 é § & 3 3 é 2 é % i‘i S
Trade and other payables 18,557,864 || 9,806,808 = O w e 8 T 2o §285 53 8§ T2 g8 $8 & fE
Security deposits 166,818 62,696 N > 2 = 25p g8es zz 5 2@ g8t =5 & 3%
18,724,682 9,869,504 90 % s g £z o823 38 & §ig o8 ZE & &
25,220,671 46,119,911 EZ = 8 S ga& §§82 £ g ga&’ §§% gs 3 égg
o = m m = o wn
o .
0Qg . :
zOx
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NOTES TO AND FORMING PART OF THE
CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2022

45. Remuneration of Directors, Chief Executive Officer and Executives

The aggregate amount charged in the consolidated financial statements for remuneration, including all benefits, to the
Chairman, Chief Executive Officer and Executives of the Group is as follows:

Chairman Chief Executive Officer Executives
Key management Other
personnel executives
2022 2021 2022 2021 2022 2021 2022 2021
Rs '000
Managerial remuneration - - 185,242 46,022 558,284 551,115 1,852,114 1,677,658
Honorarium 300 300 - - - - - -
Retirement benefits - - - - 55,538 72,146 197,866 189,878
Housing - - 72,759 24,842 181,434 246,269 616,111 631,651
Utilities - - - - 80,111 66,672 213,997 108,171

300 300 258,001 70,864 875367 936,202 2,880,088 2,607,358

Bonus paid = - 35,244 65,256 168,184 179,947 429,995 348,448

300 300 293,245 136,120 1,043,651 1,116,149 3,310,083 2,955,806

46.

47.

47.

—_

215 ANNUAL REPORT 2022

Number of persons 1 1 1 1 60 77 722 614

The Group also provides free medical and limited residential telephone facilities, to all its executives, including the
Chief Executive Officer. The Chairman is entitled to free transport and a limited residential telephone facility, whereas,
the Directors of the Group are provided only with limited telephone facilities. Certain executives are also provided with
the Group maintained cars. Approximate value of of medical and car facility is Rs 317,822 thousand (December 31,
2021 : Rs 247,462 thousand).

The aggregate amount charged in the consolidated financial statements for the year as fee paid to 21 directors
including chairman (December 31, 2021: 20) is Rs 175,956 thousand (December 31, 2021: Rs 201,598 thousand) for
attending the Board of Directors, and its sub-committee meetings.

Rates of exchange

Assets in US dollars have been translated into Rupees at USD 1 = Rs 226.43 (December 31, 2021: USD 1 = Rs 176.52),
while liabilities in US dollars have been translated into Rupees at USD 1 = Rs 226.43 (December 31, 2021: USD
176.52).

Financial risk management
Financial risk factors

The Group's activities expose it to a variety of financial risks: market risk (including currency risk, other price risk and
interest rate risk), credit risk and liquidity risk. The Group's overall risk management programme focuses on the
unpredictability of financial markets and seeks to minimize potential adverse effects on its financial performance.

Risk management is carried out by the Board of Directors (the Board). The Board has prepared a 'Risk Management
Policy' covering specific areas such as foreign exchange risk, interest rate risk, credit risk and investment of excess
liquidity. All treasury related transactions are carried out within the parameters of this policy.

Market risk

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.

NOTES TO AND FORMING PART OF THE
CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2022

The Group is exposed to currency risk arising from various currency exposures, primarily with respect to the United
States Dollar (USD), Arab Emirates Dirham (AED), Euro (EUR) and Chinese Yuan (CNY). Currently, the Group's foreign
exchange risk exposure is restricted to the amounts receivable from / payable to foreign entities. The Group's exposure
to currency risk is as follows:

2022 2021
Rs '000 Rs '000
uUSD
Trade and other payables (9,328,685)  (7,973,700)
Long term vendor liability (2,439,593)  (1,747,008)
License fee payable (14,114,921) (25,906,624)
Trade debts 28,409,020 17,864,236
Cash and bank balances 4,251,570 1,503,993
Net exposure 6,777,391 (16,259,103)
EUR
Trade and other payables (245,980) (150,516)
Trade debts 292,250 220,032
Long term vendor liability (30,888) -
Cash and bank balances 164,861 86,652
Net exposure 180,243 156,168
AED
Trade and other payables (4,351) (3,392)
CNY

Vendor liability (27,714,906) (25,714,980)

The following significant exchange rates were applied during the year:

2022 2021
Rupees per USD
Average rate 204.52 162.63
Reporting date rate 226.43 176.52
Rupees per EUR
Average rate 214.53 192.18
Reporting date rate 241.31 199.64
Rupees per AED
Average rate 55.68 44.28
Reporting date rate 61.65 48.06
Rupees per CNY
Average rate 30.32 25.24
Reporting date rate 32.57 27.70

(ii)

If the functional currency, at the reporting date, had fluctuated by 5% against the USD, AED, EUR and CNY with all other
variables held constant, the impact on profit after taxation for the year would have been Rs 737,038 thousand
(December 31, 2021: Rs 1,484,656 thousand) respectively higher / lower, mainly as a result of exchange gains / losses
on translation of foreign exchange denominated financial instruments. Currency risk sensitivity to foreign exchange
movements has been calculated on a symmetric basis

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 issuer, or factors affecting all similar financial
instruments traded in the market.

The Group is exposed to equity securities price risk because of the investments held by the Group in money market
mutual funds and classified on the consolidated statement of financial position as FVTPL. To manage its price risk

@ptel
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Financial assets include investments of 21,971,007 thousand (December 31, 2021: 12,082,206 thousand) which were 20|22 2921
. oo Rs '000 Rs '000
subject to price risk.
Long term loans and advances 1,307,997 1,476,477
If redemption price on mutual funds at the year end date, fluctuate by 5% higher / lower with all other variables held constant, Trade debts and contract assets 41,375,661 29,190,559
total comprehensive income for the year would have been 779,971 thousand (December 31, 2021: 428,918) higher / lower, Loans to banking customers 59,283,994 34,375,729
mainly as a result of higher / lower redemption price on units of mutual funds. Loans and advances 5,953,621 3,007,260
Deposits and other receivables 8,502,774 15,162,306
(iii) Interest rate risk Short term investments 143,912,508 46,564,520
Bank balances 14,417,065 13,268,241
Interest rate risk represents the risk that the fair value or future cash flows of a financial instrument will fluctuate because of 274,753,520 143,045,092

changes in market interest rates.

The credit risk on liquid funds is limited, because the counter parties are banks with reasonably high credit ratings. In
case of trade debts, the Group believes that it is not exposed to a major concentration of credit risk, as its exposure is
spread over a large number of counter parties and subscribers. Impairment loss on trade debts and contract assets
2022 2021 arising from contract with customers amounts to Rs 848,067 thousand (December 31, 2021: Rs 3,062,239 thousand).

Financial assets Rs '000 Rs '000

At the date of the consolidated statement of financial position, the interest rate profile of the Group's interest bearing financial
instruments at the year end :

The credit quality of bank balances and short term investments, 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:
Fixed rate instruments:

Staff loans 1,434,188 1,649,737 Rating
Short term investments 56,279,331 25,567,693 Rating
Bank balances - savings accounts 3,567,894 9,061,051 Short Long
61,281,413 36,278,481 term term Agency
Variable rate instruments: ) ,
Market treasury bills 87,633,177] [ 20,996,827 National Bank of Pakistan At AAA PACRA
Loans to banking customers 59,283,994| | 34,375,729 l?/l?lg Q'faftlufpifd 21 + ﬁﬁ; Eﬁgsﬁ
ank Limite -1+
146,917,171 55,372,556 MCB Islamic Bank Limited A1 A PACRA
208,198,584 91,651,037 Soneri Bank Limited A-1+ AA- PACRA
Habib Metropolitan Bank Limited A-1+ AA+ PACRA
2022 2021 The Bank of Punjab A1+ AA+ PACRA
il T SO As 000 Habib Bank Limited A+ AAA VIS
Askari Bank Limited A-1+ AA+ PACRA
Fixed rate instruments: Alligd Bank Limitgd A-1+ AAA PACRA
Deposits from banking customers 92,183,090 54,756,473 United Bank Limited A+ AAA VIS
Banklslami Pakistan Limited A-1 A+ PACRA
Floating rate instruments: Bank Al-Habib Limited A-1+ AAA PACRA
Long term loans from banks 154,435,398 80,876,473 Faysal Bank Limited A1+ AA PACRA
Long term vendor liability 18,358,897| | 15,544,513 Citi Bank, N.A P-1 Aa3 Moody's
License fee payable 12,634,844 24,854,533 Albaraka Bank (Pakistan) Limited A-1 A+ VIS
Short term running finance 40,799,207 8,227,208 Mobilink Microfinance Bank Limited A-1 A PACRA
226,228,346 129,502,727 Dubai Islamic Bank Pakistan Limited A-1+ AA VIS
318,411,436 184,259,200 JS Bank Limited A-1+ AA- PACRA
Sindh Bank Limited A-1 A+ VIS
Fair value sensitivity analysis for fixed rate instruments SME Bank Limited B CcCC PACRA
SilkBank Limited A-2 A- VIS
The Group does not account for any fixed rate financial assets and liabilities at fair value. Therefore, a change in interest rates Standard Chartered Bank (Pakistan) Limited A-1+ AAA PACRA
at the date of consolidated statement of financial position would not affect the total comprehensive income of the Group. Meezan Bank Limited A-1+ AAA VIS
The Bank of Khyber A-1 A+ VIS
Cash flow sensitivity analysis for floating rate instruments First Women Bank Limited A-2 A- PACRA
. ) ) ) ) Samba Bank Limited A-1 AA VIS
If |nterest rates on variable rqte |nstrumerjts of the Group, at the year end date, fluctuate by 1% higher / lower with all other U Microfinance Bank Limited A1 A+ VIS
variables held constant, proﬂt after thaﬂon for the year_would have been Rs 563,109 thous_and (Decembe_r 31, 2021: Rs Khushhali Microfinance Bank Limited A-1 At VIS
504,596 thousand) lower / higher, mainly as a result of higher / lower markup income on floating rate loans / investments. Telenor Microfinance Bank Limited A1 A A VIS

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

(b) 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 at the reporting date is as follows: (©) Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with financial liabilities.
The Group follows an effective cash management and planning policy to ensure availability of funds, and to take

appropriate measures for new requirements.
©ptel ©ptel mew
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The following are the contractual maturities of the Group's financial liabilities:

NOTES TO AND FORMING PART OF THE
CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2022

Measurement of fair value

Gross Less than One to five More than
amount one year years five years Valuation techniques and significant unobservable inputs
As at December 31, 2022 Rs. ‘000
Type Valuation technique Significant unobservable inputs  Sensitivity of input to fair value
Long term loans from banks 154,435,398 76,174,791 60,488,617 17,771,990
Lease liabilities 17,918,268 4,476,012 11,588,137 1,854,119 Non listed equity Discounted cash flows: The Long term discount rate 9% 1% (31 December 2021: 1%)
Security deposits 1,531,698 1,531,698 - - investments - Thuraya valuation model considers (31 December 2021: 10%) increase (decrease) in the
Long term vendor liability 59,835,318 15,915,561 43,919,757 - Satellite the present value of project- discount rate would decrease
Trade and other payables 83,375,722 83,375,722 - - Telecommunication ed cash flows, discounted (increase) the fair value by Rs
Interest accrued 1916 674 1916674 - - Company using long term discount rate 434,200 thousand (Rs 443,080
License fee payable 13:769:419 ‘164:459 13,026,416 578,544 that reflect the risk inherent to thousand) (31 December 2021:
Unpaid / Unclaimed Dividend 209.814 209,814 _ B the investment in these Rs 2,700 thousand (Rs 3,290
Short term running finance 40,799,207 40,799,207 - - equity instruments thousand) ).
Deposits from banking customers 92,183,090 90,910,070 1,273,020 -
490,268,545 339,767,945 130,295,947 20,204,653 Future free cash flows 1% (31 December 2021: 1%)
increase (decrease) in the
As at December 31, 2021 future free cash flows would
decrease (increase) the fair
Long term loans from banks 80,876,473 28,634,429 41,575,377 10,666,667 value by Rs. 1,887,690
Lease liabilities 18,256,320 3,388,099 11,270,175 3,598,046 thousand (Rs 1,819,700
Security deposits 1,364,880 1,364,880 - - thousand (31 December 2021:
Long term vendor liability 45,987,380 10,386,943 35,600,437 - Rs. 1,330 thousand (Rs 1,280
Trade and other payables 91,274,653 91,274,653 - - thousand) ).
Interest accrued 1,033,404 1,033,404 - -
License fee payable 25,816,770 4,809,781 20,474,092 532,897 . . . .
Unpaid / Unclaimed Dividend 210,317 210,317 B _ Non listed equity Discounted cash flows: The Long term discountrate 15.5% 1% (31 December 2021: 1%)
Short term running finan 8,227,208 8,227,208 ) B investments - Alcatel - valuation model considers (31 December 2021: 10%) increase (decrease) in the
Deposits from banking customers 54 756.473 53.432 764 1323 709 B Lucent Pakistan Limited  the present value of projected discount rate would decrease
i — — cash flows, discounted using (increase) the fair value by Rs
327,803,878 202,762,478 110,243,790 14,797,610

47.2

Fair value of financial instruments

The carrying values of all financial assets and liabilities reflected in the consolidated financial statements approximate
their fair values. Fair value is determined on the basis of objective evidence at each reporting date.

Fair value measurements are categorized into Level 1, 2 and 3 based on the degree to which the inputs to the fair value
measurements are observable and significance of the inputs to the fair value measurement in its entirety, which is as

follows:

Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2 - Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either

directly (i.e. as prices) or indirectly (i.e. derived from prices).

Level 3 - Inputs for the asset or liability that are not based on observable market data (i.e. unobservable inputs).

Details of the Group's assets / (liabilities) fair value hierarchy as at December 31 are as follows:

Interest rate Swap

long term discount rate that
reflect the risk inherent to the
investment in these equity
instruments

The fair value is calculated as

Future free cash flows

Not Applicable

171,010 thousand (Rs 173,890
thousand) (31 December 2021:
Rs 551,940 thousand (Rs
675,570 thousand) ).

1% (31 December 2021: 1%)
increase (decrease) in the
future free cash flows would
decrease (increase) the fair
value by Rs 760,880 thousand
(Rs 736,110 thousand) (31
December 2021:Rs. 238,160
thousand (Rs 230,110
thousand) ).

Not Applicable

Level 1 Level 2 Level 3 Total the present value of estimat-
Rupees '000 ed future cashflows
Long term other investments 2022 51,427 51,427
Market treasury bills 2022 - 54,768,770 - 54,768,770
Interest rate swap 2022 - - 913 913
Forward exchange contracts 2022 - (442,318) - (442,318)
Long term other investments 2021 - 51,427 51,427
Market treasury bills 2021 - 20,996,827 - 20,996,827
Interest rate swap 2021 - - (15,497) (15,497)
Forward exchange contracts 2021 - 1,492,975 - 1,492,975
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Financial liabilities as per
consolidated statement of
financial position

Amortized cost

Loans from banks 80,876,473
Subordinated debts 598,920
Vendor liability 45,987,380
Trade and other payables 91,274,653
Security deposits 1,364,880
Unpaid / unclaimed dividend 210,317
License fee payable 25,816,770
Lease liabilities 18,256,320
Interest accrued 1,033,404
Short term running finance 8,227,208

FVOCI - FVTPL - FVTPL - FVOCI - Financial 47.4 Capital Risk Management
_ o equity equity debt debt assets at Total
47.3 Flnan0|gl instruments by instruments  instruments  instruments  instruments  amortized The Board’s policy is to maintain an efficient capital base so as to maintain investor, creditor and market confidence, and to
categories - 2022 Rs 000 cost sustain the future development of the Group's business. The Board monitors the return on capital employed, which the Group
] ) ) s defines as operating income divided by total capital employed. The Board also monitors the level of dividends to ordinary
Financial assets as per consolidated shareholders.
statement of financial position
) The Group's objectives when managing capital are:
Long term other investments 51,427 - - - 51,427
Debt securities- treasury bills - - 20,326,564 34,442,206 - 54,768,770 (i) to safeguard the Group's ability to continue as a going concern, so that it can continue to provide returns for shareholders
Long term loans and advances - - - 7,261,518 7,261,518 and benefits for other stakeholders: and
Trade debts and contract assets - - - 41,375,661 41,375,661 '
Loans to banking customers - - - 59,283,994 59,283,994 (i) to provide an adequate return to shareholders.
Receivable from the
Government of Pakistan - - - 2164072 2,164,072 The Group manages the capital structure in the context of economic conditions and the risk characteristics of the underlying
Other receivables i - - 8502774 8,502,774 assets. In order to maintain or adjust the capital structure, the Group may, for example, adjust the amount of dividends paid to
Short term investments = 21 ,971 ,007 53,389,725 1,510,561 12,272,445 89,143,738 shareholders. issue new shares. or sell assets to reduce the debt.
Cash and bank balances - - - 16,533,094 16,533,094 ' ’
U Bank
Financial liabilities as per
c%psolld.atled ngtement of A ized As per amendments on Prudential Regulations (R-1) issued vide BPRD Circular No. 10 of 2015 dated 3 June 2015, the minimum
inancial position mortized cost paid up capital requirement (MCR), free of losses for Microfinance Banks operating at national level is Rs. 1,000,000 thousand
as at 31 December 2022. As of 31 December 2022, the net equity of U Bank stood at Rs 6,029,000 thousand (2021: Rs
Loans from Banks 154,435,398 7,491,000 thousand)
Subordinated debts 449,100 ' ' ’
\T/er:jdor llzb”t';y bl 1822282;3 The capital of U Bank is managed keeping in view the minimum CAR (15%) required by the Prudential Regulations for
Sra e_?nd © e_rtpaya es 115311698 Microfinance Banks / Institutions. The adequacy of the capital is tested with reference to the risk-weighted assets of U Bank.
Uecurgy/ eplos_l N d dividend Y2091814 The calculation of capital adequacy enables U Bank to assess the long-term soundness. As U Bank conducts business on a
npaid / unclaimed dividen ' wide area network basis, it is critical that U Bank continuously monitor the exposure across the entire organization.
License fee payable 13,769,419
:_net:f:sltlitélgifsd 1:812232 As at 31 December 2022, U Bank’s Capital adequacy ratio (CAR) was appropriately 15.85% (2021: 18.50%) of its weighted
Short term running finance 40799 207 exposure, as against the minimum requirement of 15% prescribed by SBP.
48. Employees' Provident Funds
FVOCI - FVTPL - FVTPL - Financial
~ equity ~ equity ~ debt ) assets at Total Investments out of the provident funds have been made in accordance with the provisions of section 218 of the Companies
Financial instruments by instruments  instruments instruments  instruments amortized Act, 2017 and the rules formulated for this purpose.
categories - 2021 Rs 000 cost
) . . 49.  Transactions with related parties
Financial assets as per consolidated
statement of financial position The Government of Pakistan and Etisalat International Pakistan (EIP), UAE are the majority shareholders of the Group.
Long term other investments 51,427 i _ _ _ 51,427 Additionally, the IGroup's associate T.F. Pipes Limited, Directors, Chief Executive, Key management personnel and employees
Debt securities- treasury bills a B - 20,996,827 - 20,996,827 retirement benefits are also related parties of the Group. The remuneration of the Directors, Chief Executive and Executives is
Long term loans and advances - . - - 4,483,737 4,483,737 given in note 45 fo these Consqlldateq Financial Statements. The amounts due from and due fo these related parties are
Trade debts and contract assets _ , _ - 29,190,559 29,190,559 disclosed in the respective notes including note 12, 13, 16, 23, 24, 27, 29, 30, 31 and 32. The Holding Company has also issued
Loans to banking customers - . - - 347375729 34,375,729 a Iettqr of comfort anq corporate guarantee in favour of PTML as disclosed in note 19.17. The Group had transactions with the
Receivable from the following related parties during the year:
Government of Pakistan - - - - 2,164,072 2,164,072
Other receivables - - - - 15,162,306 15,162,306
Short term investments - 12,082,206 - 5,735,487 7,750,000 25,567,693
Cash and bank balances - - - - 14219595 14,219,595
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Aggregate % of
i Shareholding in the
Farticulars Holding Co%pany Details of Transactions with related parties
2022 2021
Rs '000 Rs '000
Shareholders 62.18%
The Government of Pakistan 26% Shareholders
Etisalat International Pakistan
Technical services assistance fee 5,011,850 4,816,891
Associated undertakings
Emirates Telecommunication Corporation - Ultimate Parent Company Associates
Etisalat - Afghanistan Not applicable s )
Etihad Etisalat Company Not applicable ale of goods and services 6,716,693 4,642,156
Etisalat - Egypt Not applicable Purchase of goods and services 1,048,884 651,539
Etisalat - Nigeria Not applicable
Emirates Data Clearing House Not applicable Expenses reimbursed to Pakistan
TF Pipes Limited Not applicable MNP Database (Guarantee) Limited 24,000 32,250
Telelcom Foundation o Not applfcable Rentals paid to Pakistan Telecommunication Employees Trust (PTET) 756,023 687,294
Pakistan MNP Database (Guarantee) Limited Not applicable
Employees retirement benefit plan
Contribution to PTET 822,813 807,959
Employees retirement benefit plans o .
Pakistan Telecommunication Employees Trust Not applicable Contribution to Gratuity Fund 475,956 423,121
PTCL - General Provident Fund Trust Not applicable Contribution to Provident Fund 172,905 196,829
PTML - Employees Provident Fund Not applicable
PTCL - Employees Gratuity Fund Not applicable Other related party
PTML - Employees Gratuity Fund Not applicable . o
U Bank - Employees Provident Fund Not applicable Charge under license obligations 2,084,764 1,744,046

U Bank - Employees Gratuity Fund

Other related parties

Not applicable

50.

Operating segment information

50.1 Management has determined the operating segments based on the information that is presented to the Board of Directors for

Pakistan Telecommunication Authority Not applicable . . ) ) . . ; .
Universal Service Fund - The Government of Pakistan Not applicable allocation of resources and assessment of performance. The Group is organized into three operating segments i.e. fixed line
National ICT R&D Fund Not applicable communications (Wireline), wireless communications (Wireless) and banking. The reportable operating segments derive their
Pakistan Electronic Media Regularity Authority Not applicable revenue primarily from voice, data and other services.

50.2 The Board of Directors monitor the results of the above mentioned segments for the purpose of making decisions about the

Chief Executive, directors and key management personnel

The Group also has transactions with Chief Executive Officer, directors and other key management personnel which are
disclosed in note 24 and 45 to these financial statements.

Following particulars relate to the Holding and associated companies incorporated outside Pakistan with whom the Group had

entered into transactions during the year:

Names

Holding Company
Etisalat International Pakistan

Associated Companies
Emirates Telecommunication Corporation
Etisalat - Afghanistan
Etihad Etisalat Company (Mobily)
Etisalat - Nigeria
Emirates Data Clearing House

Country of
Incorporation

Basis of Association

United Arab Emirates

United Arab Emirates
Afghanistan

Kingdom of Saudi Arabia
Nigeria

United Arab Emirates

Holding Company

Associate of the Holding Company
Associate of the Holding Company
Associate of the Holding Company
Associate of the Holding Company
Associate of the Holding Company
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50.3 The segment information for the reportable segments is as follows: 51.  Number of employees
2022 2021
(Number) (Number)
Wireline Wireless Banking Total
Rs '000 Rs '000 Rs '000 Rs '000 Total number of persons employed at year end 21,425 21,852
Year ended December 31, 2022 Average number of employees during the year 21,432 21,812
Segment revenue 81,325,484 62,396,275 14,966,147 158,687,906 52.  Offsetting of financial assets and liabilities
Inter - segment revenue (5,670,912) (1,372,528) (738) (7,044,178) Gross amounts Amount not in Net as per
Revenue from external customers 75,654,572 61,023,747 14,965,409 151,643,728 subject Offset Net amount scope of _ statement of
to offsetting offsetting financial position
Segment results 8,597,403 (18,635,941) 2,249,956 (7,788,582) Rs '000 Rs '000 Rs '000 Rs '000 Rs '000
As at December 31, 2022
Year ended December 31, 2021 Trade debts 32,344,423  (6,953,681) 25,390,742 24,501,688 49,892,430
Trade creditors (7,955,008) 6,953,681 (1,001,327) (18,611,279) (19,612,606)
Segment revenue 74,328,780 58,806,476 11,050,433 144,185,689
Inter - segment revenue (5,159,621) (1,400,273) (349) (6,560,243)
Revenue from external customers 69,169,159 57,406,203 11,050,084 137,625,446 As at December 31, 2021
Segment results 6,672,664 (5,208,436) 1,111,037 2,575,265 Trade debts 23,144,418  (7,564,956) 15,579,462 21,267,135 36,846,597
Trade creditors (8,144,923) 7,564,956 (579,967) (138,079,179) (13,659,146)
Information on assets and liabilities of the segments is as follows:
Wireline Wireless Banking Total . .
Rs '000 Rs '000 Rs '000 Rs '000 53. Date of authorization for issue
As at December 31, 2022
These consolidated financial statements were authorized for issue by the Board of Directors of the Holding Company on
Segment assets 219,832,894 204,880,573 218,673,777 643,387,244 February 15, 2023.
Segments liabilities 173,303,293 180,804,295 212,104,892 566,212,480
As at December 31, 2021
Segment assets 184,828,498 193,039,942 102,974,597 480,843,037
Segments liabilities 132,033,093 166,394,841 94,310,334 392,738,268
50.4 Other segment information is as follows: o ) )
Wireline Wireless Banking Total
Rs '000 Rs '000 Rs '000 Rs '000
Year ended December 31, 2022
Depreciation 15,321,580 12,827,767 487,269 28,636,616
Amortization 603,229 6,338,094 64,556 7,005,879
Finance cost (1,016,642) 23,267,660 7,453,844 29,704,862
Interest income 275,869 37,556 7,076,829 7,390,254
Income tax expense 4,325,356 (9,114,354) 155,914 (4,633,084)
Year ended December 31, 2021
Depreciation 14,787,269 12,013,366 404,964 27,205,599
Amortization 499,678 4,209,836 50,374 4,759,888
Finance cost 328,844 8,894,494 2,272,855 11,496,193
Interest income 784,417 (92,501) 2,183,924 2,875,840
Income tax expense 2,723,453 (2,129,683) 217,998 811,768
50.5 The Group's customer base is diverse with no single customer accounting for more than 10% of net revenues.
50.6 The amounts of revenue from external parties, total segment assets and segment liabilities are measured in a manner E\N\N\'

consistent with that of the financial information reported to the Board of Directors.
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PATTERN OF PATTERN OF
SHAREHOLDING SHAREHOLDING

AS AT DECEMBER 31, 2022 AS AT DECEMBER 31, 2022
No. of Shareholdings Total Shares No. of Shareholdings Total Shares
Shareholders From To held Shareholders From To held

24,569 1 100 2,418,449 2 275,001 280,000 556,500

8,773 101 500 2,729,080 3 290,001 295,000 884,000

2,876 501 1,000 2,552,087 11 295,001 300,000 3,296,000

3,436 1,001 5,000 9,539,507 1 300,001 305,000 300,500

1,153 5,001 10,000 9,542,119 2 305,001 310,000 620,000

452 10,001 15,000 5,896,897 1 315,001 320,000 319,500

334 15,001 20,000 6,201,876 1 320,001 325,000 325,000

238 20,001 25,000 5,626,098 2 325,001 330,000 651,732

157 25,001 30,000 4,459,675 4 330,001 335,000 1,334,000

81 30,001 35,000 2,683,400 1 335,001 340,000 337,500

83 35,001 40,000 3,232,698 3 345,001 350,000 1,050,000

44 40,001 45,000 1,896,371 1 350,001 355,000 353,900

144 45,001 50,000 7,156,608 1 365,001 370,000 367,500

35 50,001 55,000 1,884,801 1 370,001 375,000 375,000

41 55,001 60,000 2,421,200 1 375,001 380,000 376,000

29 60,001 65,000 1,812,780 1 385,001 390,000 387,073

26 65,001 70,000 1,786,500 1 390,001 395,000 392,500

27 70,001 75,000 2,008,600 5 395,001 400,000 2,000,000

22 75,001 80,000 1,724,600 1 405,001 410,000 410,000

13 80,001 85,000 1,086,264 2 410,001 415,000 826,500

22 85,001 90,000 1,956,806 1 420,001 425,000 420,500

15 90,001 95,000 1,390,000 1 425,001 430,000 430,000

90 95,001 100,000 8,983,528 2 430,001 435,000 864,000

10 100,001 105,000 1,023,000 1 435,001 440,000 436,000

16 105,001 110,000 1,734,250 5 445,001 450,000 2,250,000

9 110,001 115,000 1,021,500 2 460,001 465,000 928,000

8 115,001 120,000 948,000 2 470,001 475,000 947,800

13 120,001 125,000 1,609,306 2 475,001 480,000 955,200

4 125,001 130,000 514,300 1 485,001 490,000 485,500

8 130,001 135,000 1,067,540 7 495,001 500,000 3,500,000

11 135,001 140,000 1,522,992 2 505,001 510,000 1,017,877

5 140,001 145,000 713,200 1 510,001 515,000 511,500

20 145,001 150,000 2,985,531 2 520,001 525,000 1,050,000

4 150,001 155,000 610,500 2 535,001 540,000 1,078,500

9 155,001 160,000 1,429,517 2 545,001 550,000 1,100,000

6 160,001 165,000 973,000 1 555,001 560,000 560,000

3 165,001 170,000 509,500 1 565,001 570,000 567,500

4 170,001 175,000 700,000 4 595,001 600,000 2,399,500

5 175,001 180,000 887,100 1 600,001 605,000 604,000

3 180,001 185,000 547 117 2 605,001 610,000 1,215,000

4 185,001 190,000 751,500 2 645,001 650,000 1,300,000

1 190,001 195,000 195,000 1 650,001 655,000 651,000

30 195,001 200,000 5,999,000 1 670,001 675,000 674,000

3 200,001 205,000 607,000 1 690,001 695,000 690,400

5 205,001 210,000 1,047,500 1 695,001 700,000 700,000

3 210,001 215,000 642,000 1 700,001 705,000 705,000

3 215,001 220,000 651,500 1 715,001 720,000 720,000

5 220,001 225,000 1,115,000 1 745,001 750,000 750,000

2 225,001 230,000 453,500 1 780,001 785,000 783,500

3 230,001 235,000 700,678 3 795,001 800,000 2,400,000

3 235,001 240,000 714,384 1 825,001 830,000 829,500

1 240,001 245,000 245,000 1 835,001 840,000 838,000

8 245,001 250,000 1,994,000 1 860,001 865,000 864,000

2 250,001 255,000 502,500 1 865,001 870,000 870,000

3 255,001 260,000 771,500 1 880,001 885,000 884,000

3 265,001 270,000 804,500 1 895,001 900,000 900,000

3 270,001 275,000 823,500 2 920,001 925,000 1,846,000
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AS AT DECEMBER 31, 2022
No. of

Shareholdings

Total Shares

Shareholders From To held
1 935,001 940,000 936,000
1 965,001 970,000 965,400
4 995,001 1,000,000 4,000,000
1 1,000,001 1,005,000 1,001,000
1 1,005,001 1,010,000 1,010,000
1 1,080,001 1,085,000 1,083,103
2 1,145,001 1,150,000 2,295,700
3 1,195,001 1,200,000 3,600,000
1 1,245,001 1,250,000 1,250,000
1 1,250,001 1,255,000 1,251,500
1 1,305,001 1,310,000 1,306,000
1 1,325,001 1,330,000 1,326,000
1 1,395,001 1,400,000 1,400,000
1 1,415,001 1,420,000 1,420,000
1 1,450,001 1,455,000 1,451,000
2 1,495,001 1,500,000 3,000,000
2 1,530,001 1,535,000 3,064,000
1 1,560,001 1,565,000 1,564,500
1 1,610,001 1,615,000 1,614,000
1 1,670,001 1,675,000 1,670,500
1 1,695,001 1,700,000 1,700,000
1 1,805,001 1,810,000 1,810,000
1 1,845,001 1,850,000 1,850,000
1 1,890,001 1,895,000 1,894,500
3 1,995,001 2,000,000 6,000,000
1 2,005,001 2,010,000 2,010,000
1 2,025,001 2,030,000 2,029,500
1 2,095,001 2,100,000 2,100,000
1 2,145,001 2,150,000 2,148,500
1 2,180,001 2,185,000 2,180,500
2 2,195,001 2,200,000 4,400,000
1 2,345,001 2,350,000 2,350,000
1 2,395,001 2,400,000 2,400,000
1 2,435,001 2,440,000 2,439,884
1 2,615,001 2,620,000 2,617,562
1 2,995,001 3,000,000 3,000,000
1 3,080,001 3,085,000 3,084,050
1 3,095,001 3,100,000 3,099,500
1 3,140,001 3,145,000 3,143,000
1 3,220,001 3,225,000 3,220,500
1 3,265,001 3,270,000 3,265,500
1 3,345,001 3,350,000 3,347,600
1 3,380,001 3,385,000 3,384,139
1 3,895,001 3,900,000 3,900,000
3 3,995,001 4,000,000 12,000,000
1 4,030,001 4,035,000 4,033,500
1 4,215,001 4,220,000 4,219,000
1 4,495,001 4,500,000 4,500,000
1 4,695,001 4,700,000 4,700,000
1 5,335,001 5,340,000 5,340,000
1 5,495,001 5,500,000 5,500,000
1 6,395,001 6,400,000 6,400,000
1 6,515,001 6,520,000 6,518,500
1 6,545,001 6,550,000 6,549,000
1 6,620,001 6,625,000 6,625,000
1 6,815,001 6,820,000 6,818,000
1 8,995,001 9,000,000 9,000,000
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PATTERN OF
SHAREHOLDING

AS AT DECEMBER 31, 2022

No. of Shareholdings Total Shares
Shareholders From To held

1 11,590,001 11,595,000 11,595,000
1 13,540,001 13,545,000 13,544,500
1 15,405,001 15,410,000 15,407,500
1 33,620,001 33,625,000 33,625,000
1 52,325,001 52,330,000 52,325,854
1 55,890,001 55,895,000 55,893,800
1 57,060,001 57,065,000 57,060,074
1 196,385,001 196,390,000 196,387,991
1 407,805,001 407,810,000 407,809,524
1 918,190,001 918,195,000 918,190,476
1 2,974,680,001 2,974,685,000 2,974,680,002

43,069 5,100,000,000
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CATEGORIES OF
SHAREHOLDERS

FOR THE YEAR ENDED DECEMBER 31, 2022

INFORMATION OF
SHAREHOLDERS

FOR THE YEAR ENDED DECEMBER 31, 2022

S.No. Categories of Shareholders No. of Shares Held Percentage Sr.
Shareholders No. Shareholder's category Number of Number of
1. Directors, Chief Executive Officer, Sharehoders share held
and their spouses and minor children 9 9 0.00 i.  Associated Companies, Undertaking and Related Parties
2. President of Pakistan 2 3,171,067,993 62.18
3. Associated Companies, Undertakings and ETISALAT INTERNATIONAL PAKISTAN (LLC) - FIRST CDC ACCOUNT 1 918190476
related Parties 2 1,326,000,000 26.00 ETISALAT INTERNATIONAL PAKISTAN (LLC) SECOND CDC ACCOUNT 1 407809524
4. NIT and ICP 2 3,000 0.00 TOTAL >> 2 1,326,000,000
5. Banks, Development Financial Institutions,
Non Banking Financial Institutions 20 108,462,587 2.13 ii.  Mutual Funds
6. Insurance Companies 16 105,681,936 2.07 COC - TRUSTEE ABL STOCK FUND ; 4500
7. Modarabas and Mutual Funds 7 9,381,743 0.18 CDC - TRUSTEE AKD INDEX TRACKER FUND 1 157,017
8. Shareholders holding 10% 4 4,497,067,993 88.18 CDC - TRUSTEE AKD OPPORTUNITY FUND 1 35 000
9. General Public : CDC - TRUSTEE GOLDEN ARROW STOCK FUND 1 207,500
a. local 42 577 245,033,560 4.80 CDC - TRUSTEE NATIONAL INVESTMENT (UNIT) TRUST 1 2,439,884
b .Foreign 193 126,800 0.00 CDC - TRUSTEE NIT STATE ENTERPRISE FUND 1 1,083,103
10 Others 531 134,292,372 563 CDC - TRUSTEE NIT-EQUITY MARKET OPPORTUNITY FUND 1 3,384,139
- - DCCL - TRUSTEE AKD ISLAMIC STOCK FUND 1 864,000
Total (eXClUd|ng . shareholders hOldlﬂg 10%) 43,069 5,100,000,000 100.00 MCBFSL - TRUSTEE ABL ISLAMIC STOCK FUND 1 5000
TOTAL>> 9 8,190,143
Trades in PTCL Shares
The Directors, Chief Executive Officer, Chief Finanical Officer, Company Secretary, Head of Internal Audit and their ii.  Directors and their spouses
spouses and minor children have not traded in PTCL shares during the year ended December 31, 2022.
MR. MOHSIN MUSHTAQ CHANDNA 1 1
MR. ABDULRAHIM A. AL NOORYANI 1 1
MR. HATEM DOWIDAR 1 1
MR. AHAD KHAN CHEEMA 1 1
MR. HAMED YAQOOB SHEIKH 1 1
DR. IRAM ANJUM KHAN 1 1
MR. MIKHAIL GERCHUK 1 1
DR. MOHAMED KARIM BENNIS 1 1
MR. BURAK SEVILENGUL 1 1
TOTAL >> 9 9
Executives
TOTAL>> -
Public Sector Companies and Corporations
TOTAL >> 4 113,627,274
Banks, Development Financial Institutions, Non-Banking Financial Institutions,
Insurance Companies, Takaful, Modaraba and Pension Funds
TOTAL >> 51 167,782,126
Shareholders holding five percent or more voting
Rights in the Listed Company
ETISALAT INTERNATIONAL PAKISTAN (LLC) - FIRST CDC ACCOUNT 1 918,190,476
ETISALAT INTERNATIONAL PAKISTAN (LLC) SECOND CDC ACCOUNT 1 407,809,524
PRESIDENT OF PAKISTAN 1 2,974,680,002
PRESIDENT OF PAKISTAN 1 196,387,991
TOTAL 4 4,497 067,993
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NOTICE OF THE
TWENTY EIGHTH ANNUAL GENERAL MEETING

Notice is hereby given that the twenty eighth Annual General Meeting (the ‘meeting’) of Pakistan Telecommunication
Company Limited (the ‘Company’) will be held on Friday, April 28, 2023 at 10:30 a.m. at PTCL Office, Sector G-8/4,
Islamabad, to transact the following business:

A. Ordinary Business

1. To confirm minutes of the 27th Annual General Meeting held on April 28, 2022.

2. Toreceive, consider and adopt the Audited Accounts for the year ended December 31, 2022, together with the
Auditors’ and Directors’ reports.

3. To appoint Auditors for the financial year ending December 31, 2023 and to fix their remuneration.
B. Special Business
4. To obtain approval/consent of the shareholders pursuant to the provisions of SRO No. 389(1)/2023 dated March 21,
2023 issued by Securities and Exchange Commission of Pakistan for circulation of Company’s annual audited
financial statements through QR enabled code and weblink.

5. To transact any other business with the permission of the Chair.

By order of the Board

Saima Akbar Khattak
Company Secretary
Islamabad
Dated: April 06, 2023.
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NOTICE OF THE
TWENTY EIGHTH ANNUAL GENERAL MEETING

Notes:
1. Participation in the Annual General Meeting
A Coronavirus Contingency Planning for the Annual General Meeting

In compliance with the instructions of Securities and Exchange Commission of Pakistan (the ‘Commission’) promulgated
vide its various Circulars, the Members are encouraged to attend the AGM through video-link or by consolidating their
attendance through proxies. The Members who are willing to attend and participate at the AGM through video-link are
required to register their particulars by sending an email at company.secretary@ptclgroup.com. Such Members are
requested to register by providing their credentials i.e. Name, Folio Number, Scanned copy of CNIC (both sides), Cell
Phone Number and Number of Shares held in their name through email with subject ‘Registration for PTCL's AGM'. Video
link and login details will be shared with only those Members whose emails, containing all the required particulars, are
received at the given email address before 05:00 p.m. on April 26, 2023. The Members can also provide their comments
and suggestions related to the agenda items of the AGM at email address: company.secretary@ptclgroup.com

The Company will follow the best practices and comply with the instructions of the Government and the Commission to
ensure protective measures are in place for wellbeing of its Members.

B Any member of the Company entitled to attend and vote at this meeting may appoint another person as his/her proxy to
attend and vote on his/her behalf. A corporate entity, being a member, may appoint any person, regardless of whether
he is a member or not, as its proxy. In case of corporate entities, a resolution of the Board of Directors /Power of Attorney
with specimen signatures of the person nominated to represent and vote on behalf of the corporate entity shall be
submitted to the Company along with a completed proxy form. Proxies in order to be effective must be received by the
Company at the Registered Office not less than 48 hours before the time fixed for holding the meeting.

2. Closure of Share Transfer Books

The Share Transfer Books of the Company will remain closed from April 19, 2023 to April 28, 2023 (both days inclusive).
Transfers received by our Share Registrar, FAMCO Associates (Pvt.) Limited at 8-F, Near Hotel Faran, Nursery, Block-6,
P.E.C.H.S., Shahra-e-Faisal, Karachi at the close of business on April 18, 2023 will be treated in time for the purpose to
attend the Annual General Meeting.

3. Change of Address

Members holding shares in physical form are requested to notify any change in address immediately to our Share
Registrar, FAMCO Associates (Pvt.) Limited. Members holding shares in CDC/Participants accounts are requested to
update their addresses with CDC or their Participants/Stock Brokers.

4, Notice to shareholders who have not provided their CNICs

As per directives of the Securities and Exchange Commission of Pakistan (“SECP”) issued vide S.R.O No. 831(l)/2012
dated July 5, 2012, the dividend warrants should bear the Computerized National Identity Card Number (“CNIC”) of the
registered shareholder or the authorized person, except in case of minor(s) and corporate shareholder(s). Members who
have not yet submitted photocopies of their valid CNICs are once again requested to provide the same with their
respective folio numbers to Company’s Share Registrar, FAMCO Associates (Pvt.) Limited to ensure disbursement of
their dividend withheld with the Company. Members holding shares in CDC/Participants accounts are also requested to
update their CNIC/NTN with CDC or their Participants/Stock Brokers.

5. Payment of dividend electronically (e-mandate)

Under the provisions of Section 242 of the Companies Act, 2017, it is mandatory for a listed Company to pay cash
dividend to its shareholders only through electronic mode directly into bank account designated by the entitled
shareholders.

In order to receive dividends directly into their bank account, shareholders holding shares in physical form are
requested to fill in Electronic Credit Mandate Form available on Company’s website and send it duly signed along with
a copy of CNIC to the Company’s Share Registrar, FAMCO Associates (Pvt.) Limited at 8-F, Near Hotel Faran, Nursery,
Block-6, P.E.C.H.S., Shahra-e-Faisal, Karachi.
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Shareholders who hold shares with CDC or Participants/ Stock Brokers, are advised to provide the mandate to CDC or
their Participants/ Stock Brokers.

Further Guidelines for CDC Account Holders

CDC account holders will have to follow the guidelines issued by the SECP through its Circular 1 of January 26, 2000,
stated herein below:

A. For Attending the Meeting

(i) Incase of individuals, the account holder or sub account holder and/or the person whose securities are in group
account and their registration details are uploaded as per the Regulations, shall authenticate his/her identity by
showing his/her original CNIC or original passport at the time of attending the Meeting.

(i) In case of corporate entity, a resolution of the Board of Directors / Power of Attorney with specimen signature of
the nominee shall be produced (unless the same has been provided to the Company earlier) at the time of the
Meeting.

B. For appointing Proxies

(i) Incase of individuals, the account holder or sub-account holder and/or the person whose securities are in group
account and their registration details are uploaded as per the Regulations shall submit the proxy form as per the
above requirement.

(i)  The proxy form shall be witnessed by two persons, whose names, addresses and CNIC numbers shall be stated
on the proxy form.

(i) Attested copies of CNICs or passports of the beneficiary owner and the proxy shall be attached with the proxy form.

(iv) The proxy shall produce his/her original CNIC or original passport at the time of the Meeting.

(v) Incase of corporate entity, a resolution of the Board of Directors/ Power of Attorney with specimen signature should
be submitted along with the proxy form to the Company.

Consent for Video Conference Facility

Members can also avail video conference facility in Karachi & Lahore. In this regard please fill the following and submit
to registered address of the Company at least 10 days before holding of the meeting.

The video facility will be provided only if the Company receives consent from members holding in aggregate 10% or
more shareholding residing at Karachi or Lahore, to participate in the meeting through video conference at least 10 days
prior to date of meeting, the Company will arrange video conference facility in that city subject to availability of such
facility in that city.

The Company will intimate members regarding venue of video conference facility at least 5 days before the date of
meeting along with complete information necessary to enable them to access such facility.

I/we of , being a member of Pakistan Telecommunication Company Limited holder of
Ordinary Shares(s) as per Register Folio No. hereby opt for video conference facility at

Signature of member
Electronic transmission of Audited Financial Statements and Notice of AGM

The shareholders of the Company in their general meeting held on April 27, 2017 consented to receive audited financial
statements along with notice of annual general meeting electronically through CD/DVD/USB instead of receiving the
same in hard copies. Soft copies of the Annual Audited Financial Statements and Notice of the AGM are available on
Company’s official website www.ptcl.com.pk.
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10.

Deduction of withholding tax on the amount of dividend

The following information is being disseminated for information of the members in accordance with the instructions of the
SECP promulgated vide its Circular No. 19/2014 of October 24, 2014;

(i) The Government of Pakistan through Finance Act has made certain amendments in section 150 of the Income Tax
Ordinance, 2001 whereby different rates are prescribed for deduction of withholding tax on the amount of dividend
paid by the companies. These tax rates are as under:

(a) For filers of income tax returns: 15%
(b) For non-filers of income tax returns: 30%

All shareholders whose names are not entered into the Active Tax-pavers List (ATL) provided on the website of FBR,
despite the fact that they are filers, are advised to make sure that their names are entered into ATL before the date
for payment of future cash dividend otherwise tax on their cash dividend will be deducted as per the rates
prescribed by the authority.

(i) For any further query / problem / information, the investors may contact Company’s Share Registrar FAMCO
Associates (Pvt.) Limited, 8-F Near Hotel Faran, Nursery, Block-6, P.E.C.H.S., Shahra-e-Faisal, Karachi
(Ph. # +9221- 34380101 and +9221-34380102. Email: info.shares@famco.com.pk).

(iii) The corporate shareholders having CDC accounts are required to have their National Tax Number (“NTN”) updated
with their respective participants, whereas corporate physical shareholders should send a copy of their NTN
certificate to Company or its Share Registrar, FAMCO Associates (Pvt.) Limited. The shareholders while sending
NTN or NTN certificates, as the case may be, must quote company name and their respective folio numbers.

Conversion of physical shares into book entry form

Pursuant to the provisions of Section 72(2) of the Companies Act, 2017, Shareholders having physical shareholding are
encouraged to open a CDC Sub - Account with any authorized Broker or Investor Account directly with CDC, to convert
their existing physical shares into scrip less form. It would be pertinent to note that per the existing regulations of the
Pakistan Stock Exchange Limited, trading of physical shares is not permitted. Conversion of physical shares into scrip
less form will facilitate the shareholders in many ways e.g. safe custody and ease of sale or purchase of shares at their
convenience.

Statement under Section 134(3) of the Companies Act, 2017

This statement sets out the material fact concerning special business to be transacted at the twenty eighth Annual
General Meeting of Pakistan Telecommunication Company Limited (the “Company”) to be held on April 28, 2023.

Pursuant to the provisions of the SRO No. 389(1)/2023 dated March 21, 2023 issued by Securities and Exchange
Commission of Pakistan (“SECP”), the Company is required to obtain the approval of its shareholders for circulation of
its annual audited financial statements through QR enabled code and weblink. Accordingly, the following draft resolution
with or without amendments has been proposed for approval of the shareholders in the general meeting.

Resolved that the Company Secretary be and is hereby authorized to circulate Company’s annual audited financial
statements together with reports and documents required to be annexed thereto to its shareholders through QR enabled
code and weblink.

The Directors of the Company have no direct or indirect interest in the special business. The special business is only
proposed to comply with the relevant provisions of the SRO issued by the SECP.
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PROXY optel

PAKISTAN TELECOMMUNICATION COMPANY LIMITED

|/ We

of

being a member of Pakistan Telecommunication Company Limited, and a holder of

Ordinary Shares as per Share Register Folio No. and / or CDC Participant I.D. No.

hereby appoint Mr./Mrs./Miss

of as my / our proxy to vote for me / us and on my / our behalf
at the Twenty Eight Annual General Meeting of the Company to be held on Friday, April 28, 2023 at 10:30 a.m. and at any
adjournment thereof.

Signed this day of 2023.

Five Rupees
Revenue stamp

For beneficial owners as per CDC List.

To,

The Company Secretary,

Pakistan Telecommunication Company Limited
Room # 17, Plot # 55-C, Ufone Tower,

Jinnah Avenue, Blue Area, Islamabad-44000

AFFIX
CORRECT
POSTAGE

1. Witness 2.  Witness
Signature Signature
Name Name
Address Address
CNIC No. - - CNIC No. - -
or Passport No. or Passport No.
Notes:

i) The proxy need not be a member of the Company. iv) If a proxy is granted by a member who has
deposited his / her shares into Central Depository
Company of Pakistan Limited, the proxy must
be accompanied with participant’s ID number
and account / sub-account number along with
attested copies of the Computerized National
Identity Card (CNIC) or the Passport of the
beneficial owner. Representatives of corporate
i) Signature of the appointing member should match members should bring the usual documents

with his / her specimen signature registered with required for such purpose.

the Company.

i) The instrument appointing a proxy must be duly
stamped, signed and deposited at the office of
the Company Secretary, PTCL Head Office, Room
# 17, Plot # 55-C, Ufone Tower, Jinnah Avenue,
Blue Area, Islamabad, not less than 48 hours
before the time fixed for holding the meeting.
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