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AUDITORS’ REPORT TO BOARD OF DIRECTORS

We have audited the accompanying financial statements ‘of Punjab Education
Foundation, which comprise the balance sheet as at 30 June 2008, and the income
and expenditure account, cash flow statement and statement of changes in funds for
the year then ended, and a summary of significant accounting policies and other
explanatory notes.

‘Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance. counting and Financial Reporting Standards for
Medium Sized Entities (MSEs) issued by the Institute of Chartered Accountants of
Pakistan. This responsibility includes: designing, implementing and maintaining
internal control relévant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and making accounting
estimates that are reasonable in the circumstances.

Auditor's Responsibility

Our responsibiliy is to express an opinion on these financial statements based on our
audit. We conducted our audit in accordance with International Standards on
Auditing. Those standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance whether the financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of
the fnancial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements 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 entity’s interal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements. |

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.
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Basis for Qualified Opinion

(@ Long term loans include overdue instalments of Rupees 21.306 million against
which recovery of Rupees 0.916 million was made in the subsequent period.
Total outstanding balance against this overdue portiolio was Rupees 40.868
million as on 30 June 2008. However, no provision against overdue / non-
performing loans has been made in these financial statements.

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

Qualified Opinion

In our opinion, except for the effects of matters stated in paragraph (a) and (b) above,
the financial statements give a true and fair view of the financial position of Punjab
Education Foundation as of 30 June 2008, its financial performance and its cash flows
for the year then ended in accordance with Accounting and Financial Reporting
Standards for Medium Sized Entities (MSEs) issued by the Institute of Chartered
Accountants of Pakistan.
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PUNJAB EDUCATION FOUNDATION
BALANCE SHEET AS AT 30 JUNE 2008

NOTE 2008 2007
Rupees Rupees
NON-CURRENT ASSETS
Property and equipment 4 25,695,008 24,027,826
Advance for purchase of lands 4,042,500 4,042,500
Long term loans 23,072,292 28,292,592
52,609,800 56,362,918
CURRENT ASSETS
Curtent porton of long term loans 53
Advances, deposis, prepayments and other receivables 6
Short tem investments 7
Cash and bank balances 8

2,039,926,031  1,375,776444

LESS : CURRENT LIABILITIES

Accrued and other liabilities 9 12,372,984 7,070,806
NET CURRENT ASSETS 2,027,553,047  1,368,705,638

LESS : NON-CURRENT LIABILITIES

Long term loan 10 27,630,624 27,630,624
Deferred credits 1 _1,255820,757 600,835,312
NET ASSETS 796,911,466 796,602,620
CONTINGENCIES AND COMMITMENTS 12

796,911,466 796,602,620
REPRESENTED BY:
Fund 13 200,000,000 200,000,000
Accumulated surplus 596,911,466 596,602,620

796,911,366 796,602,620

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

Managiqg irector 'Deputy Maraging Director (Finance) Director Finance



PUNJAB EDUCATION FOUNDATION

INCOME AND EXPENDITURE ACCOUNT
FOR THE YEAR ENDED 30 JUNE 2008

NOTE 2008 2007
Rupees Rupees

INCOME
Profit / mark-up on bank deposits 140,299,106 116,436,856
Amortization of deferred credits 112 1,145014,555 199,399,688
Other income 14 308,846 3

1,285,622,507 316,220,797
EXPENDITURES
Programme expenditures, 15 [1,222,400,300
Administrative and general expenses 16 62,698,957
Financial and other charges 7 214,404

1,285313,661 _ 315,836,544
SURPLUS FOR THE YEAR 308,841 384,253

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

Mai Director Deputy Makaging Director (Finance)



PUNJAB EDUCATION FOUNDATION

‘CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2008

(CASH FLOWS FROM OPERATING ACTIVITIES

Surplus for the year

Adjustments for non-cash charges and other items:
Depreciation

Amortization of Government grants.

Profit accrued on bank deposits

Finance cost

Cash flows from operating a before working cay
Cash flows from working capital

Increase in current assets

Advances, deposits, prepayments and other receivables
Increase in current liabi
Acerued and other liabilites
Cash used in operations

s

Finance cost paid
I

Net cash from operating activites

(CASH FLOWS FROM INVESTING ACTIVITIES

Property and equipment acquired

Short term investments made

Proceeds from investments matured during the year
Profit received on bank deposits

Long term loans disbursed

Payment received from long term loans

Net cashfrom/ (used i) investing actvies
CASH FLOWS FROM FINANCING ACTIVITIES

Government grants received

Net cash from financing activities
Netincrease in cash and cash equivalents

Cash and cash equivalens at the beginning of the year
Cash and cash equivalents at the end of the year

“The annexed notes form an integral part of these financial satements

Deputy M

2008
Rupees

308,846

348,824
(1,145,014,555)
(140,299,106)

9,294

(1,281,486,697)

(1,884,222)

5543902

1,277,826017)

(134,572

11,278,238,035)

(5,016,006)

1,050,000,000)
1,300,000,000
131,865,201

(161,964)
6,486,136

383,173,417

1,800,000,000

7,800,000,000
504,935,382

177,245,467

082,180,649

F Finance)

2007

384,253

2,109,387

(199,399,688)

(116,436,856)
44,816

(313,098,088)

(604,467)

5761259

(307,941,296

[z

(4,316,505)

22070529

800,000,000

806,000,000
70,151,628

107,093,839

AT

Director Finance.



PUNJAB EDUCATION FOUNDATION

STATEMENT OF CHANGES IN FUNDS
FOR THE YEAR ENDED 30 JUNE 2008

PARTICULARS FUND Acgﬁ;";ﬁgﬁn TOTAL
Balance as on 30 June 2006 200,000,000 596,218,367 796,218,367
Surplus for the year - 384,253 384,253
Balanceason 30 June 2007 200,000,000 596,602,620 796,602,620
Surplus for the year - 308,846 308,846
Balance as on 30 June 2008 200,000,000 11466 ___ 796,911,466

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

Mana) irector

Director Fikance

Deputy Managlig GiredGr (Finance)



PUNJAB EDUCATION FOUNDATION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008

LEGAL STATUS AND FUNCTIONS OF THE FOUNDATION

Punjab Education Foundation (PEF) was established in 1991 under Punjab
Education Foundation Act, 1991 and subsequently restructured in 2004 as a
body corporate under the Punjab Education Foundation Act, 2004. The
principal place of business of PEF is situated at 19-Ahmed Block, Garden
Town Lahore. The principal activity of the Foundation is to provide technical
and financial assistance for the establishment, expansion, improvement and
management of educational institutions, incentives to students and teachers
and promotion of quality education through public-private partnerships.
STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with approved
accounting standards, as applicable in Pakistan. Approved accounting
standards comiprise of Accounting and Financial Reporting Standard for
Medium-Sized Entities (MSEs) issued by the Institute of Chartered Accountants
of Pakistan.

Basis of preparation

These financial statements have been prepared under the historical cost
convention.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Property and equipment

Property and equipment are stated at cost less accumulated depreciation and
accumulated impairment losses, if any, except freehold land and capital
work-in-progress which are stated at cost.

Depreciation is charged to income applying the straight-line method to write
off the cost of asset over its estimated useful life. Depreciation on additions is
charged from the month in which the assets are available for use while no
depreciation is charged in the month in which disposal is made.

Subsequent costs are included in the asset’s carrying amount or recognized as
a separate asset, as appropriate, only when it is probable that future economic
beneits associated with the item will flow to the company and the cost of the
item can be measured reliably. All other repair and maintenance costs are
charged to income during the period in which they are incurred.

An item of property and equipment is derecognized upon disposal or when
no future economic benefits are expected from its use or disposal. Any gain or
loss arising on derecognition of the asset (calculated as the difference between
the net disposal proceeds and carrying amount of the asset) is included in the
income statement in the year the asset is derecognized.




-

Impairment

The carrying amounts of the foundation’s assets are reviewed at each balance
sheet date to determine whether there is any indication of impairment. If such

exceeds its recoverable amount. Impairment losses are recognized in profit
and loss account.

Revenue recognition

(a) Interest income / return on term deposits is recognized on time basis by
reference to the principal outstanding and the applicable rate of return.

(b) Service charges on loans are recognized on receipt basis.
Grants in aid

The principal source of funding for the Foundat vities is grants and
donations from Government / Non-Government organizations. Grants-in-aid
are recognized at their fair value where there is a reasonable assurance that
the grant will be received and the Foundation will comply with all attached
conditions. Fair value signifies the amount received in cash and current
market value in case of grant received in kind. Grants relating to expenses are
deferred and recognized in the income and expenditure account over the
period necessary to match them with the expenses that they are intended to
compensate.

Grants in aid relating to the purchase of operating fixed assets are included in
non-current liabilities as deferred credit and are credited to the income and
expenditure account over the expected useful lives of the related assets.

Employees’ benefits

The foundation operates non-funded defined benefit pension scheme for
permanent employees. Monthly contributions / provisions are made to cover
the obligations under these schemes. Staff retirement benefits are payable to
staff on completion of prescribed qualifying period of service under these
schemes.

The foundation operates non-funded general provident fund scheme for
permanent employees. Monthly contributions are made by subscribers at the
prescribed amount, deducted at time of payment of salary. Interest is credited
0 the balance of General Provident Fund at last day of each year of
subscriber at the rate prescribed by the Government of Punjab. General
Provident Fund is payable to staff on completion of prescribed qualifying
period of service to the amount standing to his credit in the fund.

Employees are entitled to encash leaves if not availed during the preceding
year. Leaves are accumulated at the rate of 4 days for each calendar month.
Provision is made annually on gross salary to cover the obligation.



Provisions

Provisions are recorded when the company has a present legal or constructive
obligation as a result of past events 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 the
obligation.

Short Term Investments.
These are stated at cost less impairment loss,if any.
Cri

al Accounting estimates and judgments

The preparation of financial statgments in conformity with the Accounting and
Financial Reporting Standards for Medium Sized Entities (MSEs) requires the
use of certain accounting estimates. It also requires the management to
exercise its judgment in the process of applying the Company's accounting
policies. Estimates and judgments are continually evaluated and are based on
historical expesience, including expectations of future events that are believed
to be reasonable under the circumstances. The areas where various
assumptions and estimates are significant to the company’s. financial
statements or where judgments were exercised in application of accounting
policies are as follows:

+ Useful lives of property, plant and equipment.
» Provisions.
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2008 2007

Rupees Rupees

LONG TERM LOANS

To private educational institutes and NGOs ( Note 5.1) 48,885,485 55,134,158

To employees (Note 5.2) 686,381 761,930
49,571,866 55,896,088

Less : Current portion (Note 5.3) 26,499,574 27,603,496
23,072,292 28,292,592

This represents interest free loans provided to private educational institutes and NGOs for purchase
of equipment, furniture and construction of buildings. These Loans are secured against registered
charge on lands and are repayable within 7 years to 15 years from the date of disbursement.

This represents interest free house building and vehicle loans provided to the permanént
employees.
'CURRENT PORTION OF LONG TERM LOANS

Installments due but not yet received 21,305,670 20,578,355
Receivable within next twelve months 5,193,904 7,025,141
26,499,574 27,603,496

ADVANCES, DEPOSITS, PREPAYMENTS
AND OTHER RECEIVABLES

Advances
to employees for expenses 438,801 358,973
o partes 690,000 150,000
Prepaid rent 1,092,750 436,500
Security deposits 654,500 50,000
Lease rent receivables ! 3,000
Profit/ mark-up accrued on bank deposits 28,348,417 19,914,512
Others 18,140 14,496
31,245,608 20,927,381
*
SHORT TERM INVESTMENTS
The Bank of Punjab 900,000,000 500,000,000
Bank Alfalah Limited 5 250,000,000
The Royal Bank of Scotland (Former ABN Amro Bank - 400,000,000

(Pakistan) Limited)

900,000,000 __1,150,000,000

These represent short term deposits  held With banking companies having maturity of one month to
one year and carry interest rate ranging from 9% to 12.75% ( 2007 : 11% to 11.9% ) per annum.



[RE]

2008 2007

Rupees Rupees
(CASH AND BANK BALANCES
Cash in hand 15,000 15,000
Cash with Treasury Office 200,000,000 -

Current account
882,165,849 177,230,467
1,082,180,849 177,245,467

ACCRUED AND OTHER LIABILITIES

Programme expenditures 11,331,310 5,968,600
Income ta - 277,446
Service charges payable 469,526 241,266
Accrued expenses 402,854 326,694
Retention money - 112,895
Interest payable on G.P fund 169,204 134,572
Leave encashment payable - 9,333

12,372,984 7,070,806

LONG TERM LOAN

This long term loan was given by Technical Education and Vocational Training Authority of the
Punjab (TEVTA) out of the loan received from Asian Development Bank. This loan was disbursed
by the Foundation to technical and educational institutes for purchase of furniture, equipment and
civil works.

DEFERRED CREDITS

Grantin aid ( Note 11.1) 1,255,585,757 600,600,312

Special grant from chief minister 85,000 85,00

Donations 150,000 150,000
1,255,620,757 600,835,312

GRANT IN AID

*

‘Opening balance as at 01 July 600,600,312 -

Add : Received during the year (Note 11.1.1) 1,800,000,000 800,000,000

Less : Amortized during the year (Note 11.2) (1,145014,555) _ (199,399,688)

Closing balance as at 30 June 1,255,585,757 00,

This represents grants received from the Government of the Punjab for development , social
service, education, administrative and other programmes.

AMORTIZED DURING THE YEAR  ~

Programme expenditure 1,082,101,194 160,164,799
Administrative and general expenses 62,698,957 38,975,597
Financial and other charges 214,404

3555 799,359,665
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CONTINGENCIES AND COMMITMENTS

Contingencies

Certain cases have been filed by some defaulted borrowers against the foundation, which are being
contested in the court of law. Amount receivable from these borrowers are amounting to Rupees
11.179 million (2007: Rupees 10.53 million). The management s of the view that these are not
likely to result in any liability against the foundation.

2008 2007
Rupees Rupees
Commitments NIL NIL

FUND

It represents seed money sanctioned by the Government of the Punjab for establishment of Punjab
Education Foundation.

OTHER INCOME

Service charges 259,831 383,427
Sale of scrap - =
Miscellaneous 826
384,253

PROGRAMME EXPENDITURES
Foundation assistance to schools ( Note 15.1) 1,105,758,610 226,288,800
Brain of Punjab (Note 15.2) 565, -
New school programme (Note 15.3) 2,116,800 -
Cluster based teacher training ( Note 15.4) 69,937,594 37,166,648
School leadership development programme (Note 15.5) 9,649,220 2,698,050
Education voucher scheme (Note 15.6) 16,718,100
Capacity building of PEF- staff (Note 15.7) 87,700
Seminars, workshops and symposiums 657,695
Grants given to NGOs =
Teaching in clusters by subject specialists (Note 15.8) 16,909,581

1,222,400,300

Thig represents expenditures incurred to provide financial assistance as tuition fees and allied
charges to private schools at the rate of Rupees 300 per student on enrollment basis.

This represents expenditures incurred on payments made to Trust for Education and Development
of Deserving Students (TEDDS) to organize quiz competitons.

This represents expenditures incurred to provide financial assistance as tuition fee and allied
services to private schools at the rate of Rupees 300 per student on enrollment basis in Tehsils with
lowest number of Foundation Assisted Schools (FAS) and highest number of out of school children.
This represents expenditures incurred -on teachers training programmes, i.e. activity based
learning, conceptual clarity of content knowledge and pedagogical skills.

This represents expenditures incurred on school leadership training which highlights their
administrative roll as well as their role as facilitator to develop a vision with their staff for the
betterment o the students.



15.6 This represents expenditures incurred to provide education to deprived children in the less
privileged areas of the Punjab.

15.7 This represents expenditures incurred for enhancing the capacity of Punjab Education Foundation
officers and staff through short courses of information technology, finance and management.

15.8 This represents expenditure incurred to engage subject specialists in low cost schools in urban /

rural areas.
2008 2007
Rupees Rupees
ADMINISTRATIVE AND GENERAL EXPENSES
Staffsalaries, al\owance& and other benefits 28,773,463 17,284,457
Pension contributi 918,190 872,401
Leave salary 4,614,827 2,767,409
Traveling and conveyance : 8,809,295 5,482,551
Rent, rates and taxes 3,700,750 1,695,500
Vehicles running and maintenance 2,382,102 1,862,354
Office maintenance and other expenses 166,443 24722
Electricity charges 412,567 334,762
Telephone and fax . 1,664,089 764,195
Water and gas 31,953 2217
Printing and stationery 3,174,148 1,959,028
Postage and telegrams 397,783 309,565
Advertisement 3,448,876 2,658,139
News papers and periodicals 47,481 31,320
Uniform and liveries 17,325 16,170
Entertainment 124,422 101,007
Auditor's remuneration (Note 16.1) 80,200 66,600
Legal and professional 401,000 311,000
Depreciation ( Note 4.1) 3,348,824 2,109,387
Security guard services 87,232 71,266
Miscellaneous 97,987 )
62,698,957 38,975,597
.1 AUDITOR'S REMUNERATION
Adgit fee 70,000 60,000
Out of pocket expenses 10,200 8,600
80,200 68,600

FINANCIAL AND OTHER CHARGES
Bank charges 45,110
Interest on general provident fund 169,204

DATE OF APPROVAL

15 JAN 200

The financial statements were apploved on
Punjab Education Foundat

by the Board of Directors of the



19 CORRESPONDING FIGURES

Corresponding figures have been rearranged or reclassified, wherever necessary for the purpose of
comparison, however, no significant reclassification has been made in these financial statements.

Managing Birécior Deputy Méaging Dfector (Finance) irectdr Finance
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