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PREFACE 

 

I am pleased to present the Financial Statements of the Government of Punjab for the year ended 30 

June, 2012 together with the Auditor’s Report thereon.  

 

The Financial Statements of the Government of Punjab for the financial year 2011-12 have been 

prepared by the Accountant General Punjab under Section 5 of the Controller General of Accounts 

(Appointment, Functions and Powers) Ordinance, 2001 and are the responsibility of the Controller 

General of Accounts (CGA).  

 

In response to the changing nature of stakeholder’s requirements for making informed decision 

making based on financial information and developments in the public sector accounting standards, 

the role of CGA has transformed. Stakeholders now expect high quality, reliable and relevant financial 

reports and the focus of CGA is not limited to reporting historical results, but is now constantly 

moving towards enhancing public value, by providing the legislature and the executive through the 

Financial Statements an insight of the Government’s financial performance.  

 

In December 2000, Auditor General of Pakistan prescribed New Accounting Model (NAM) with the 

approval of the President of Pakistan under Article 170 of the Constitution of Islamic Republic of 

Pakistan. NAM, which conforms to international best practices, comprises of seven volumes and is 

based on Modified Cash Basis of Accounting in which, though cash basis of accounting is followed, 

the following additional concepts were introduced:  

 

 Commitment Accounting  

 Physical and Financial Assets Accounting  

 Liabilities Accounting  

 

Commitment, asset and liability accounting practices are not yet implemented and these financial 

statements have been prepared on cash basis of accounting and do not include accrued receipts and 

liabilities.  

 

The current year’s Financial Statements have been prepared under NAM and the format of 

International Public Sector Accounting Standards (IPSAS) Cash Basis - Financial Reporting under the 

Cash Basis of Accounting has been adopted for the preparation of these Financial Statements.  

 

These Financial Statements focus on reporting the budgetary activity of the Government for the 

financial year as laid down in the financial procedures of the Constitution which describes the  
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 Government as Provincial Consolidated Fund and Public Account for which Annual Budget 

Statement is authorized by the Provincial Assembly in the form of Budgetary Grants. 

 

 

Finally, it is important to emphasize the value of sustained and dedicated efforts towards excellence in 

public sector financial accounting and reporting. Moving forward, management and staff of CGA are 

working closely to address the challenges and issues which can limit the quality, transparency and 

reliability of financial reports. Through excellent financial reporting we are committed to support the 

decision making critical to the nation’s fiscal future. 

 

 

         

 

       

Controller General of Accounts 

 

Islamabad, Pakistan         

Date: 31-12-2012 
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Auditor General of Pakistan 
Audit House, Constitution Avenue 

Islamabad, Pakistan 

 

Auditor’s Report 

 
The Department of the Auditor General of Pakistan has audited the accompanying Financial 

Statements of the Government of Punjab, which comprise statement of cash receipts and payments for 

the year ended 30th June 2012, statement of cash flows, statement of comparison of budget and actual 

amounts by function, statement of comparison of budget and actual expenditure by department for the 

year then ended and a summary of significant accounting policies and explanatory notes. 

 

Management’s Responsibility 
 

These Financial Statements have been prepared by the Accountant General Punjab on behalf of the 

Controller General of Accounts under Section 5 of the Controller General of Accounts (Appointment, 

Functions and Powers) Ordinance 2001.  
 

Auditor’s Responsibility 
 

The responsibility of the Auditor General’s office is to express an opinion on these Financial 

Statements based on the audit in accordance with the requirement of Article 169 of the Constitution of 

the Islamic Republic of Pakistan read with Section 7 of the Auditor General’s (Functions, Powers and 

Terms & Conditions of Service) Ordinance, 2001. 
 

Basis of Opinion 
 

The audit was conducted in accordance with the auditing standards issued by the International 

Organization of Supreme Audit Institutions. These standards require that audit is planned and 

performed to obtain reasonable assurance to the effect that the Financial Statements are free of 

material misstatement. The audit process includes examining, on a test check basis, evidence 

supporting the amounts and disclosures in the Financial Statements. It also includes assessing the 

accounting principles used, as well as evaluating the overall presentation of the Financial Statements. 

The audit results provide a reasonable basis for our opinion. 
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In our opinion: 

 

a. These Financial Statements present fairly, in all material respects, the 
the Government of Punjab for the year ended 30
budget and actual amounts by function and comparison of budget and actual expenditure by 
department, for the year then ended in accordance wi
Government of the Punjab. 
 

b. The sums expended have been applied, in all material respects, for the purposes authorized by 
the Provincial Assembly and have, in all material respects, been booked to the relevant grants
and appropriation. 
 

Emphasis of matter 
 

Without qualifying our opinion we draw your attention that under head Retirement Benefits 

(Pension Payments) a fraud amounting to Rs. 25 million occurred which was committed by the staff of 

National Bank of Pakistan Chowk Peer Bahar Shah Branch Sheikhupura. District Accounts Office 

Sheikhupra was not conducting post audit of the Pension Payment vouchers. The matter is under 

investigation in Federal Investigation Agency Lahore. Furthermore, even last year a fraud was

committed under head Pay and Allowances that indicated weak control environment both at levels of 

A.G Office and District Accounts Offices and there was need to strengthen it through robust 

supervision and monitoring.    
  

Other Reports 
Reports covering significant aspects of the financial governance or economical and effective 
utilization of public resources are submitted separately to the Governor of Punjab under Article 171 of 
the Constitution of the Islamic Republic of Pakistan.

      

Islamabad, Pakistan    
Date: 31-12-2012 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

These Financial Statements present fairly, in all material respects, the financial performance of 
the Government of Punjab for the year ended 30th June 2012, its cash flows, comparison of 
budget and actual amounts by function and comparison of budget and actual expenditure by 
department, for the year then ended in accordance with the stated accounting policies of the 

The sums expended have been applied, in all material respects, for the purposes authorized by 
the Provincial Assembly and have, in all material respects, been booked to the relevant grants

Without qualifying our opinion we draw your attention that under head Retirement Benefits 

(Pension Payments) a fraud amounting to Rs. 25 million occurred which was committed by the staff of 

n Chowk Peer Bahar Shah Branch Sheikhupura. District Accounts Office 

Sheikhupra was not conducting post audit of the Pension Payment vouchers. The matter is under 

investigation in Federal Investigation Agency Lahore. Furthermore, even last year a fraud was

committed under head Pay and Allowances that indicated weak control environment both at levels of 

A.G Office and District Accounts Offices and there was need to strengthen it through robust 

covering significant aspects of the financial governance or economical and effective 
utilization of public resources are submitted separately to the Governor of Punjab under Article 171 of 
the Constitution of the Islamic Republic of Pakistan. 

    

        ________________________
       Auditor General of Pakistan
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GOVERNMENT OF PUNJAB 
Notes to the Financial Statements 
For the Year Ended 30 June 2012 

1. REPORTING ENTITY 

Provincial Government - Punjab (the government) conducts its operations under the Rules of 
Business 1974. These rules were made pursuant to Article 139 of the Constitution of the Islamic 
Republic of Pakistan, 1973 (the Constitution) and envisages Provincial Government as comprising 
of departments and their attached departments.  Financial procedures of the Constitution describe the 
Government as Provincial Consolidated Fund and Public Account of the Province for which Annual 
Budget Statement is authorized by the Provincial Assembly in the form of budgetary grants.  These 
financial statements focus on reporting the budgetary activity of the government for the financial 
year.  

Article 170 of the Constitution confers the powers of defining the form,  principles and methods of 
accounts of the Province to the Auditor General of Pakistan which describes Provincial Government 
as an accounting and reporting entity comprising of; 

a) Centralized Accounting Entities; for which the Accountant General Punjab has the primary 
responsibility of accounting and reporting. 

b) Self Accounting Entities; for which the Principal Accounting Officer has the primary 
responsibility of accounting and reporting. The Self Accounting Entity is Forest Department.                                 

        

c) Exempt Entities; special purpose authorities/organizations and all the government owned 
corporations/ companies which are required to prepare their financial statements under their 
specific statue or Companies Ordinance, 1984 are classified as exempt entities.  Financial 
statements of these entities are not consolidated in the financial statements of the Provincial 
Government.  New investments by the Provincial Government in such entities are capitalized 
and any grants to the entities are classified as an expense of the Provincial Government, if any, 
in the financial year to which they pertain.  Return from these entities in the form of dividends 
or interest is classified as non-tax-revenue.   

          

Under Punjab Local Government Ordinance, 2001 District Governments were established.  The 
District Government consists of Zila Nazim and District Administration.  Auditor General of 
Pakistan under section 14 of the said Ordinance prescribed Local Government Accounts Manual for 
District Governments.  This manual requires preparation of annual finance and appropriation 
accounts by each District Government.  Besides Appropriation Accounts, from the financial year 
2008-09 the district governments are also preparing finance accounts and financial Statements based 
on the format of Cash Based IPSAS.  Local Government Accounts Manual also requires that 
accounts of the District Governments are consolidated in the financial statements of the Province.  In 
these financial statements, accounts of the following District Governments have been consolidated. 
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1 Attock   19 M.B.Din    

2 Bhakkar   20 Multan    

3 Bhawalpur  21 Mianwalli    

4 Bhawalanagar  22 Muzaffargarh    

5 Chakwal   23 Nankana Sahib    

6 D.G.Khan  24 Narowal    

7 Faisalabad  25 Okara    

8 Gujranwala  26 Pakpattan    

9 Gujrat  27 Rawalpindi    

10 Hafizabad  28 Rajanpur    

11 Jhelum  29 Rahim Yar Khan    

12 Jhang  30 Sheikhupura    

13 Kasur  31 Sialkot    

14 Khanewal  32 Sahiwal    

15 Khushab  33 Sargodha    

16 Lahore  34 T.T.Singh    

17 Layyah  35 Vehari    

18 Lodhran  36 Chiniot     

          

These financial statements include all centralized and self accounting entities and district 
governments. 

2. BASIS OF CONSOLIDATION 

The financial statements have been prepared by consolidating the accounts of all centralized and self 
accounting entities and thirty six (36) district governments. The assets, liabilities, receipts and 
expenditure are added together line by line using the same functional/object classification. Material 
inter- government transactions such as transfers from provincial governments which comprises, 
receipts of district governments are eliminated in consolidation. 

3. 
STATEMENT OF 
COMPLIANCE 

These financial statements have been prepared with the New Accounting Model (NAM). In 
December 2000, Auditor General of Pakistan prescribed NAM with the approval of the President of 
Pakistan under Article 170 of the Constitution of Islamic Republic of Pakistan and the 
implementation of NAM is an ongoing process. Commitment, asset and liability accounting 
practices have not yet been implemented and memorandum register for assets and commitments do 
not exit and accounting for liabilities is not done in accordance with NAM. 

- 7 – 
 
 
 
 

 



4. ACCOUNTING CONVENTION AND BASIS OF CONSOLIDATION 

  These financial statements have been prepared under the cash basis of accounting which recognizes 
transactions and events only when cash is received or paid by the entity.  Assets and liabilities in the 
disclosed notes are on a historical cost basis. 

 These financial statements have been prepared as per the requirements of NAM that supports 
international best practices. The Government is moving towards full implementation of Cash Basis 
IPSAS - Financial Reporting under the Cash Basis of Accounting. The statement of cash receipts 
and payments, statement of comparison of budget and actual amounts by function, statement of 
comparison of budget and actual expenditure by department and notes forming parts thereof have 
been prepared on the format of Cash Basis IPSAS - Financial Reporting under the Cash Basis of 
Accounting. The statement of cash flows as required by IPSAS 2 - Cash Flow Statements has also 
been presented, as encouraged by Cash Basis IPSAS. 

           

 The Financial Statements for the financial year 2011-12 have been prepared and presented in order 
to make a fair presentation of all the relevant financial information without making any change in 
the fundamentals applied and all policies have been applied on a basis consistent with the previous 
year. 

5. 
REPORTING AND BUDGET 
PERIOD 

 The reporting and budget period of these consolidated financial statements is the financial year 
2011-12. (from 1 July, 2011 to 30 June 2012). 

6. REPORTING CURRENCY 

 The reporting currency of these consolidated financial statements is Pak Rupees. 

           

7. SIGNIFICANT ACCOUNTING POLICIES 

7.1 Revenue recognition 

Revenue is recognized on the date of receipt of money by the bank or clearance of cheque. Revenue 
is recognized on a gross basis and any related costs are recorded separately. Receipts representing 
recovery of any previous overpayment are adjusted against relevant expenditure, if it occurs in the 
same financial year. 

7.2 Recognition of expenditure 

Expenditure is recognized on the date when payment is made or cheque is issued. Financial year to 
which the payments pertain is determined by the date on which a cheque or payment advice is 
issued. Policies for recognition of expenditure are as follows: 
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 a) Payments made through cheque 

           

 Expenditure is recognized on the date, the cheque is issued. 

 

 b) Inter-government transfers 

           

 Expenditure is recognized on the date, the transfer is made by the transferor. 

          

 c) Payments directly in bank accounts 

           

 Expenditure is recognized on the date, payment advice is issued to the bank. 

          

 d) Direct payments by State Bank of Pakistan (SBP) 

           

 Expenditure is recognized on the date when State Bank of Pakistan advises repayment of loans 
and other direct payments to the relevant accounting office. 

          

 e) Imprest payments 

           

 Expenditure is recognized when the required claim vouchers are submitted and imprest account 
is reimbursed. 

          

7.3 Foreign currency 

Transactions in foreign currencies are recorded in the books at the rates of exchange prevailing on 
the date of transaction. Exchange differences arising on settlement of these transactions are 
recognized in the Statement of Receipts and Payments, but are not disclosed separately . 

          

7.4 Employee benefits 

The government has following plans for its employees: 

a) General Provident Fund 
An employee compulsory subscribe to the General Provident Fund from the date of 
appointment and monthly subscription is by way of deduction from monthly payroll at a 
uniform rate of subscription, as advised by the Government for a financial year as laid in the 
Provident Funds Act (XIX of 1925) and General Provident Fund Rules. The Government pays 
interest on provident fund balance and is recorded as expenditure in the financial year. 
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b) Pension 
This is entitlement of government employees to a stream of payments after they retire from 
service. No liability for pension is recognized in the financial statements and pension payments 
made during the year are recorded as expenditure. 

c) Encashment of leave 
This represents liability arising form entitlements to the various forms of leave earned by 
government employees. No provision is made and the expenditure is recognized on the basis of 
payments made during the year. 

7.5 Investments 

All investments acquired by the Provincial Government are initially measured at cost being the fair 
value of consideration given plus transaction costs that are directly attributable to their acquisition.  

Subsequent to initial recognition, investments are carried at historical cost. Any dividends received 
against investments are recognized when received in the provincial consolidated fund. 

7.6 Cash and cash equivalents 

For the purpose of cash flow statement, cash and cash equivalents comprise cash with State Bank of 
Pakistan. 

7.7 Liability 

Liabilities are future sacrifices of economic benefits that the government is presently obliged to 
make as a result of the past transaction. All liabilities are recorded at historical cash value. 

          

7.8 Public Debt 
          

Public Debt comprise cash inflows from banks, similar lending agencies, commercial institutions 
and amounts owing in respect of non-cash assistance provided by third parties and foreign 
borrowings. All debts raised are classified as either floating or permanent debts depending on the 
nature of the transaction. 
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7.9 Assets 

Assets are future economic benefits controlled by the government as a result of past transactions or 
other past events. Assets are recorded at cost and currently no depreciation is charged. 

7.10 Loan and advances 

Loans and advances includes loan and advances due from autonomous bodies, financial and non-
financial institutions, to government servants for house building and purchase of conveyances and 
other loans. Loans to government servants are interest bearing and interest are calculated in 
accordance with the General Financial Rules. 

7.11 Payments by third parties 

The Government also benefits from goods and services purchased on its behalf as a result of cash 
payments made by third parties during the period by way of loans and contributions, in the shape of 
grants and aid. The payments made by the third parties do not constitute cash receipts or payments 
controlled by the Government as defined in the Cash Basis IPSAS - Financial Reporting under the 
Cash Basis of Accounting but do benefit the Government, as the Government does not receive cash 
(including cash equivalents) directly from, or gain control of the bank accounts or similar facility 
established for its benefit by, the third parties. Payments by third parties, if any, are disclosed in the 
payments by third parties column on the face of statement of cash receipts and payments and notes 
to the financial statements. 
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