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BEFORE THE APPELLATE TRIBUNAL, SINDH REVENUE BOARD AT-

KARACHI
DOUBLE BENCH-|
APPEAL NO. AT-01/2020

Assistant Commissioner SRB, (Unit-28)
09" Floor, Shaheen Complex Building
M.R. Kiyani Road Karachi

.............................................................................. Appellant
Versus

M /s Axact (Private) Limited, Karachi

114-116C, Jami Commercial Street # 13,

Phase-VlI, Defense Housing Authority,

KBPATIE o enemonmabo ot ai ionsn sl R S 65 5 NGB SRR SRS 55 S G VS Respondent

Date of filing of Appeal 13.01.2022

Date of hearing 24.08.2022

Date of Order 13.10.2022

Mr. Liagat Bajeer AC, (Unit-28)-SRB, and Ms. Umi Rabbab AC-DR, SRB for
appellant

ORDER

the OIA) No.203/2019 dated 28.12.2019 passed by the Commissioner (Appeals) in
Appeal NO. 85/2018 filed by the Appellant against the Order-in-Original

(hereinafter referred to as the OlO) No. 163/2018 dated 19.03.2018 passed by Ms.
Nida Noor Assistant Commissioner, (Unit-28) SRB Karachi.

02. The brief facts of the case as stated in the OlO were that the respondent
M/s Axact (Private) Limited, bearing SNTN: 2692690-3, got registered under the
Principal Activity of “Software or IT based System Development Consultant” under
Tariff Heading 9815.6000 of the Second Schedule to the Sindh Sales Tax on
Services Act, 2011 (hereinafter referred as the Act) and are chargeable to sales tax
at the rates specified under Second Schedule to the Act.
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» 03. It was stated in the OIO that in view of payment of the respondent for the
~ year ended June 30, 2014 as provided by its vide letter dated 29.04.2015, a total
amount of Rs.378,234,466/- (Rs.138,126,020 for the year 2012-2013 +
Rs.240,108,466 for tax year 2013-2014) was mentioned against the receipt of
services of Advertisement. The said advertisement services were held to be
chargeable to Sindh Sales Tax (SST) at 16 percent amounting to Rs.60,517,515/-
under Section 8 read with respective Heading to the Act. However despite
providing sufficient time to respondent proper response was not provided.
Moreover the respondent failed to provide true and correct Sales Tax Returns for

the tax periods from May 2015 to June 2016 thus it contravened the provisions of
Section 30 of the Act. Therefore the respondent was served with Show Cause
Notice (SCN) and confronted as to why principal amount of Rs.60,517,515/- may

not be assessed and recovered under section 23 read with section 47(1A)(a) of the

. Act together with amount of default surcharge under section 44 of the Act. The
respondent was also required to explain as to why penalties under Sr. No.2, 3, 6

and 15 of the Table in section 43 of the Act may not be imposed on it for

contravention of statutary notice issued under sections 8, 3, 9, 17, 30 and 26 of
the Act read with section 52(1) of the Act.

It was held in the OIO that on 05.03.2018 and 09.03.2018 respectively the
ent submitted copy of revised audited financial statement audited by
ddin & Co. Chartered Accountant for the Tax Year 2013 and Tax Year 2014.
t1\Was* stated that the expenses booked on account of advertisement services
f’f@a%to the amount paid on behalf of its Parent Company which received the
&) Y 4 s =i . A ‘
SToadVertisement services and the same was rectified through the revised financial
statement. However it was held that the advertisement services were chargeable
to SST at 16 percent under section 8 of the Act read with respective Heading
‘ i..98.02 (and the sub-heading thereunder) of the Second Schedule to the Act.
Moreover the respondent was a Withholding Agent as provided under Rule 2(8) of
the Sindh Sales Tax Special Procedure (Withholding) Rules 2011. Thus it was liable
to deduct and deposit 100 percent Sales Tax amount with SRB against the receipt
of said advertisement services even if the services were received from the non-

resident person. Since the liability to pay SST was on the respondent under Section
3(2) read with section 9(2) of the Act.

05. It was stated in the OIO that the respondent contended that the
advertisement expenses pertained to the services received by its parent company
and thus were not an expense of the respondent. This contention could not be
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entertained on the ground that the registered person had deducted the said
expense from its revenue in the income tax return, as submitted by him to this
office. Furthermore, the registered person was requesting time on the ground that
all the record are kept by FIA, if this is the case, than how the auditor had
corrected the financials and had formed opinion without relying on the documents
which were kept by the FIA, according to the statement of the respondent.
Furthermore, the respondent did not submit the copy of agreement / contract /
memorandum of understanding signed with Axact FZ LLC, details of ERP system
developed by DHA alongwith copy of contract / invoices, details of locally credited
amount in their business bank account, copy of contract with foreign vendor and
documents, as specified by State Bank of Pakistan for foreign remittance.

06. The AO charged the SST at Rs.60,517,515/- on account of receipt of taxable
advertisement services under section 23 of the Act read with section 47 of the Act
alongwith default surcharge under section 44 of the Act. Penalty of Rs.3,025,876/-
was imposed being (5 percent of Rs.60,517,515) under Serial No.3 of the Table
under Section 43 of the Act for non-payment of SST. Penalty of Rs.100,000/- was
imposed under Serial No.15 of the Table under Section 43 of the Act. Penalty of
Rs.1,381,300/- was imposed as the respondent did not file the true and correct SST

return on the due date. Penalty of Rs.60,517,515/- was imposed under Serial No.6
of Table under Section 43 of the Act.

07. The respondent challenged the OIO before Commissioner (Appeals) SRB by
filing appeal under section 57 of the Act who set aside the OIO holding as under:-

f/ ) %f.‘ﬁfhe plain perusal of the above para of revised auditors’ report to the
N bers signed by M/s Salahuddin & Co. Chartered Accountant is very
establishing the fact that they have rectified their reported

Ay 3?0 ragedural mistake in the annual audited accounts. The instant case is
=2 2 sfightly different in nature and have different facts than normal, as there is
no question of law involved or any interpretation of legal issues is required.
The Assesse has adjudged the liability in accordance with the old and
defected annual audited accounts of the appellant; however, the same
accounts have already been revised through their respective chartered
accountant’s firm. It will not be out of place to mention here that the
respondent department should have examined / scrutinized the revised
annual audited accounts as submitted by the AR of the appellant earlier in
order to determine their actual Sindh Sales Tax liability. Therefore, the
liability established against the instant appellant as per their previous
annual audited accounts stands void ab initio.”
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“6. Hence, I, in exercise of power conferred under section 59 of the Act,
hereby set aside the OIO No.163/2018 dated 19.03.2018. The instant
Appeal is disposed-off accordingly.”

Resultantly the instant appeal was filed by the department.

08. The learned AC-SRB submitted as under:-

i) That the respondent had not adhered to paragraph 8 and 9 of the
International Standard of Auditing 706 (Revised) whereby while
revising the Audited Accounts the Emphasis of Matter Paragraphs
were to be included in the Audited Report. Such relevant paragraph 8
and 9 are reproduced as under:

“Emphasis of Matter Paragraphs in the Auditor’s Report

9. When the auditor includes an Emphasis of Matter paragraph in
the auditor’s report, the auditor shall:

a) Include the paragraph within a separate section of the

auditor’s report with an appropriate heading that includes the
term “Emphasis of Matter”;

b) Include in the paragraph to a clear reference to the matter
being emphasized and to where relevant disclosures that fully
describe the matter can be found in the financial statements. The

as

®|

SO
Q. eN Jotkzlryratter Paragraphs in the Auditor’s Report
2\ ‘ >

10’0/ .
- Ik When the auditor includes an Other Matter paragraph in the

&.—

auditor’s report, the auditor shall include the paragraph within a

separate section with the heading “Other Matter”, or other
appropriate heading.”

i) That the Commissioner (Appeals), SRB wrongly set aside the principal
amount of SST of Rs.60,517,515/- for FY 2012-23 & 2013-14, since the
same was rightly established by the Department under section 23 of
the Sindh Sales Tax on Services Act, 2011 for non-deposit of said
amount as required to be withheld and deposited by the respondent

under Rule 2(8) of the Sindh Sales Tax Special Procedure
(Withholding) Rules, 2011.
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iii)  That the Commissioner (Appeals) failed to give any deliberation to the

) submissions made by the appellant from time to time during hearing
and also after filing of written submissions before him on 6"

December, 2019. _

iv)  That the Commissioner (Appeals) SRB erred in holding that the
respondent had revised its Financial Statement despite the fact that it
had failed to provide any document in support of particular revision in
their Financial Statements.

V) That the export receipts are the amount of export collection which is
realized through PRC’s against the commodities Export and cannot be
considered as the reimbursement of expenses from the Axact Dubai
because exports receipts are the receipts which are earned against
the exporting commodities abroad. Axact Pakistan exported the

. Software and IT based services from Pakistan and on the contrary it
received its value of said exports in shape of foreign remittances. Thus
it was the value of their export commodities which was sold outside
Pakistan.

vi)  The respondent wrongly contended while submitting revised audited
financial statement that the advertisement expenses pertained to the
services received by its parent company and not the expenses of -
respondent. Such contention cannot be entertained on the ground
that the respondent had deducted the said expenses from its revenue

/// =y the income tax return, as submitted by him before Assessing

. \S‘,_:T—fé red opinion W|thout relying on the documents which were kept by
= “‘-’-tﬁe FIA, according to the statement of the respondent and revised its

audited report.
viii)  That the respondent did not submit the copy of agreement / contract
/ memorandum of understanding signed with Axact FZ LLC, details of
ERP system developed by DHA alongwith copy of contract / invoices,
details of locally credited amount in their business bank account, copy

of contract with foreign vendor and documents, as specified by State
Bank of Pakistan for foreign remittance.

09. The learned/advocate of the respondent submitted as under:-
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i) That the Respondent support the view taken by the learned
Commissioner (Appeals-11) Sindh Revenue Board in the order dated
28.12.2019. The Appellant has completely failed to suggest any
illegality or irregularity in the above order. The Learned Commissioner
(Appeals-1l) SRB has passed the order after careful evaluation of the
documents and considering the circumstances appearing on the face
of record.

i) That the Appellant has completely failed to show any single ground
which could establish that the order passed by the Commissioner
(Appeals-ll) Sindh Revenue Board was unreasonable and based on
misreading of material evidence.

iii)  That the Appeal in hand is liable to be dismissed as the Appellant had
failed to show any illegality or error or miscarriage of justice
warranting interference.

iv) That Section 114 sub-section (6) of Income Tax Ordinance 2001
permits the respondent to revise Income Tax returns on the basis of
revised Audited Accounts. Moreover the application for revision of
Income Tax returns was submitted in time on 22.03.2018 and its hard
copy was submitted on 22.03.2018 and the said application is pending
decision before Commissioner Income Tax. He further relied upon
2015 to PTD (Trib.) 1425, M/s Shaheen Chemist Shop, Rawalpindi V/s
Commissioner Inland Revenue, RTO Rawalpindi and submitted that

—-Income Tax returns could be revised number of times. He further

' itted that in the Audited Accounts, 2013 at page 12 under the

ing Marketing and sales promotion expenses an amount of

8,126,020/- was wrongly mentioned and on realizing the mistake

same was rectified by way of revising audited accounts and

ferred to page-12 item No. 14 of revised audited accounts, 2013

and further submitted that this amount was deducted from the head

of advance from customer from holding company and in the revised
accounts their amount was shown to Rs.71,535,441/- instead of

Rs.209,661,461/- as reflected in the original Audited Accounts.

V) That the audited accounts as well as revised audited accounts were
submitted before the AO as mentioned in para-10 of OIO but, the
same were ignored and not considered.

/
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10.  We have heard the learned representatives of the parties, perused the

record of the case made available before us and the written submissions filed by
the representatives of the parties.

11. The brief facts of the case are that the appellant during the scrutiny of the
financial statement of the respondent for Tax Year 2013 (period from 01.07.2012
to 30.06.2013) and for Tax Year 2014 (period from 01.07.2013 to 30.06.2014)
detected Marketing and Sales Promotion (Advertisement services) amounting to -
Rs.138,126,020/- for Tax Year 2013 and Rs.240,108,446/- for the Tax Year 2014.
This taxable Advertisement services totaling Rs.378,234,466/-
(138,126,020+240,108,446) were held to be chargeable to SST at 16 percent by the
Assessing Officer resulting in levy of SST of Rs.60,517,515/- under section 23 read

with section 47(1A)(a) of the Act together with default surcharge under section 44
. of the Act and penalties.

12.  That the original financial statements for Tax Year 2013 were filed on
16.09.2013 through M/s Mazars M.F and Co. Chartered Accountant. These
statements were revised on 5" March, 2018 through Salahuddin and Co.
Chartered Accountant. In the same way the original financial statements for Tax
Year 2014 was filed and no date of filing has been mentioned in the Auditors
Report through M/s Mazars M.F and Co. Chartered Accountant. These financial
ements were revised on 9" March, 2019 through M/s Salahuddin and Co.

}é[:\aft ed Accountant.

S,n i NF

<\
‘,the revised financial statements filed by the Respondent the Marketing

fh
/‘2&5 Promotion expenses amounting to Rs.138,126,020/- for the Tax Year
OtSAvere shown at Nil. However for the Tax Year 2014 the same were shown at
Rs.725,123/—. On the basis of the revision in the annual audited accounts the
liability established against the respondent as per their previous annual audited
accounts was deleted by the Commissioner (Appeals). He held that the instant

case was slightly different in nature and had different fact than normal as no
question of law was involved in this case.

e ﬂwd

14. In the instant case the main issued involved was “Whether the Financial
Statements for Tax Year 2013 and Tax Year 2014 were revised correctly in

consideration with Accounting Standards and adopting proper procedure of

revision”. This issue is discussed as under:-
/

2
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i) It is evident from first page of the OIO (Judgment sheet) that the date
of hearing allowed in this case were on 10.08.2016, 18.08.2016,
29.08.2016, 09.09.2016, 19.09.2016, 03.10.2016, 09.02.2017,
25.02.2017, 15.03.2017, 24.03.2017, 10.04.2017, 25.04.2017,
10.05.2017, 19.05.2017, 05.06.2017, 27.07.2017, 31.07.2017,
14.08.2017, 19.09.2017, 25.09.2017, 13.02.2018, 28.02.2018 and
19.03.2018. Therefore it is evident from above that sufficient
opportunities of hearing were provided to the respondent to respond
to the show cause notice and produce documentary evidence in
support of their stance but the respondent failed to do so. However
when it became clear that Marketing and Sales Promotions expenses
(Advertisement services) amounting to Rs.138,126,020/- for the Tax
Year 2013 and Rs.240,180,446/- for the Tax Year 2014 were being
held to be chargeable to SST the Financial Statements were dubiously
revised for both the years in March 2018 few days before OIO was
passed i.e. on 19" March, 2018. This view gains support from the case
of Rao Muhammad Ashraf vs. Additional Session Judge, Nankana
Sahib and others reported as PLD 2022 Lahore 409 wherein at para 9
it was held as under:-

“..9..The conduct of a party is a relevant fact in the
administration of justice. A party cannot be allowed to play hide

d seek with the Court and to prolong the matter

‘.?lff;%é't‘fj/cordance with law and to check unnecessary delay in

resolving the dispute between the parties.”

i) That the original accounts were audited by International member firm
M/s Mazars M.F and Co. Chartered Accountants and the audit was
conducted as per provisions of Companies Ordinance 1984 and
approved accounting standards. However revised Financial
Statements were filed by M/s Salahuddin & Co. Chartered
Accountants wherein it was strangely noted in accounts for period
2013 (ending June 2013) in note 12 of the Revised Financial
Statements which deals with Creditors, accrued and other liabilities,
wherein the period of 2014 was mentioned. Similarly in Note 19.1 to
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the Accounts relating to Credit Risk also the year 2014 has been
mentioned in revised audited account although these accounts were
related to the Tax Year 2013 (copies of the Audited Statement of Tax
Year 2013 is enclosed as Annexure ‘A’). This apparently shows that
the revised accounts were fabricated by the respondent to avoid
incidence of tax. This fact establishes contumacious conduct on part
of the taxpayer, resultantly the revised audited accounts could not be
accepted.

iii)  The respondent has filed photocopy of application for revision of
Return for Tax Year 2014 only. However it has failed to produce
evidence of grant of approval by Commissioner as such approval is
mandatory as per provision of section 114 (6)(ba) of the Income Tax
Ordinance 2001. Moreover no evidence at all has been produced
relating to the revision of income tax return of Tax Year 2013 (period
ending 30.06.2013). It is pertinent to point out that the Sindh Sales
Tax on Services Act, 2011 is a specific and separate law and a case has
been adjudicated under the parameters of the said law which could
not be done.

iv)  That the whole argument of respondent hinges on the Revised
audited accounts from a new firm of Accountants which were filed

\s{ before the last date of hearing before the AC in which

ement|y advertisement charges were removed. This is a mere

thought and the revised audited accounts are manipulated

B a@gcb)ﬂnts and mens rea is clearly established. We are fortified in our

\ s MIQW by the judgment of Hon’ble Supreme Court of Pakistan in case of

=="Miss Assia vs. ITAT reported as PLD 1979 SC 949 in which the Hon'ble

Supreme Court held that “the assessing officer is not bound to rely on -

all evidence produced by the assessee in case he was not satisfied

about it. He was entitled to reject the accounts believed by him to be
false and unreliable. In this very judgment the Hon’ble Supreme Court
observed that there is no rule of law compelling a Judge to accept
evidence, even though contradicted, which he believes to be a pack of
lies (in re: Bagbat Halwai)(3 ITC 48). Based on the above additional
reasons, we hold that the AC was justified in rejecting the revised

audited accounts in which the advertisement charges have been
removed.

Nz
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V) That the respondent is a private limited company and their accounts
were originally audited by International Chartered Accountants
member firm ‘Mazars’ and the audit was conducted as per provisions
of Companies Ordinance 1984 and according to the approved
accounting standards. Para (C) of the Auditors Report to the Members -
clearly states:

“In our opinion and the best of our information and according to
the explanations given to us, the balance sheet, profit and loss
account and the statement of changes in equity together with
the notes forming and thereof confirm with approved
accounting standards as applicable in Pakistan, and, give the
information required by the Companies Ordinance, 1984 in the
manner so required and respectively give a true and fair view of
the state of the Company’s affair as at June 30, 2013 and of the
profit, its changes in equity for the year ended; and”
Hence there is clear confirmation from the auditors who conducted
audit originally and such audit was approved by the Board that the
same was conducted in conformity with the approved accounting
standards as applicable in Pakistan. Moreover the information
required by the Companies Ordinance, 1984 has been given in the
manner so required and respectively give a true and fair view of the
state of the Company’s affair as at June 30, 2013 and 2014.

Vi) That the respective audits were finalized in 2013 and 2014. Whereas

the so called Revised Audited accounts were submitted on 05.03.2018

d 09.03.2018 respectively only few days before the last date of

ring in March, 2018 during the proceeding before the AC, the said

YL ised audited accounts from the Chartered Accountant M/s

‘/ S ahuddin & Co. were full of clear and apparent errors and were

o> “Jubious. No evidence was produced at any stage during the

proceedings that the previous accounts was recalled by the Extra

Ordinary General Body meeting or AGM, or the fact that the Board

had appointed new Auditors to re-audit the accounts of period ending

30.06.2013 and 30.06.2014 in the year 2018 as this belated audit

could not be done under the Companies Ordinance, 1984. We find it

very odd and beyond reason as to how after a period of five years
accounts could be re-audited with material change by a new auditor
once the original accounts were audited and approved by the Board.

%/
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vii)  That it is evident from the facts of the case that the revised audited
accounts or even the frequent adjournments sought, that the conduct
of respondent was highly objectionable. It is cardinal principal of law
that one who knocks the door of the court must come with clean
hands. In the instant case, applicant having not come to the court
with clean hands, hence would not be entitled for any remedy / relief.
The doctrine is often stated as “those seeking equity must do equity”
or “equity must come with clean hands”. It is settled law that a person
who approaches the Court for granting relief, equitable or otherwise,
is under a solemn obligation to candidly & correctly disclose all the
material / important facts which have bearing on the adjudication of
the issues raised in the case. He owes a duty to the court to bring out
all the facts and desist from concealing / suppressing any material fact
within his knowledge or which he could have known by exercising
diligence expected or a person of ordinary prudence. If a petitioner / -
appellant / applicant is found guilty of concealment of material facts
or making an attempt to pollute the pure stream of justice, the court
not only has the right but a duty to summarily deny relief to such
person to prevent an abuse of the process of law and reject the
Appeal on this ground alone without going to the merits of the case.
Conduct of the respondent shows that they had not come with clean
hands and any discretionary relief or even relief would not be
available to a person who comes to court with unclean hands.

, f/uRellance is placed on cases reported as Mirza Nazeer Ahmed Baig vs.

\\r in Add\ttlonal District Judge, Kasur and 2 others (1996 CLC 1616) and Niaz

, utlammad vs. Mst Noori (1997 MLD 406).

j’} ?ﬁ in the instant case there is clear mens rea from the respondent

“guilty mind” and the whole attempt to evade charge of tax by filing
revised audited accounts, which were full of errors and other defects
which have clearly established mens rea of the respondent.

ix) Considering the above discussions it is held by us that the Financial
Statements for the Tax Year 2013 and Tax Year 2014 were incorrectly
revised without taking into consideration the Accounting Standards
and adopting proper procedure of revision. !

15,

In view of the above discussions we confirm the OlO and set aside the order
of Commissioner (Appeals) which was based on misreading / non-reading of the
facts and is n,ot sustainable and resultantly we allow the appeal.
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16.  The appeal is disposed of in terms of para 15 supra. The copy of the

order may be provided to the learned representative of the parties.
-
(Justice®Nadeé\ zhar Si diqi)
CHAIRIVIAN

Karachi:
Dated:13.10.2022

(Imtiaz Ahmed Bara )
TECHNICAL MEMBER

Copy Supplied for compliance:
1) The Appellant through Authorized Representative.
2) The Assistant Commissioner, (Unit-28), SRB, for compliance

Copy for information to:- Certified tg te Copy

3) The Commissioner (Appeals), SRB, Karachi.

4) Office Copy. " /

_ REGISTHAR
5) Guard File. APPELLATE TRIBIJNAL

SINDH REVENUE BOARD
Order issued m-lé[//ﬂ/ (292&;
=

Order Dispatched on-/. /
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s FINANCIAL STATEMENTS

M/S AXACT (PVT.) LIMITED
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SALAHUDDIN & CO.
CHARTERED ACCOUNTANTS

514, 3™ FLOOR, MADINA CITY MALL,
ABDULLAH HAROQON ROAD, SADDAR.
KARACHI - 744000
TEL # 3217665, FAX # 021-37015176.
MOB = 0333-2111 531
Email: skamulplki@yahoo.com




" Axact Private Limited
BALANCE SHEET
AS AT JUNE 30, 2013

2013 2012
NOTE  eeemeees Rupuees-s=----

ASSETS

Non Current Assets

Property, plant and equipment 4 07203944 | 33Y.29%00N |

Club membership rights 5 5284400 5.28

l.ong term deposits 7025 3 | 4.

809.311.660 368.795.583

Current Assets

Stores and consumables 4484162 382901 |

Short term investument 6 30,000,000 20.000.000

L.oan and advances - considered good 7 8.633.892 §.720.1906 |

Prepayments and other receivables 3 3.317.247 1353363

Advance tax 12,681,947 7.292.560
Cash and bank balances 9 116,640,788 95.752.181

177.978.05¢6

P30, 3 S i

Total Assets

987.489.090 S0S5. 345986
EQUITY AND LIABILITIES
Share Capital and Reserves
Authorized capital
700,000 (2013: 700,000) ordinary shares of Rs. 10 cagh.. 7,000,000 7.000,600
Issued, subscribed and paid-up capital 6.000.000 6.0090.000
Accumulated profit — 643.981.034 266,048,228
649,981,034 272,048.228
Non Current Liabilities
Lom__" term Loan from director 158,886,500 21 A8RES £
. Current Liabilities
. Creditors, acerued and other liabilities 12 178,622,153 19.808.907
B ———
Contigencies and Commitments 13
* Total Equity and Liabilitics 987.489.090 303,343,980

The annexed notes form an integral part of these financial statements.

Y
: Chief Executive P

‘0-
_ﬁ‘)‘//v . /@—%’ Qg
DO

Director




Axact Private Limited
PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2013

NOTE
Revenue from software exports
Direct and adminjstrative expenses 14
Operating profit

Other income 15
Financial charges 16

Profit before taxation
Taxation - current

Profit after taxation

Earnings per share - basic and diluted

1,582,410,109
(1,235,670,949}

1,038,513,78C
(884,947,703

346,739,160 153,566,077
32,073,783 7,661,948
(186,963) (240,755)

378,625,980

160,987,270

(693,173) (845,140)
377,932,806 160,142,131
629.89 266.90

The annexed notes form an integral part of these financial statements.

P

Director

AT,




Axact Private Limited
* STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2013

Profit after taxation
Other comprehensive income

377,932,806 H 160,142,131

Total comprehensive income 377.,932.806 160,142 12,

The annexed notes form an integral part of these financial statements.

L

Director
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{3/}~ CHARTERED ACCOUNTANTS

REVISED AUDITORS’ REPORT TO THE MEMBERS

We have audited the annexed balance sheet of M/S ANACT (PVT.) LIMITED as at June 30, 2013 and the related profii ana
loss account, cash low statement and statement of changes in equity together with the notes Torming pant thereoll for the vesr
then ended and we state that we have obtained all the information and explanations which. o the best of our knowledge wnd
beliel, were necessary for the purposes of our audit.

and prepats o

present the above said statements in conformity with the approved accounty
Companies Ordinance. 1984, Qur responsibility is te expres

A § ) T 5 R P

i nion on these stateme

o

During the exercised of our current audit procedure it was foand that compan
by virtue ‘of transaction were needed to be recorded o holding com

management this report i$ now been revised, the previous audit repont of NS ANACT (PVTT) LINITLED da\gd \u;‘!ulvm.. (
16, 2013 is vow been revised

We conducted our audit in accordance with the audiung standards
plan and perform the audit to obtain rcasonahlc a8
misstatement. An audit includes examining. on 2

es apphicable m Pakistan These s
e about whether tie above said stte
. evidence supporting the amount
statements. An audit also includes assessing the accounting policies and significant estimates made by m2
cevaluating the overall presentation of the above said statements. We believe that aur andit provide
opinion and, afier duc vérification, we report that:

andurds require that
are free ol

vomatenad

asonahle basis G

the balance sheet and profit and loss account together with the notes thereen have been dr ]
conformity with the Companies Ordinance, 1984, and are in agreement with the beoks of secouni &
further in accordance with accounting policies consistently applied.

the expenditure incurred during the year was for the purpose ol th S ahd

the business conducted, investments made and the expendires incurred during the vear were oo
accordance with the objects of the Company:

1

Loompans s b

~A0) O ln).u’opuurm and Lo the best of our information and according 1o the explenations pren Lo us, the baiance sheat. p

“amd loss account, cash flow statement and statement of changes in equity wgether with the notes torming par
conform with approved accounting standards as applicable in Pakistan. and. give the infarmation uql.u_
Companics Ordinance, 1984, in the manner so required and respectively give a true and tair view of the

Campany”'s affairs as at June 30, 2013 and of the lese. its.cash flows and changes m cguity fur the year then end

In our opinion, no Zakat was deductible at source urder the Zakat and Ushr Ordinance. 1480

KARACHI.
Dated: March 05,2018

514, 5th Floor Madina City Mall, Abdullah Haroon Road, Saddar, Karachi. Tel: 35217665
Fax

1 021-37015176, Mob: 0333-2111531, E-mail: skamalpk@yahoo.com




Axact Private Limited
CASH FLOWS STATEIWEI\'T
FOR THE YEAR ENDED JUNE 30, 2013

NOTE
CASH FLOWS FROM OPERATING ACTIVITIES

Profit before taxation

Adjustment for non-cash / other items
Depreciation
Loss / (gain) on disposal of fixed assets
Rerturn on bank deposits
Financial charges

378,625.980

61,590,701

(20,144,964}

(11,922,456}
186,963

160,987,27C

51,002,360
860,846
(8,468,722
240,755

Cash flow before working capital changes

Changes in working capital
Decrease / increase) in current assets

408,336,203

204,622,511

Trade debts

Stock of Consumable items

Loans and advances

Prepayments and other receivables

Increase / (decreése) in current liabilities
Creditors, accrued and other liabilities

(1,301,261)
75,304

(3,780,228)

18,867,165

Net changes in working capital

Cash generated from operating activities
Taxes paid
Financial charges paid

6,082,560)
(186,963)

239,364,464
(4,570,025)
(240,755)

Net cash generated, from operating activities

CASH FLOWS FROM INVESTING ACTIVITIE

555,873,741

234,553,704

/4
Addition to operating fixed assets {er
Sale proceeds from disposal of fixed assets i : { o)
Capital work in progress \i " )
Long term deposits \\.(;‘2, oA Q S
Short term investment WS/~

Return on bank deposits
Net cash used in investing activities

\(506,035,773)]

32,458,500
(5,778,780)
(2,805,741)‘

(10,000,000)
11,739.002 ||

(87,821,242)
2,785,500

(64,434,104)

(210,713)

7,548,745 |

CASH FLOWS FROM FINANCING ACTIVITIES /
Loan from directors

(480,422,792)

(54,602,342)

(142,131,610

‘e

{9,688,080¢

Net cash used in financing activities

Net increase in cash and cash equivalents

Cash and cash equivalent at the beginning of the year
Cash and cash equivalent at the end of the year

(54,602,342)

(19,686,080)

20,848,607 §2,733,515
95,792,181 13,058,666
116,640,788 95,792,181

The annexed notes form an integral part of these financial statements.

Chief Executive

Director




Axact Private Limited
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2013

Issued, l‘ |
subscribed Accumulated || i
P 5 [ Total
and paid up Profit |
capital }
--------------------- RUpees-r===s=gsnsssssrsmss
Balance as at July 1, 2011 5,000,000 105,906,087 111,906,087
Total comprehensive income for the year
ended June 30, 2012 - 160,142,131 160.142,13!
Balance as at June 30, 2012 6,000,000 266,048,228 272,048,228
Total comprehensive income for the year
ended June 30, 2013 - 377,932,806 377,932,806
Balance as at June 30, 2013 6,000,000 643,981,034 649,981,034

i)
The annexed notes form an integral part of these financial statements.

el
Chie'f; Executive

Director

S
o




Axdct Private Limited
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2013

1 STATUS AND NATURE OF BUSINESS

The company is incorporated in Pakistan under the companies ordinance,
company on June 06, 2006. The company is engaged in software expoits.

1984 28 & prvate ratal

The company is @ wholly owned subsidiary of Axact FZ LLC Dupai.

2 BASIS OF PREPARATION

2.1 Statement.of Compliance

These financial statements have been prepared in accordance with approved accounung standards zs
applicable in Pakistan. Approved accounting standards comprise of such Internationat Financial Reportin
Standards (IFRS) issued by the International Accounting Stendards Board as are nohified under the
Companies Ordinance 1984, provisions of and directives issued under the Companies Ordinance, 1984 1
. case requirements differ, the provisions of or directives of the Companies Ordinance, 1984 snzli preva:..

w

2.2 Accounting convention

These financial statements have been prepared under the historical cost convention @xcedt as Gisciosed
the accounting policies herein below.

2.3 Basis of preparation

These financial statements are prepared on accrual basis except for cash flow information

2.4 Presentation and functional currency

&7/’/&
» ;‘f/ Sm(ﬂ\s

These financial statements are presented in Pakistani Rupzes, which is also the Company's functional
currency. All figures have been rounded off to the nearest of rupzes, unless otherwise stated.

f estimates and judgments

eparation of financial statements in conformity with approved accounting standards, as appliceble i»
n, requires management to make judgments, estimates and assumptions that affect the application
counting policies and the reported amounts of assets, liabilities, income and expenses.

The estimates and associated assumptions are based on historical experience and various other factors
that are believed to be reasonable under the circumstances, the results of which form the basis of rmaking

judgments about carrying values of assets and lizbilities that are not readily epparent from other sources.
Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only that

period, or in'the period of the revision and future periods if the revision affects both current and future
periods.




2.6

© 3.2

3.3

Judgments are made by the management in tha application of approved accounting standard, as applicaois
in Pakistan, that have significant effect on the finarcial statemenis and estimates with & significant ¢
material adjustment in the next year.

Initial application of standards, amendments or an interpretation to existing standards
The following amendments to existing standards have been published that are apphicatle to the Comipany <

financial statements covering annual periods, baginning on or after the date mentoned 1 the paragrapii
below:

Certain standards, amendments and interpretations to approved accounting standards are effective for
accounting periods beginning on July 01, 2012 but are considered not to be relevant or o ha

significant eifect on the Company's operations and are, therefore. nct detaded
statements.

‘e any

i these financa!

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Property, Plant and Equipment

Operating fixed assets - tangible

Operating fixed assets are stated at cost less accumulated depreciation ana impawrment, If any except fur
lease hold land which is stated at cost. Depreciation is charged to income applying the straight line methos

at the rates specified in the note 4.1. Depreciation on additions is charged from the date at which asset is
available for use and on disposals up to the date of disposal.

Normal repairs & maintenance are charged to income as and when incurred. Major renewals and

improvements if any are capitalised when it is probable that respective: future economic benefits will flow to
the Company.

An item of fixed assets is derocognised upon disposal or when no future economic benefits are expected
from its use cr disposal. Gains and losses on disposals are derermined by £OMP3NNG DroCEEss vl
carrying amount of relevant assets, These are included in the profit and loss account.

The carrying!amount of the Company's assets are reviewed al each balance sheet date t igennly
circumstances indicating concurrence of impairment loss or reversal of previous impairment losses. If any
such indicatio_ns exist, the recoverable amounts of such assets are estimated and impairment losses or

reversal of impairment losses are recognized in the profit and loss account .Reversa!l of impairment loss is
restricted to the original cost of the asset.

Capital work-in-progress

Capital work-in-progress is stated at cost. All expenditures connected to the speaific assets incurred dunng

installation aqd construction period are carried under capital werk-in-progress. These are transferred G
specific assets as and when assets are available for use.

Long term dteposits
These are stated at cost.

Stores and consumables

These are stated at moving average cost. Items in transit are valued
other charges_incurred thereon.




3.4

3.5

3.6

3.7

3.8

3.9

3.10

3.12

ANACT FRIL AT

Short term investment

These are stated at ammortized cost less impairment if any.
Trade debts

Trade debts: are carried at original invoice amount.

Debts consigered irrecoverabie are wnuen off ana
provision is made for debts considered doubtful.

Advances, deposits, prepayments and other receivables

These are stated at cost.

Cash & cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purpose of cash flow statement,

cash and cash equivalents include cash in hand and with bank. The fair value of cash anc cash equivalents
approximates their carrying amount.

Staff retirement benefits - contribution plan

The Company operates an approved provident fund scheme for its employees. Equal monthly contributions
are made both by the Company and the employees to the fund at the rate of 8.33% of basic salary.

Borrowings and borrowing costs

All borrowings are recorded at the proceeds received net of transaction cost. Borror
attributable to the acquisition, construction or production of quahfying assets, w
necessarily take a substantial period of time to get ready for their intended vse arz 3aded to the

those assets, until such time as the assets are substantially ready for thew mtended use. All otha
borrowing costs are charged to income in the period in which they are incurred.

g costs directly
are assets inal

Creditors, accrued and other liabilities

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

Provisions

A provision is recoghized in the balance sheet when the Company has a legal or constructive obligation as
a result of a past event and it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation and a reliable estimate can be made of the amount of obligation. Provision
are reviewed at each balance sheet and adjusted to reflect the current best estima

v
tes.

Taxation

Current

Provision for current taxation is based on taxable income at the current rates of taxation after considering

tax credits and rebates, if any. Being the exporters of the software, the Company's revenue from software
export is exempt from tax.




3.13

3.15

3.16

3.17

AXACT IPRIVATE: Lt
Deferred

Deferred tax is recognized using the balance sheet iiability methos, proviaing for all the tamporary

differences! between the carrying amounts of assets and liabilities for financial reporiing purposes and thé
amounts used for taxation purposes. Deferred tax is measured at the ta« rates that are expecied ¢ b
applied to' the temporary differences when they reverse, basec on the lzws that are enscted o
substantively enacted by the reportina date.

Deferred tax liabilities are recognized for all temporary differences. A deferrec tax assetl is recognized tu
the extent that it is probable that future taxable profits will be available against w:hich temporary difference
can be utilized. Deferred tax asset are reviewed at each reporting date and are reduced to the extent e
is no longer probable that the related tax benefits will be realized.

il

Foreign currency translation

Pakistan rupee (PKR) is the functional currency of the Company. Monetary assets and liabilities in foreign
currencies are translated into Pak Rupees at the rates of exchange prevailing at the taiance sheet date
except for ‘those covered by forward contracts, which are stated at contracted rates. Foreign currency
transactions are translated into Pak Rupees &t the rate of exchange prevailing at the date of transacuon
except for those covered by forward contracts, which are transiated at contractad rates. Exchange gain and
loss on translation are taken to profit and loss account.

Revenue recognition:

Revenue is recognised to the extent that it is probable that the economic tenefits vall flove to the Compan,

and the revenue can be measured reliably. Revenue is measured at the fair value of consideration receved
or receivable on the followina basis:

- Services income are recorded at the time when services are rendered.
- Returnion investments is recognised on efiective rate method.

Other financial assets and liabilities

All other financial assets and financial liabilities are recognized at the time when the Company becornes a
party to the contractual provisions of the instrument. Any gain or loss on the recognition and derecognition
of the ﬁnar{cial assets and financial liabilities ars included in the profit and loss account of the current year.
All financial assets and financial liabilities, other than disclosed above, are carried at amortized cost. The
fair value of these approximate their carrying amount.

Offsetting! of financial assets and financial liabilities

Financial as;sets and financial liabilities are offset and the net amount is reported n the balance sheet when
there is a legally enforceable right to set-off the recognised amounts and the Compary intends to eithe:

settle on a net basis, or to realise the asset and settle the liability simultaneously and the same is required
or permitted by TAS / IFRS or interpretations thereof.

Related party transactions

All transactions with related parties are priced on an arm's length basis.
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11

12

CLUB MEMBERSHIP RIGHTS
Karachi golf‘club

Marina club
Dream world resorts

SHORT TERM INVESTMENT

NOYE = = omeeseee Rupees

3,634,500
900.,0
750,0

5,284,400

The Company had invested in term deposit with & benking company amounting t& Rs.30,000,000 from pioli
ranging to 8% to 10.75% (2013- 8.75% to 10.75%) per annum. During the year these term depesit investments

are matured on various dates.
LOAN AND ADVANCES

Considered Good :
Loan to Staff
Others

PREPAYMENTS AND OTHER RECEIVABLES

Prepayments
Mark up receivable
Other receivables

CASH AND BANK BALANCES

Cash in hand
Cash with banks

- in foreign currency - current accounts
- in local currency - current accounts
- In local currency - savings account

ISSUED, SUBSCRIBED AND PAID-UP CAPITAL
Fully paid ordinary shares of Rs. 10 each

Number of ordinary shares
2014 2013

600,000 600,000 Issued for cash

LONG TERM LOAN FROM DIRECTOR

This represe'nrs interest free loan obtained from tha Dirzctors of the company at

CREDITORS, ACCRUED AND OTHER LIABILITIES

Creditors and accrued expenses
Others I

Advance frorh customer - From Helding Company

2013 2012
8,653,592 7,903,426
825,765
3,653,592 6,729,196
2013 2012
4,004,857 439,
1,103,427 18,¢
408,963 93,780
5517,2¢7 1,553,475
2013 2012
1,226,465 781,650
58,084 55,642
246,302 151.832

NOTE

19,508,507
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13.1

13.2

14

CONTINGENCIES AND COMMITMENTS

CONTINGENCIES

There are no outstanding contingancies as at June 30, 2014

COMMITMENTS

There are no outstanding commitments &s 2t Juna 30, 20:4.

DIRECT AND ADMINISTRATIVE EXPENSES NOTE
Salaries and benefits

Health Care Expensas
Repairs and maintenance
Communication

Utilities

Rent expenses

Printing and stationary
Depreciation

Miscellaneous Expenses
Security expenses

Facilities expenses

Kitchen Expenses
Housekeeping charges
Consumable itams
Entertainmant

Newspapers znd periodicals
Insurance

Transportation expenses
Travelling & hotelling expenses
Generator fuel expenses
Training and davelopment

7 Marketing and sales promotion

14,1

Commission

Legal and professional charges
Auditors' remuneration

Fees and subscripticn

Donation

Auditors' remuneration

Audit fees
Other services

34,032,370
15,785,647
9,015,463
61,590,701
1,097.945%
922,242

140,544
2,913,706
79,718,509
6,980,892
7,063,911
119,419

6,999,851
520,000

(=

1,890,175

4,167,643

1,235,670,949

400,000 400,000
20,000 20,000
420,000 420,000
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19.1

19.3

18.3.1

18.3.2

Credit Risk

Credil risk is the risk of financial loss to the Company If & customar of COLHErparty 1o & nentdi NSty
to meet its contractual obligations, it primarily arises from tne trade ggbis, (0ang and
other receivables. The carrying amount of financial assets represents the maxirnun Credit exposy Tne Comoati,
is not materally exposed to credit risk as almost ali of s recewzbles ara valn related parly.Tng maximur

exposure to credit risk at the reporting date 1s as {olows: \
2014 013
NOTE X Q-Rupees»-- = \

Short Term Investment 30,000,000 20,000,000 )
Loan and advances - considered good 8,652,892 8.729,196 <p
Prepayments and other receivables 5,517,247 1,553,565 A
Cash and bank balances 116,640,788 95,792,181

160,811,927 126,074,942

Bank balances are held only with reputable banks with good credit retings.

Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial ovagalions &3 the
Company's approach to managing liquidity is te ensurz, as far as possiie, that & waii aiways
liquidity to, meet its liabilities when due, under bcth normal end stressed condiions, v
unacceptable losses or risking damage t¢ the Company's reputation. The follovana zre th
of financial liabilities excluding the impact of nztting agrzements:
Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rztes and equity
prices will affect the Company's income or the valuz of its holdings of financial instruments. The i
market risk: management is to manage and control market risk exposures within acceptable parameters, v
optimising the return. The Company is exposed to interest rate risk and foreign exchange risk only.

Interest rate risk

Interest rate risk arises from the possibility that changes in interest rates will effect the vaiue of financial
Instruments. The Company has adopted approprizate policies to minimize its exposure to this risk.

Foreign e){change risk

Foreign exchange risk is the risk of foss through ciange in foreign exchange r

ates. The Company 15 exposad ¢
foreign exchange due to transactions denominateci in foreign currencies.
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21

22

23

FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES

The carrying amounts of all financial assets and liabilites reflected in the Iinandia. stetemients dppionmete e
fair value.

The fair valuz of financial instruments traded in active markels is basec on quoied markel pncas
sheet date.. However, the Company does not hold any quoted financial instrurnent.

at

The financial instruments that are not traded in active market are carrnad at cost and are tested for imparment
according to IAS 39 ‘Financial Instruments: Recognition end Measurement’

. appro

ting the fug

their fair values. The fair value of financial lizbilities for gisclosure purposes 15 est
contractual cash flows at the current market nterest reie that s available to the
instruments.

Correspondance Figure

[ ; Reclassification i - T ‘R:,-e:s
[Note # | From | To ! i P
4.2 Loan and Advances Capitai Work in Progress Capital Work In 4,848,000

Proaress

DATE OF AUTHORIZATION FOR ISSUE

These financial statements were authorised for issu2 cn 5 Muaren 201% by the Board of
directors of the Company. .

GENERAL

Figures have been rounded off to the nearast rupee.

//(; ':\i e T,%
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Q /"~
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Chief‘ Executive




