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AUDITORS’ REPORT TO BOARD OF DIRECTORS

We have audited the accompanying balance sheet of the PUNJAB EDUCATION FOUNDATION as of 30 June
2006 and the related income and expenditure account together with the notes forming part thereof, for the year
then ended. These financial statements are the responsibility of the Foundation's management. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conduct our audit in accordance with International Standards on Auditing. Those Standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for our opinion and, after due verification, we report that;

(a) Opening balances as on 1 July 2005 have been incorporated in the books of account based on
accounts audited by DG commercial audit Lahore who certified that accounts present a fair statement of
financial operations subject to the observations contained in the audit report. Moreover, as per Section
10(3) of the Punjab Education Foundation Act, 2004, the accounts of the Foundation shall be audited by
an auditor, to be appointed by the Government, being a person who is a chartered accountant within the
meaning of the Chartered Accountants Ordinance, 1961 (X of 1961). Therefore, we do not, express an
opinion on the financial statements of the prior periods and the impact, if any, which may arise in the
current or future periods due to this matter.

(b) Long term loans include overdue instalments of Rupees 20.523 million against which recovery of
Rupees 3.786 million was made in the subsequent period. However, no provision against overdue /
non-performing loans has been made in the enclosed financial statements.

() Provision for income tax has not been made in the financial statements. Moreover, we have not seen
any exemption of income tax notified by the income tax department.

In our opinion, except for the effects of matters stated in paragraph (a) to (c) above, the financial statements give
a true and fair view of the financial position of the Foundation as of 30 June 2008, and of the results of its
operations for the year then ended.
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PUNJAB EDUCATION FOUNDATION

BALANCE SHEET AS AT 30 JUNE 2006

NON-CURRENT ASSETS
Operating fixed assets
Advance for purchase of lands
Leng term loans

CURRENT ASSETS

wlores

Current porfion of long term loans

Advances, prepaymenis and other receivables
Short term bank deposits

Cash and bank balances

LESS : GUHREHT LIABILITIES
Accrued and other liabilities

NET CURRENT ASSETS

LESS : NON-CURRENT LIABILITIES
Long term loan
Deferred credits

NET ASSETS

CONTINGENCIES AND COMMITMENTS

REPRESENTED BY:
Fund
Accumulated surplus

The annexed notes form an integral part of these financial state ments.
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2006 2005
Rupees Rupees
21,820,708 18,485,583
4.042 500 4,042,500
39,796,430 46,846,230
85,659,538 659,474,323
- 3,150
27.847 789 22,425 457
8,384,008 157,474,147
515,000,000 540,700,000
107,083,839 | 40,693,762 |
759,325,636 761,296,518
901,283 1.092,993
758,424 353 760,203,518
27,630,624 27,630,624
235,000 15,428,313
796,218,367 786,618,904
796,218,367 786,618,004
200,000,000 200,000,000
506,218,367 586,618,904
796,218,367 786,618,904




PUNJAB EDUCATION FOUNDATION

INCOME AND EXPENDITURE ACCOUNT
FOR THE YEAR ENDED 30 JUNE 2006

NOTE 2006 2005
Rupees Rupees
INCOME
Frofit{ mark-up on bank deposits 56,309,844 18,938,033
Amortization of deferred credits 10 15,193,313 86,000
Other income 13 2131750 1,426,603
73,634,907 20,460,636
EXPENDITURES
Programme expenditure 14 43,617,071 46,000
Administrative and general expenses 15 19,905,190 10,756,027
Financial and other charges 16 513,183 112,078
f4,035,444 10,964,105
SURPLUS FOR THE YEAR 0,599 463 9,495,531

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



PUNJAB EDUCATION FOUNDATION
STATEMENT OF CHAMGES IN FUNDS
FOR THE YEAR EMDED 20 JUNE 2005

PARTICULARS FUND A IED TOTAL
s R PEE S =7
Balarcs 23 on 30 June 2004 2dd, 441,000 341,542 310 HI0283.310
Effect of prive period error (Mole 17) - (19430 624) 118,430 624)
Trensterred to lony lerm loan (Meote § (18 GOG,000) {18,800 000)
Effact of changs in accounting palicy (Note 2.4) (270,235,004 254 710 687 115,524, 313)
Halance as on 30 Jura 2004 - Resiaied 209 G5, 000 orr 22573 ave 726,372
Zrant ransfered o Secretary Education {89 506,000 - (92 60 000}
Sirplus for the year 9.455,531 8,456 531
Balance &3 on 30 June 2005 300,000.000 GB6 618,504 TBE,618 504
surplus for hea year 9588 463 9,582 463
Balencs as on 30 June 2005 200,000,000 505,218,367 796.218.367

The annexed noles form an intagral parl of these financial stalements.



PUNJAE EDUCATION FOUNDATION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

LEGAL STATUS AND FUNCTIONS OF THE FOUNDATION

Funjab Educalion Foundation (PEF) was esfablishad in 1291 under Punjab Education
Foundation Act, 1931 and subsequently restructured in 2004 as a body corperale under the
FPunjab Education Foundation Act, 2004. The principal activity of the Foundation is to provida
technical and financial assistance for the esiablishmenl, expansion, improvement and
management of educational instilulions, incenlives lo students and leachsrs and promolion of
quality education through public-private parinerships.

SIGNIFICANT ACCOUNTING POLICIES

2.1 Accounting convention

These financial stalemenls have been prepared under the historical cost convention,
2.2 Operating fixed assets and depreciation

Operaling fixed assels except reehold land are stated al cost lass accumulaled depreciation
and impairment loss (if any). Freehold |and is staled al cost. Depreciation is charged to incoma
applying the slraight-ine method to write off the cost of aseat over its estimated useful i,
Deprecialion on additicns is charged from the month in which he asseis are available for use
while no depreciation is charged in the month in which disposal is made.

Maintenance and normal repairs are chargad to income a8 and when incurred. M ajar renewals
and improvemenls are capitalized. Gain or loss, if any, on disgosal of operaling fixed assets is
included in curreni vear's income.

2.3 Revenue recognition

(&) Interest income / raturn on term deposils is recognized on accrual basis.
(&} Service charges on loans are recopnized on receipt bagis.

2.4 Grants-in-aid

The principal source of funding for the Foundation's activities is granls and donations from
Government { Mon-Government organizations, Grante-in-aid are recognizad at their fair valus
where there is a reasonabla assurance that the grant will be received and the Foundztion wil
comply with all allached condilions, Fair value signifies the amount received in cash and
current market value in case of grant received in kind. Grants relating to costs are deferred and
recognized in the income and expendiiure account over the period necessary to match them
with fhe cost thal they are intended fo compansate.



Granls-in-aid relating to the purchase of operating fixed assels ars included in nea-current
lizbililies a5 deferred credit and are crediled lo the ircome snd expenditure account over the
expectad useful lives of the related zeseis.

Change in Accounting Policy:

In the previous years, Grants-in-aid were presented as fund in the balance shest, During the
year ihe Foundation has changed its accounting policy and now the Grants-in-aid are
prasented as Deferred Credits and amortized in the incoms and expenditure sccount over the
period necassary to match with the relaled cost,

Had thers besn no change in accocunting policy, the amounts recognized in financial
slatements would have been different as follows:

2008 2005
Rupees Rupees
Fund would have been higher by 270,235,000 270,235,000
Accumulated surplus lower by 270,000,000 254 ADE BRT

2.5 Employees’ benefits

The foundaticn cperales non-funded defired beneft pension schems for cermanent
employess. Monthly contributions { provisions are made fo cover the obligations under lhese
schemes. Siaff relirement benafits are payable to staff on completion of praseribed qualifying
period of service under lhese scheme.

Employess are entifled io encash leaves if not availed during the preceding year, Leaves are
accurmulated at the rale of 4 days for each calendar month, Provision is made annually on
gross salary lo cover the obligation.

2.6 Provisions

Provisions are recognized when the foundalion has a present obligafion as result of past
gvent{s), which it is probable, will result in an outfow of economic benefits and 3 reliable
eslimata can be made of the amount of the abligalion.



2006 2005

Fupses Rupees
a ACCRUED AMD OTHER LIABILITIES
Salaries pavable - 540,670
Renl payable - 207 000
Fangion contribulion payabie 73,569 59 592
Leave satary payabls 01 661 -
Interest payable cn G.F fund - 107,849
Incans lax 3,754 -
Service chargas payable 43,750 -
Acciued expenses 143 812 147,781
Oithars 4 B3V -
501,283 1,052 596
g LONG TERM LOAN
Balance as on 1 July 27 530 524 38,030,624
Less: Repaid - 10,400,000
Balance a= on 30 June T EWe 27 630,524

2.1 This lang lerm [oan was given by Teshnical Edusation and Vocatonal Train ng Authorily of the Punjab [TEVTA) aut
of the loan received fram Asian Development Bank. This boan was dishursed by the Foundation to technical and
educalional mstiiuies for purchase of fumiture, equipment and civil warks

10 DEFERRED CREDITS

Grant -in- aid [ Mole 10.1) 15,183,313 15,282,313

Special grant from chief meister 85,000 83,000

Deonabons 120,000 150,000
15,428,313 15524313

Amertized dufing the year 15.183,313 e, 000

235,000 15423 313

101 Grant -in-aid was received from the Goverrmant of the Purjab for davalopment |, secial sendce, sducation and
other programmsas

L CONTINGENCIES AND COMMITMENTS

1.1 CONTINGENCIES
These represen! cerlan cases by some defaulter NGOs agains! the
foundation, which are bemng contestad in the court of law. The management
= of the view thal these are not likaly to result in any liability against the

foundation. 2,100,644 HIL
11.2  COMMITMENTS HIL MIL
12 FUND

It repragants seed maney sanclioned by the Govemment of the Punjab for establishment of Funjab Educabon

Foundation

13 OTHER INCOME

Sarvica charges 164,423 1413003
(Gain cn sale of fxed assels 1,297 627 2
Sale procesds from brochures - 3600
Lesze income - 10,000
Sale of sarep G475

Mizcelfanecas S40 235

2,131,750 1,426,603




OPERATING FIXED ASSETS

C 0 S5 T ACCUMULATED DEPRECIATION BOOK VALUE]  DEPRECIATION
DESCRIFTION As at Arkditions/ As at Az at As at s at Charge for | Rata
' 01 July { Delations) 30 Jurs 01 July Adjustments 30 Juna 30 dune the year %
2005 2005 2005 2006 06
Frechald lands 15,525,425 15,525,425 15,525 475
Furniture and fistures 435 558 HL00 747 84 376,12 (38,014) 363 756 384,088 26,558 10
(38,514)
Vehicles 3p9ase  ANNAN 530005, 2163075 (1532965) 1562731 3750505 932622 1020
{1,532 966)
Machinery and equipment 1808600  1OOR0ES 543900 534,405 {58, 385) BO1510 2151660 215400 533
(58,485)
Flectric instaliations 56,791 (W27} 22520 56,791 134.271) 2% 520 10
2006 Rupees 21,616,065 4508705 24 461295 3130473 [1,6A4 536) 2,640 517 21820 708 1,174,580
{1564 R36)
2005 Rupces A0THED 884395 21,616,066 2,564,302 1130473 18485593 536474




2008 2005

Fupeses Rupees
a ACCRUED AND OTHER LIABILITIES
Salanes pavable - 40,670
Henl payable - 207 000
Fensian contribution payabia 731,569 9 503
Leave satary payable 501,661 -
Intarest payable en G.F fund - 107 548
Incormea lax 3.754 -
Senvice charges payable A3 TRQ £
Accrued expenseg 143812 147 781
Others 24 B3Y -
801,283 1,052 =8
g LOMG TERM LOAN
Balance as on 1 July 27 530 524 38,030 624
Le=s. Repaid - 10,400,000
Bialance as on 30 June - TR 27 530 624

91 This long ternt foan was given by Technical Education and Vocabanal Train ng Autherity of the Punjab (TEWTA) aut
of lhe foan received fom Asian Development Bank. This loan was dishursed by the Foundaiion to technica! and
educalicnal instiutes for purchase of fumilure, equismert and civi warks

10 DEFERRED CREDITS

Grant -in- aid | Mole 10,1 ) 15,183,313 15,283,213

Special grant from chief memister 85000 85,000

Denabions 120,000 150,000
15,428,313 15,524,313

Amertizad during the year 15193313 86,000

2350400 19423 313

101 Grant -in-zid was received from the Governmant of the Furjab for devalopment | sccial senvizce, education and
other programmsas

i1 COMNTINGENCIES AND COMMITMENTS

V1.1 CONTINGENCIES
Thasa represent cerlam cases by some defauller NGDs againgt lhe
feundaticn, which are besng contested in the court of law. The management
= of the view that these are not likely to result in any liatility against the

Teundation. & 100 544 MEL
1.2 COMMITMENTS HIL MIL
iz  FUND

It reprasents seed maney sanclionad by the Governmenl of the Punjab for establishment of FPunjab Educaban
Foundatian

13 OTHER INCOME

Service charges 184 423 1413003
5ain on sale of ixed assels 1,207 62T g
Sale proceeds from brochures 4 3600
Leaze income - 10,000
Sale of sorep SA7h

Mizcellanaous a4 235

2,131,750 1,425,503
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2005 2005
RFupees Rupees
FROGHAMME EXPENDITURE
Foundation assistznce to schools | Nete 14 1 } 36,003 500
Cluster based teacher training { Mote 14.2 } 3,245,656
Capacity building of PEF- staff { Note 14.3 ) 202 250
Seminars, workshops and sympoziems 333,000 ’
Grants given o NGDs - 1,832 355 96,0040
A3B17071  ggo00

These expenditures were incurmed to provide firancial assistance as luilicn foes and afiod charges ‘o prvate

schools al the rale of Rupees 300 per student on enrcliment basis

These expenditures were incurrad on teachers traiting programmes, i.e. achvity basad leaming, concepiual clarity

of eeatent knewledpe and pedagogical skills,

These expendilires wars incurred for ennancing the capacity of Punjab Education Foundzlion

threugh shart cewrses of infarmation technology, finance and manzgement

ADMINISTRATIVE AND GENERAL EXPENSES

afficars and staif

B, 140 862
1,244 244
37 245
794 180
816 952
35,500
192,138
459 415
34,480

35 BAE
37335
38,504
41,363
12,150

39 445
107,100
536,171

175,732

Staff salanes, allowances and olher benefi's 10,7348 256
Fenzion contribubon 257 445
Leave salary &1 a61
Traveling and conveyance 1,170.B76
Fent, rales and laxes 1,348 374
Vehicles running and maintenance 1,085,573
Office maintenance and olher expanses 200 058
Electricity charges 321,243
Telephons and fax 472,554
Water and gas 31,300
Frinding and siationeny E14 074
Postage and lelagrams 174,044
Adverlisement 605334
News papers and perindicals 37,54
Uniform and veries 25 855
Enlertzinment 67,775
Auditor's remuneraban { Mote 151 ) 28600
Legal and professicral 62,000
Depreciation 1,174,680
Saftware development charges 35,000
Miscellaneous 4,309

19,905,150

10,756 027
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18.2

18.3

2006 2005

Rupess Rupses
AUDITOR'S REMUNERATION
Anedit foe 50,000
Qutof pockel expenses B.500 -
— Eem -
FINANCIAL AND OTHER CHARGES ==
Reversal of axcess acerued sarvice charges 505,700
Bank charges 7,480 -
lelerest on General providest fund - 112,078
513183 112,078

FRIOR PERIOD ERROR

Frovision for interast accrued on funds received from TEVTA was net mada in priat period. Tharedore, provision of
Rupees 19.430,624 has been made as price period error through statement of changes in fund as an 30 Juns 2004

CORRESPONDING FIGURES

Advance for purchase of fand i presented as non current agset on the face of Balanse Sheot Previcusly, if was
prosenied in advances, prepayments and ofher recervables

Long ferm lcan payable to TEVTA is presented as non current Iizbility. Previously it was presented in funds

Advanze for purchase of land of Rupees 85,000 is grouped in advarice for purchase of land previcusly it was
gresiped in operating fived assats as land,
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