
















































NOTES TO THE FINANCIAL STATEMENTS
For the year ended June 30, 2013

1. THE INSTITUTE AND ITS OPERATIONS

Pakistan Institute of Public Finance Accountants (PIPFA) was incorporated on 28th of October, 1993
as public company limited by Guarantee under section 42 of the Companies Ordinance, 1984. PIPFA
was established jointly by the Institute of Chartered Accountants of Pakistan (ICAP), Institute of Cost
and Management Accountants of Pakistan (ICMAP) and Department of Auditor General of Pakistan
(AGP). At the inception the name of the Institution was ‘The Association of Accounting Technicians of
Pakistan’ (AAT) which was changed to the present name in August 2000. PIPFA is a non-profit
organization wholly committed to accounting education and development.

Registered Office of the Institute is situated at M1 & M2, Park Avenue, Mezzanine Floor, Block-6,
P.E.C.H.S., Shahra-e-Faisal, Karachi – 75400.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Significant Accounting Policies adopted in the preparation of these financial statements are set
out below:

2.1 Statement of Compliance

These financial statements have been prepared in accordance with approved accounting standards
as applicable in Pakistan. Approved accounting standards comprise of Accounting and Financial
Reporting Standard for Medium-Sized Entities (MSEs) issued by the Institute of Chartered
Accountants of Pakistan and provisions of and directives issued under the Companies Ordinance
1984, in case requirements differ, the provisions or directives of the Companies Ordinance 1984 shall
prevail.

2.2 Accounting Convention

These Financial Statements have been prepared under historical cost convention.

2.3 Property and Equipment

– These are stated at cost less accumulated depreciation. Depreciation on all the property and
equipment is charged on reducing balance method. Full month’s depreciation is charged in the
month of addition while no depreciation is charged for the month of disposal.

– Maintenance and normal repairs are charged to income as and when incurred.

– Major renewals and improvements are capitalized.

– Gains and losses on disposal of property & equipment are included in the income.

– Study materials, publications and stationery costs are charged to income as and when incurred.

2.3.1 Depreciation methods, residual values and useful lives of assets are reviewed at each financial year
end, and adjusted if impact on depreciation is significant.

2.4 Intangible

This represents cost of computer software less amortization at the rate of 33% per annum using the
reducing balance method, and impairment, if any.

2.5 Investment Property

Investment property is held for long term rental yields/capital appreciation. The investment property of
the Institute comprises of office and is valued using the cost method i.e. at cost less accumulated
depreciation and impairment losses, if any.
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Cost includes expenditure that is directly attributable to the acquisition of the investment property. The
cost of self-constructed investment property includes the cost of materials and direct labour, any other
costs directly attributable to bringing the investment property to a working condition for their intended
use and capitalized borrowing costs.

Depreciation is charged to income and expenditure account on the reducing balance method so as to
allocate the depreciable amount over its estimated useful life. Depreciation on additions to investment
property is charged from the month in which a property is acquired or capitalized while no depreciation
for the month in which the property is disposed off.

The residual values and useful lives of investment property are reviewed at each balance sheet date
and adjusted if impact on depreciation is significant.

The company assesses at each balance sheet date whether there is any indication that the investment
property may be impaired. If such indication exists, the carrying amounts of such assets are written
down to their recoverable amounts and the resulting impairment loss is recognized in the income and
expenditure account. The recoverable mount is the higher of an assets’ fair value less costs to sell and
value in use. Where an impairment loss is recognized, the depreciation charge is adjusted in the future
period to allocate the assets’ revised carrying amount over its estimated useful life.

The gain or loss on disposal of investment property represented by the difference between the sale
proceeds and the carrying amount of the asset is recognized as income or expense.

2.6 Investments

Held to maturity

Held to maturity investments are non-derivative financial assets with fixed or determinable payments
and fixed maturity that an entity has the positive intention and ability to hold to maturity.

Investments classified as held to maturity are recognized initially at fair value, plus attributable
transaction cost. Subsequent to initial recognition, these are stated at amortized cost with any
difference between cost and redemption value being recognized in the income and expenditure
account over the period of the investments on an effective yield method.

2.7 Taxation

The Institute is approved as Non Profit Organization under section 2 (36) of the Income Tax
Ordinance, 2001 and its income is also exempt from income tax under Clause (58A) of the Second
Schedule of the Income Tax Ordinance, 2001 being an educational institution established solely for
educational purpose and not for purposes of profits.

2.8 Financial Assets and Liabilities

All financial assets and liabilities are recognized at the time when the Institute becomes a party to
contractual provision of the instrument. Any gain or loss on derecognition of the financial assets and
liabilities is taken to income and expenditure account.

Financial assets are derecognized at the time when the Institute loses control of the contractual rights
that comprise the financial assets. All financial liabilities are derecognized at the time when they are
extinguished that is, when the obligation specified in the contract is discharged, cancelled, or expires.
Any gain or loss on derecognition of the financial assets and liabilities is taken to income and
expenditure account.
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2.9 Provisions

Provisions are recognized in the balance sheet when the Institute has a legal or constructive obligation
as a result of past events and it is probable that out flow of economic benefits will be required to settle
the obligation and a reliable estimate of the amount can be made. However, provisions are reviewed at
each balance sheet date and adjusted to reflect current best estimate.

2.10 Staff Retirement Benefits

The Institute operates unfunded gratuity scheme for its staff. The provision is made periodically and
the benefits are payable to eligible employees at the end of the accounting year.

2.11 Creditors, Accrued and Other Liabilities

Liabilities for creditors and for other amounts payable are stated 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 the Institute.

2.12 Cash and Cash Equivalents

Cash and cash equivalents are carried at cost. For the purpose of cash flow statement, cash and cash
equivalents comprise cash in hand, cash with banks on current and saving accounts.

2.13 Revenue Recognition

� Income from fees and subscriptions from members and students is recognized on receipt basis,
except in case of life and special membership cases, where subscription received from
members is spread over a period of 20 and 10 years.

� Income from approved coaching centers is recognized on receipt basis.

� Income from Computer Based Examinations is recognized on accrual basis.

� Profit on bank deposits and investments are accounted for on pro-rata basis.

� Profit on saving account is recognized on effective yield basis.

2.14 Impairment

The carrying amounts of the Institute’s assets are reviewed at balance sheet date to determine
whether there is any indication of impairment, if any such indication exists, the asset’s recoverable
amount is estimated and impairment losses are recognized.

2.15 Judgment, estimates and assumptions

The preparation of financial statements in conformity with approved accounting 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 judgment are continually
evaluated and are based on historical experience and other factors, including expectations of future
events that are believed to be reasonable under the circumstances. The areas where various
assumptions and estimates are significant to Institute’s financial statements or where judgments were
exercised in application of accounting policies are as follows:

– Useful lives of depreciable assets and residual value note 2.3.

2.16 Functional and presentation currency

These financial statements are presented in Pakistan Rupees which is also the Institute’s functional
currency.

2.15 General

Figures have been rounded off to the nearest rupee.
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3 Operating Fixed Assets

Freehold
Land

Office on
freehold

Land

Office on
leasehold

Land

Electrical
Equipment

Office
Equipment

Furniture
and

Fixtures

Vehicles Library
Books

Total

........................................................................ R U P E E S ........................................................................
As at July 1, 2010
Cost — — 2,725,083 821,881 2,433,670 2,067,448 872,900 49,524 8,970,506
Accumulated Depreciation — — (1,093,476) (496,654) (1,376,663) (517,485) (236,633) (42,848) (3,763,759)

Net book value — — 1,631,607 325,227 1,057,007 1,549,963 636,267 6,676 5,206,747

Net carrying value basis
Year ended June 30, 2011
Opening net book value — — 1,631,607 325,227 1,057,007 1,549,963 636,267 6,676 5,206,747

Additions 15,732,078 1,211,922 — 293,885 198,150 — — — 17,436,035

Disposal / Adjustment — — — — — — — — —
Depreciation Charges

for the year — (10,099) (81,580) (123,822) (353,890) (154,996) (95,440) (1,335) (821,162)
Net book value as
at June 30, 2011 15,732,078 1,201,823 1,550,027 495,290 901,267 1,394,967 540,827 5,341 21,821,620

Gross carrying value basis
As at July 1, 2011
Cost 15,732,078 1,211,922 2,725,083 1,115,766 2,631,820 2,067,448 872,900 49,524 26,406,541
Accumulated
Depreciation — (10,099) (1,175,056) (620,476) (1,730,553) (672,481) (332,073) (44,183) (4,584,921)
Net book value as
at June 30, 2011 15,732,078 1,201,823 1,550,027 495,290 901,267 1,394,967 540,827 5,341 21,821,620

Net carrying value basis
Year ended June 30, 2012
Opening net book value 15,732,078 1201823 1,550,027 495,290 901,267 1,394,967 540,827 5,341 21,821,620
Additions — — — — 265,045 6,300 — — 271,345
Disposal / Adjustment — — — — — — — — —
Depreciation Charges
for the year — (60,091) (77,501) (99,058) (317,981) (139,444) (81,124) (1,068) (776,267)
Net book value as at
June 30, 2012 15,732,078 1,141,732 1,472,525 396,232 848,331 1,261,823 459,703 4,273 21,316,697

Gross carrying value basis
As at June 30, 2012
Cost 15,732,078 1,211,922 2,725,083 1,115,766 2,896,865 2,073,748 872,900 49,524 26,677,886
Accumulated

Depreciation — (70,190) (1,252,557) (719,534) (2,048,534) (811,925) (413,197) (45,251) (5,361,188)
Net book value as
at June 30, 2012 15,732,078 1,141,732 1,472,526 396,232 848,331 1,261,823 459,703 4,273 21,316,698

Net carrying value basis
Year ended June 30, 2013
Opening net book value 15,732,078 1,141,732 1,472,526 396,232 848,331 1,261,823 459,703 4,273 21,316,698
Additions — — — 185,875 173,563 30,700 — — 390,138
Disposal / Adjustment — — — — — — — — —
Depreciation Charges
for the year — (57,087) (73,626) (93,776) (281,687) (127,605) (68,955) (855) (703,592)
Net book value as at
June 30, 2013 15,732,078 1,084,645 1,398,900 488,331 740,207 1,164,918 390,748 3,418 21,003,244

Gross carrying value basis
As at June 30, 2013
Cost 15,732,078 1,211,922 2,725,083 1,301,641 3,070,428 2,104,448 872,900 49,524 27,068,024
Accumulated Depreciation — (127,277) (1,326,184) (813,310) (2,330,221) (939,530) (482,152) (46,106) (6,064,780)
Net book value as at
June 30, 2013 15,732,078 1,141,732 1,398,899 396,232 740,207 1,261,823 459,703 4,273 21,003,244

Annual rates for the
depreciation (%)

2012 — 5 5 20 30 10 15 20

2013 — 5 5 20 30 10 15 20
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3.1 Depreciation / Amortization for the year has been allocated as under

Depreciation
2013 2012

Coaching department expenses 21 362,328 399,778

Administrative department expenses 22 341,264 376,490

703,592 776,268

2013 2012
RUPEES RUPEES

4 INTANGIBLE ASSETS
Net Carrying Value as at 1 July
Net book value as at 1 July 68,345 102,007
Additions / transfers (at cost) 310,944 —
Amortization 4.1 (126,417) (33,662)

Net book value as at 30 June 252,872 68,345

Gross carrying value as at 30 June
Cost as at 1 July 510,000 510,000
Additions / transfer at cost 310,944 —
Accumulated amortization (568,072) (441,655)

Net book value 252,872 68,345

Amortization rate (% per annum) 33.33 33.33

4.1 The amortization charge for the year has
been allocated as follows:
Examination department expenses 126,417 33,662

5 INVESTMENT PROPERTY
Net Carrying Value as at 1 July
Opening net book value (NBV) 1,463,466 1,540,491
Depreciation charge 5.1 (73,173) (77,025)

Balance as at 30 June (NBV) 1,390,293 1,463,466

Gross Carrying Value as at 30 June
Cost 2,572,901 2,572,901
Accumulated depreciation (1,182,608) (1,109,435)

Net book value (NBV) 1,390,293 1,463,466

Depreciation rate (% per annum) 5% 5%

5.1 The depreciation charge for the year
has been allocated as follows:
Administration department expenses 73,173 77,025

6 INVESTMENTS
Held to maturity
Term deposit certificates - IIBL 6.1 12,112,033 12,112,033
Provision against investments doubtful of recovery (12,112,033) (12,112,033)

— —

Special saving certificates -
National Saving Government of Pakistan 6.2 5,100,000 5,100,000

5,100,000 5,100,000
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6.1 The Institute had made investments in Term Deposit Certificates (COD-L) of Crescent Standard
Investment Bank Limited (CSIBL) now Innovative Investment Bank Limited (IIBL) since March 2003.
These COD-L had matured between September 2006 to October 2006. Thus the total investment
amounting to Rs. 12,112,033 had become overdue. The management of IIBL had revised the
repayment plan over a period of 5 years which had not been followed. In view of the matter stated in
the note no.13, the Board of Governors of the Institute decided to hold provision of Rs. 12,112,033 for
doubtful of recovery. The Executive Director has also pursued the matter vide letter ref:PIPFA/Inv-
IIBL/95 dated August 21st 2013 was issued to the IIBL management and copy sent to SECP to know
the current status of investment.

6.2 Special Saving Certificates are investments with National Savings (Government of Pakistan). The
maturity period being three years comprising of six terms and interest rates ranging from 1st to 5th
Term 11.6% and 12 % for 6th Term.

2013 2012
RUPEES RUPEES

7 SHORT TERM INVESTMENTS

Held to maturity

PLS term deposits 7.1 5,000,000 5,000,000

7.1 These investments are with Allied Bank Ltd PLS term deposit certificate.The maturity is upto 23rd
September, 2013 at interest rate 6.00 % per anum.

8 LOANS AND ADVANCES - Considered good

Advances - Unsecured
To staff 214,331 56,000
Advance rent 24,255 24,255

238,586 80,255

9 TRADE DEPOSITS, PREPAYMENTS
AND OTHER RECEIVABLES

Deposits
Security deposits 930,500 930,500
Prepayments
Insurance 10,023 10,438
Fee and subscription 220,165 178,620

230,188 189,058

Other Receivables -Considered good

Un-secured

Auditor General Pakistan 1,060,707 12,897

Receivables from Government of Punjab — 858,460

CBE fees and other receivables 787,332 809,640

Accrued interest 603,826 386,941

Receivable from Pakistan Military Accountant General 5,561,510 —

8,013,375 2,067,938

9,174,063 3,187,496
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2013 2012
RUPEES RUPEES

10 CASH AND BANK BALANCES

These were held as under:
In hand
– Cash 59,692 21,231
– Cheques 557,340 —
At bank:
– Current account 649,985 1,167,816
– PLS account 10.1 3,520,554 2,779,877

4,170,539 3,947,693

4,787,571 3,968,924

10.1 These carry profit rate ranging from 5% to 9%
per anum (2012 : from 5% to 9%)

11 MEMBERS' SUBSCRIPTION

Members' subscription - advance 4,517,600 4,149,650

Members' registration and subscription - applied 144,500 —

Less: Current maturity 448,050 390,050

4,214,050 3,759,600

12 ACCRUED AND OTHER LIABILITIES

Accrued expenses 4,511,158 2,543,543
Other liabilities
Security deposit 210,000 —
Tax payable 40,540 —

250,540 —

4,761,698 2,543,543

13 CONTINGENCIES AND COMMITMENTS

As discussed in Note 6.1 to these financial statements, investment of Rs. 13,112,033 in the Term
Deposits Certificates (COD-L) of Crescent Standard Investment Bank Limited (CSIBL) had become
overdue and was exposed to risk of realization. On August 30, 2006 the Securities & Exchange
Commission of Pakistan (SECP) had appointed Administrator for CSIBL, suspending its Board of
Directors and Chief Executive Officer. With effect from June 28, 2007 CSIBL was merged with
Innovative Housing Finance Limited (IHFL) to finally become Innovative Investment Bank Limited
(IIBL). The management of IIBL had offered a five years repayment plan to the Institute. Rupees 1
million had been received as 1st installment of revised repayment plan and remaining Rs. 12,112,033
was receivable over a period of four years starting from July 29, 2009. However, payment due on July
29, 2009 could not be made by IIBL. Innovative Investment Bank Limited (IIBL) vide its letter dated
July 29, 2009 confirmed that the aforesaid payment shall be made on availability of cash flows,
however, no payment had been received from IIBL. The Administrator of IIBL appointed by SECP sent
a “Draft Rehabilitation Plan” on May 28, 2010 to the institute to which the institute replied vide its letter
dated June 05, 2010 demanding the return of deposits invested with IIBL. The Intitute had written to
the Administrator of IIBL on June 4, 2011 for updated status to which IIBL had informed vide its letter
dated June 16, 2011 that the winding up petition filed by SECP in the Lahore High Court was pending
as such IIBL was not in a position to pay any claims till the final decision by the Hounorable Lahore
High Court, Lahore.The management of the Institute had made a provision amounting Rs. 12,112,033
as refered in note 6 to these financial statements.
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2013 2012
RUPEES RUPEES

14 STUDENT REGISTRATION AND SUBSCRIPTION FEES
Student registration 1,885,600 1,440,400
Student subscription 2,935,670 2,903,860
Student restoration 303,180 430,650
Student I.D card 197,100 156,300

5,321,550 4,931,210

15 EXAMINATION AND EXEMPTION FEES
Examination 7,663,755 6,827,005
Computer based examination registration 220,000 140,000
Computer based examination 2,461,000 1,709,000
Exemptions 6,129,740 5,187,360
Re-checking / duplicate 137,210 68,522

16,611,705 13,931,887

16 MEMBERS REGISTRATION AND ANNUAL
SUBSCRIPTION FEES
Member registration 316,300 333,600
Member subscription 2,115,050 1,607,550
Member restoration 117,800 137,900

2,549,150 2,079,050

17 COACHING FEES
Karachi 8,176,439 4,233,243
Lahore 3,008,867 2,970,400
Faisalabad 1,137,714 1,143,740

12,323,020 8,347,383

18 OTHER INCOME
Interest income from deposits 1,126,746 1,149,440
Rental income 140,000 176,000
Sales of books 376,166 289,000
CCPT affiliation 100,000 80,000
Registration and other fees 534,530 478,600
Others 278,348 326,998

2,555,790 2,500,038

19 EXAMINATION DEPARTMENT EXPENSES
Examination expense 2,080,964 2,045,815
Salary and other benefits 1,670,614 2,015,197
Examination honorarium 234,100 182,202
Computer based examination expenses 188,214 135,056
Printing and stationery 344,475 282,681
Postage 609,881 560,290
Utilities 242,933 249,580
Meetings 283,563 224,159
Entertainment 57,798 73,751
Repair and maintenance 88,091 62,453
Amortization 4.1 126,417 33,662
Software charges 66,057 15,957

5,993,107 5,880,803
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2013 2012
RUPEES RUPEES

20 MEMBERS' DEPARTMENT EXPENSES
Salary and other benefits 623,385 449,921
Printing and stationery 456,122 431,903
Postage 683,109 984,401
Utilities 231,623 145,204
Meetings 16,127 93,398
Repair and maintenance 74,380 18,213
CPD Seminar — 80,774

2,084,746 2,203,814

21 COACHING DEPARTMENT EXPENSES
Faculty salaries (pmad, private and public sector) 6,956,597 5,042,758
Salary and other benefits 5,669,224 4,875,247
Printing and stationery 347,917 624,560
Advertisement 1,634,543 1,751,763
Entertainment 91,486 108,317
Repair and maintenance 476,759 393,353
Bank charges 7,400 4,693
Newspapers and periodicals 8,735 7,690
Coaching expenses 41,542 125,185
Supplies 20,641 25,712
Postage 159,134 381,357
Conveyance 121,580 51,286
Rent 1,538,770 1,474,620
Utilities 1,261,603 1,048,519
Others 100,105 38,293
Meetings 172,681 123,916
Depreciation 3.1 362,328 399,778

18,971,045 16,477,047

22 ADMINISTRATION EXPENSES
Managerial remuneration 24 946,167 2,063,260
Salary and other benefits 2,795,831 2,052,358
Staff honorarium 60,934 19,000
Printing and stationery 421,080 243,745
Entertainment 23,472 25,848
Meetings 649,269 655,225
Postage 171,955 224,512
Utilities 252,682 145,363
Repair and maintenance 144,204 122,567
Auditor's remuneration 22.1 55,000 55,000
Rent 1,509,876 1,437,975
Fees and subscription 405,120 366,035
Newspaper and periodicals 13,150 10,457
Advertisement 3,001 61,400
Conveyance 24,562 38,285
Depreciation 3.1 & 5.1 414,437 453,515
Vehicle insurance 30,506 32,954
Supplies 84,781 158,295
Bank charges 52,282 96,957
Internet charges 31,446 8,113
Property Tax 31,692 13,944
Legal and Professional Charges 80,000 125,000
Wages 35,930 36,289
Other expenses 44,100 64,648

8,281,477 8,510,745
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