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PREFACE

I am pleased to present the Audited Financial Statements of the Federal Government for
the year ended 30 June, 2013 together with the Auditors” Repont thereon along with the

management analysis report.

The Financial Statements of the Federal Government for the financial year 2012-13
have been prepared by the Accountant General Pakistan Revenues, Islamabad 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,

In response to the changing nature of stakeholders’ requirements for making informed
decision making based on financial information and developments in the public sector
accounting standards, the role of COA has ransformed. Stakeholders now expect high
quality, reliable and relevant financial reports and the focus of CGA is not limited 1o
reporting historical results, but is now constantly moving towards enhancing public
value, by providing the legislature and the executive through the Financial Statements

and Management Analysis report an insight of the government’s financial performance.

In December 2000, Auditor General of Pakisltan 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
bhest practices, comprises of seven volumes and 15 based on Modificd 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 format of International Public Sector Accounting Standards (IPSAS) Cash Basis -
Financial RBeporting under the Cash Basgiz of Accounting has been adopted for the
preparation of these Financial Statements.

These Financial Suatements focus on reporling the budgetary activity of the

Govermnment for the financial year as laid down in the financial procedures of the
Constitution which describes the Government as Federal Consolidated Fund and Public

Account for which Annual Budget Statement is authorized by the Parhament in the

form of budgetary grants.




Finally, it is impomant to emphasize the value of sustained and dedicated efforis
towards excellence in public sector financial accounting and reporting. Moving
forward, management and staff of COA are working closely wo address the challenges
and issues which can limit the quality, ransparency and reliability of financial reports.

Through excellent financial reporting we are committed to support the decision making

critical to the nation’s fiscal future,

Islamabad, Pakistan Conteoller General of Accounts
Doate:




MANAGEMENT ANALYSIS
INTRODUCTION

The Financial Statements of the Federal
Governmen! provide a record of the
Government's financial performance over
the financial year 20012-13 in the statement
of cash receipls and payments, its cash
flows along with comparison with the
revised budget approved by the Parliament
in the statements of comparison of budget
and actual amounts by function and actual
expendimre by division.

The financial statements for the financial
year 2012 - 13 have been prepared and
presented in order to make a fair
presentation of all the relevant financial

FINAKCIAL MAKAGEMENT

The financial management c¢ycle starts
with the preparation of annual budget
statement which is approved by the
parliament. A detailed elaboration of the
financial management cycle is as follows;

Each wyear Ministry of Finance
receives budget estimates from the

Government agencics.

Based on the resources available and
priorities of the Government the
annual budget is prepared.

Parliament approves the budget,
Principal Accounting Officer
sanctions the expenditore.

Confroller General of Accounts iz
responsible for the regulation of
preparation of annual  (Gnancial
statements. This task is accomplished

information without making any change
in the fundamentals applied and all
policies have been applied on a basis
consistent with the previous year.

The financial statements have been
prepared by the Accountant General
Pakistan  Revenues (AGPR) by
consolidating the information relating to
all Federal Government entities which it
receives from AGPE sub offices and
Self Accounting Entities.

through Accountant General Pakistan
Eevenues (AGFR) who has the prime
responsibility  for  disbursements,
keeping a record of transactions and
preparation  of  annual  financial
statements of the Federal Government
whereas for selfl accounting entitics
this task iz accomplished by the
Principal Accounting Officer (PAO).
Each year Auditor-General of
Pakistan  certifics  the
statements of federal, provincial and
distnct governments

Audited Financial Statements and
Audit Reporis are laid before the
Mational Azsembly. These reports are
then discussed in the Public Accounts
Committee who then reports back 1o
the Natonal Assembly.

financial




Financial Management Cyele
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GOVERNANCE STRUCTURE

Pakizstan is a federal republic w be
known as Islamic Republic of Pakistan
and the territories of Pakistan comprises
of the provinces of Balochistan, Khyber
Pakhtunkhwa, Punjab and Sindh,
Islamabad Capital Temitory and
Federally Administered Tribal Areas.

As per the Constitution of the Islamic
Republic of Pakistan, 1973, the
President of Pakistan has the executive
authority of the federation with a
Cabinet of Ministers headed by the
Prime Minister to aid and advise the
President in the discharge of his duties
and all executive actions of the federal
government shall be expressed to be
taken in the name of the President. The
exccutive authonity of the federation
extends to the matters with respect to
which Parliament has power to make
law including exercise of mnghs,
authonty and jurisdiction in relaion to
arcas outside Pakistan,

Authodiee
Budget

Dept.f
EgeCitives

To perform the execulive function and
o carry out the functions and fulfill the
responsibilities,  the  Constination
requires the President of Pakistan to
make mules for the allocation and
transaction of the business of the
Federal Government. Under  the
provision of Article 90 and %9 of the
Constitution, Rules of Business 1973
were  made which  define the
admmstrative structure, allocation and
transaction of the business of the
Federal Government.

A Divizion is the basic self contained
unit for the conduct of the business of
the Federal Government and a division
or group of divisions can be constituted
as a Mimstry with a Minister-in-Charge
under Rules of Business, 1973, Each
ministry or division may have attached
departments working directly under it to
perform specific functions, In addition
Federal CGovernment includes
subordinate  offices, special  purpose
anhorities and commercial enlerprises




which perform functions on behalf of
the Federal Government. Prime
Minister is responsible for imporiant

policy decisions and formulation of
ministries or divisions and allocation of
buziness amongst them.

|.‘ul|nini'~lr:|li~ ¢ structure of the Federal Govern I'IH'IllI
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FINANCIAL ACCOUNTING AND REPORTING FRAMEWORE

Public Sector Accounting practices in
Pakistan are currently undergoing major
reforms aimed al increasing transparency,
streamlining accountability and improving
overall financial management in line with
international standards and practices, which
mainly include;

* Implementation and Use of SAP R/3

¢ Development and Implementation of
New Accounting Model

The SAF R/2 solution being currently
implemented on 3 nationwide basis covers
all the District Accounts Offices (DDACY)
and Agency Sub-UMfices at the lowest level,
The solution covers all Accountant General
(AG) Offices and Accountant General
Pakistan Revenues (AGPR) sub-oflices al
the provincial level, the AGPR Head Office
and the Controller General of Accounts
{CGA) headguarters.

New Chart of Accounts was adopted from
1" July 2004. In December 2000, Auditor
General of Pakistan prescnbed NAM with
the approval of the President of Pakistan
umder Article 170 of the Constitution of
Izlamic Republic of Pakistan. NAM iz

based on Modified Cash Basiz o
Accounting in which. though cash basis of
accounting 18 followed, the following
additional concepts were introduced:

Commitment Accounting
Phyzical and Financial Asseis
Accounting

Liabilities Accounting

Commitment, assel and liability accounting
praclices are not vel implemented and these
financial statements have been prepared
under the cash basis of accounting that
recognizes transactions and evenis only

when cash is received or paid by the entity.

The accounting framework of the Federal
Crovernment  focuses 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 Government as Federal
Consolidated Fund and Public Account amd
consists of accounting principles, policies
and procedures. The framework prescribes
a particular basis of accounting, which is
relevant and applicable 1o Pakistan, but also
adopts, where applicable, the accounting
concepts laid down in Generally Accepted
Accounting  Principles (GAAP) and
International Standards.

The accounting framework infegraies the
accounting principles with the financial
reporting  requirements, the chan  of
accounts and the detaled accounting
procedures. These linkages are shown in
the following diagram:




Accounting Framework
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The format of International Public Sector
Accounting Standards (IPSAS) Cash
Bazis - Financial Beporiing under the
Cazsh Basis of Accounting has heen
adopted For the preparation of these
Financial Statements.
. The Financial Statements include;
Statement of Cash Receipts and
Payments
Statement of Cash Flows
Statement of Comparison of Budgeted
and Actual Amounts by Funcltion
Statement of Comparison of Budget
and Actual Expenditure by Division
Statement of Appropriation of Grants
by Ohject
Notes 1o the Financial Statements
The statements of companson of budget
and actual amounts by function and actual

expenditure by division are presented on a
gross basis, whereas reccipls and paymenis
of floating debt in the Statement of Cash
Receipis and Payments and Statement of
Cash Flows have been netted off for which
a reconciliation has been presented on a net
basis as disclosed in the notes tw the

financial statements.

Aszsels  amnd  Diabilittes of the Federal
Government are disclosed in the nofes to
the Financial Statements and are recorded
on a historical cost basis and do not include
acerued receipts and payments




FINANCIAL REVIEW

CASH FLOWS

The net cash flows for the year have
decreased by Rs. 19786  million
(2001-12:  decrcase by Rs. 15862
million), reducing the balance of cash and
cash equivalents at end of the year from a
balance of Ks.124,149 million last year to
2 balance of Es. 104363 mullion. Cash

used in operating activities decreased by
10.87%. The deficit in investing activities
has increased by 51.93%. The cash flows
from financing activitics has increased by
11.57%.

Cash Flows (Rs Billion)
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RECEIPTS AND PAYMENTS
RECEIPTS
Taxarion

During the vear under review 1ax receipls
were Rs. 1,927.377 million as compared
to Rs. 1,868,226 million for the previous
financial year, which represents an
mcrease of 3.00%. Ouwt of twial tax
collections for the financial year 2012-
2013, the Federal Government has
ransferred Rs. 1,134,194 million to the

provinces, These transfers are made from
all heads of taxes in accordance with the
NFC award. The net tax reported afler the
transfers leaves the Federal Government
with a tax revenue of Bs 793,183 nullion

against Rs.857, 119 million in companson

with the previous financial year,




The Federal Board of
Bevenue (FBR) imtroduced a wide-
ranging tax  amd tanff | reforms
implemented under Tax Administration
Reform Program (TARP). TARP was
reportedly effectively implemented by
widening the tax base by reducing
exemplions, incentives and concessions,
reducing multiplicity of rates, lowering
tax ralcs, shifung the incidence of tax
bupden from production to consumption.
moving away from the excessive reliance

The bazic philosophy of tax amd tacff
reform has been to move away from
invesiment and production based taxes to
income (direct taxes) and consumption
(sales tax) based taxes, Pakistan has

2012-13

B Inccme Tax
| Sa3bes Tax

B Customn [ty
W Federal Excise
W Other Tages

The composition of direct laxes and
indirect 1taxes for the vear under review has
been: Direct taxes 41% and indirect taxes
S0% (2011-12: Direct taxes 37% &
Indirect taxes 63%) out of wial taxes.

on manufacturing and taxing all value
additions including services, enhancing
the neutrality between present and future
consumption, enhancing the neutrality of
the tax system to forms of business
organizations and sources of finance, and
re-engincering business process of the Lax
system to overcome the culture of tax
avoidance and evasion.

succesded in changing the composition of
iz taxes but much more effort will be
needed to enhance the share of direct
taxes in total taxes. A bird eve view of the
tax composition is presented below;

2011-12

W income Tax
W Sabes Ta

m Custom Duty
I FederalEncite

m Otk Taxes
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Dire<t Tawes

Iirect Taxes

The direct taxes are a major source of
federal 1ax revenues after sales tax. Dhrect
tax consists of Income Tax, withholding
tax, capital value tax, tax on profession,
trade and callings and other miscellaneous
taxes,

Indirect Taxes

The net collecion of direct taxes has
decreased by 58 bhillion as compared 1o
previous year, the major reason being the
ingrease  in shares of  provinces.
Composition of direct taxes for the
financial vears 15 depicied below,

Direct Taxes (Rs Billion)
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Trdivect Toxes

Indirect taxes arc the largest contributor to
federal n1ax revenues. Indirect taxes
compnse of sales tax, customs duty and
federal excise duty. The total revenue from
Indirect taxes for the current year
amounted to Rs. 500 billion. Sales tax has

emerged as the leading revenue source in
recent years. Due o its buoyant nature,
the share of sales tax has come o 69.73%
of the tal indirect tax collected, customs
o 20.79% and Federal Excise 8.99% of
the total indirect taxes.




Indirect Taxes (Rs Billion)
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Tasaes,

Development Surcharge and Royalties

Items exhibiting major movements here
are  Development Surcharge on  Gas
showing 58.25% increase from previous
year, Gas Infrastructure Development Cess

Borrowings

I. Domestic Deby

During the year under review domestic
debt receipts amounted to Rs. 1,704,444
million which consist of permanent debt
and floating debi-net basiz. An increase of
243% in domestic debt receipts was
wilnessed in the current year as compared

178.38% increase from last yvear. The
Petroleum  Development  Levy  has
increased by B1.56%.

to the previous year, The composition of
floating debt-net and permancnt debt was
62% and 383% respectively this vear as
highlighted below;




Domestic Debt Receipts (2012-13)

Permanent domestic debt raised dunng
the current financial year was Rs. 653,130
million as compared 1o Rs. 756,978
million in the last financial year showing
a decrease of 13.72%. The major sources
were sale of Natonal Prize Bonds
(Rs. 155,617 million), Pakistan Investment
Bonds (Rs. 408,069 million) and Ijara
Sukkuk Bond (Rs. 90,036 million).

2. Foreign Debt

In the year under review, the burden of
foreign debt on the Federal Government
has decreased by Rs. 13,947 million.
Receipts of foreign debt recorded were
Rs. 200,726 million this year as compared
to Rs. 214,223 million last vear which
represents  6.3%  decrease.  Amongst
foreign lenders, Chinese Loan amounted
to Ks. 30,659 millon during the wyear.
Oher  major  donors  were  Asian
Development Bank (ADB) Rs. 40,291
million,  I[mternational  Dewvelopment
Association (IDA) Rs. 43,686 million and
Islamic  Development Bank (IDB)
Rs. 33424 mllion.

& Permanent Debis

Floating Debt-Met

Dividend and profit share

Dividend represents dividends received
against the invesimenis made by the
Federal Govemment in financial and
non-financial institutions. Non-financial
institutions were the prime source of
dividends received in the Federal
Consolidated Fund. An  increase of
28.63% in total dividend receipts was
recorded in comparison to the previous
financial year, the current year's receipl
amounted 1o Bs. 63485 million. Out of
total dividend income, dividend from
OGDCL was Rs. 26,602 million, e
42.41% of total dividend mcome,

Share of profits represents distributable
profits from the Siate Bank of Pakistan
and Pakistan Post Office to the Federal
Government against the appropriation of
their nel profits from their invesiment
holdings. The profit share received during
the vear was Rs 220000 million was
from State Bank of Pakistan. Profit share
from State Bank of Pakistan has shown
7.84% increase from the previous year.




The surplus profit of the SBP, after
making provision of reserve fund
dividend payments, 15 transferred to the
Federal Governmient,

Recovery of loans and advances

This item has witnessed normal movement
in aggregate. Compared to previous year, a
decrease of 11.17% in recoveries from
provinces and an increase of 947% in
recoveries from financial instilutions have
been recorded. As far as recovenes from
provinces are concerned, figure of last vear
stood at Rs. 36,142 million compared 1o
Ris. 32,104 million this year,

FAYMENTS

The Federal Government’s plan of betler
fiscal  tramsparency and  improving
expendilure management 15 still af the
forefrot of policy despite  the
impediments faced by the country during
this fiscal year. Total payments made from
Federal Consolidated Fund during the

current year increased by Rs. 506,057
million (14.77%) over the previous year.
Total payments made dunng the year
amounted to Rs. 3933137 million as
compared to Rs, 3427130 million last
year,

The major paymentz include salaries and
employees  benefits  amounting 1o
Rs. 591,150 million, operating expenditure
amounting w0 Rs. 369543 million,
servicing of debt Rs. 990,354 mullion,
grants, subsidies and write-off of loans
Rs. 856,216 nmullion and
repayment of debts amounting to

Rs. 380427 million. The Prncipal

principal

Eepavment of Debt consisted of
repavment of domestic debt of Bs. 163 988
million and Rs. 216439 million for
repayment of foreign debt. Out of total
debt servicing payments of Rs. 990,354
million, the domestic debt servicing cost
was Rs. 219,740 million and foreign debt
servicing cost was Hs. 70,614 million.
Compared to the payments in the previous
years, the major increases have heen
witnessed in the arcas of salaries and
employees  bhenefits  with  1B.41%,
operating expenses with 8.49%%, servicing
of debis with 9.35%. investmenis with
1.794% and loans: and advances with
4. 445,

The composition of payments made has
been detailed below;




Payments (Rs Billion)

Others

Loans and Advances

Salaries and Employees benefits

Principal Repayment of debis

Operating Expenses

Grants, Subsidies

Servicing of Debts

200 A0 00 B0 1,000

Payments - Comparison af two years
THE BUDGET 2012-2013

The budget s the prancipal document by = Schedule of Awhorized Expenditure -
which the Government sels oul s detailed estimates of Consolidated Fund
financial plan for each financial year, - current expenditure and detailed
namely how much the plan will cost {1.e. estimates of Consolidated Fund
expenditure) and how much and in what development expenditure (Article 83 of
way, money will be raised to finance the the constibution)
expenditure {i.e. revenue). It consists of Finance Act - the legal instrument
the following documents; through which the budget becomes an
act of law.

= Annual Budget Statement (article 80 of

constitution)

Medivm-Term Budgetary Framewerk (MTBF)

Previously the budget process was year with uncertainty regarding the
structured to provide only annual budget, availability of resources bevond the
This did not permiit spending agencies to anmmal budget. In order to allow these
formwlate their programs msofe than a spending agencies o plan their programs




in a consistent and coherent manner, the
Government has initiated the process of
putting in place a Medium - Term
Budgetary Framework (MTBF). MTBF
assisls in improving the overall quality
of planning and budgctary process and
also  enhancing the quality and
effectiveness of public expenditure. It
has introduced the concept of mult-year
budgeting. MTBF will enable ministrics
to prionitize their spending plan within
the indicated envelop and will, to a great
extent, reduce the uncertainties that
impede effective planning.

The MTBF reforms initiated in 2003
comprise two major components — the
strategic  or  “lop-down” component
implemented in the Ministry of Finance
and the "bottom up” component which

introduces strengthened budget
preparation  through  owiput  based

budgeting. progressively  across  the
Federal Mimztrics.

National Finance Commussion (NFC)
Award

According 1o 7" MNational Finance
Commission Award notified through
President’s onder No 5 of 2010 issued on
10" May 2010, provinces shall be
assigned in cach financial year a share
equal to the percentage of the net
proceeds of the following taxes and
duties levied and collected by the
Federal Government:

{a) Income fax

{b) Wealth Tax

(c) Capital Value Tax

(d) Taxes on Sales & Purchase of goods

{e) Export Duty on Cotton

(f) Custom Duties

{g) Federal Excise Duties

{h) Any other tax which may be levied
by the Federal Government.

Percentage Share

56.00% 57.50%
e e A 7R M Y

2007-08 2008-09 2009-10 2010-11 d011-12
onwards

Ome percent of the net proceeds of the
divisible taxes were assigned to Khyber
Pakhtunkhwa 1o meet the expenses on war
on temror. The balance was  distnbuted
amongst the provinces as per the percenfage
shown in the pie chart below:
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Provincial Share

& Punjab

& Sindh

& Khyber Pakhtunkhwa
& Balochistan

Analyzsis of Budgel - Comparison af
Actual With Budgel

Capital and Revenue are two major

categorics of receipts disclosed in the
financial statements. An amount of

Budgeted Payments

The detail below depicis the allocation of
original and revized budget of revenue
expenditure. Thiz entals distribution of
original and revised budget on different

Rs.1,6015.540 million was budgeted as
revenue receipls against which actual
receipts collected were Rs. 1.591.745
million. Capital receipts budgeted were
Rs. 8,686,243 million and the actual
receipts were of Rs. 10,064,550 million.

functions of the Government ie.
percentage of budget allocated originally
and itz subsequent revision in different
functions.
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FINANCIAL SYSTEM, CONTROLS AND LEGAL COMPLIANCE

Financeal System and Confrol

The effectivencss and credibility of
critically
dependent on the availability of timely
and accurate financial and management
information, a framework of financial and
accounting  principles and procedures
designed according 1o internationally
accepled standards, The Government has
made significant progress in its efforts wo
re-engincer i3 cconomic and financial
management (unction to include as key
elements of its strategy:

government  policies 1

» Modern accounting system designed
according to internationally recognized
accounting principles and standards,
and based on modem information
technology 10 ensure ready availability
of relevant, Accurate and timely
information rtequired by cconomic
managers as a decision support sysiem.

Implementation of the world most
advanced Enterprise Resource
Planning (ERP) system, SAP has been
implemented at AG offices. Two
modules namely Financial and
Controlling (SAP-FICO) and Human
Resources (SAP-HR) are cumently in
use. This sysiem has contnbuled a Lot
in the preparation of financial
statements. Additonally, procedures of
Payroll and CGeneral Provident Fund
have become more effective. Burden
on the employees has been reduced and

effecuveness ensured. Due w s
advanced functionalities, tracking of
each and every case of GF fund or
payroll has become very easy and full
information can be retrieved even after
a nummber of vears.

Increasing professionalization of the
elements of s civil services which
deal with fnancial and  economic
MAnJEement, requiring key
competencies in staff training  and
appropriate human rasoures
management  policies  emphasizing
performance,

knowledge; and.

experience and

& Increasing partnership between the
private and public sectors in  their
respective  areas  of comparative
advantage.

The Government has implemented New
Accounting Model (NAM) to improve
expenditure management and fiscal
transparcncy. NAM was approved subject
to its implementation which is in process.
Keeping in view the massive scale and
complexity of government accounting
significant progress has taken place.
However, at  present memorandum
registers for assets and commitments do
mot exist and accounting of liabilities is
still in the process of completion.




The CGA has circulated the Principles for
Internal Financial Coatrol (FIFC) 1o
Ministry of Finance and the Provinecial
Finance department as required under
section 5(d) of the Controller General of
Accounts  Ordinance, 2001. These
prnciples have been based on  the
Commiltee of Sponsoring Organizations
(COS0) Framework that confirms to best
practices of intemal controls standards.

These PIFC principles are discussed in
twenty high levels internal financial
controls  poverned by five major
components namely control environment,
risk  assessmeni, control | activilies,
information and communications and
moniloring.

These concepts define the minimum level
of guality acceptable for intermal control
in Government and provide the basis
against which intermal controls are to he
evaluated.

Theze concepis apply to all aspecis of an
organization’s operations. However, they
do ned intend to limit or interfere with
duly granted authority related 1o
developing legislation, rule making. or

other discretionary policy making in an

ofganization and focuses on ensuring
reliability of financial information being
generated, safeguarding of assels as well
as compliance with laws and regulations
reporting,

dishursements and financial control.

hnancial

affecting

The role of Principal Accounting Officers
(PACY) and Chief Finance and Account
Officers (CFAQ's) is to establish a
control mechanism to exercise oversight
responsibility  relating to  financial
management including financial control
and reporiing and as an effective member
of the audit commitiee established by the
management.

Legal Compliance

All Federal Ministries, Self Accounting
Entities and Government Departments are
required to comply with a wide range of
laws and regulations, including budgetary
appropriations, employment, healih and
safety and others. The responsibility of
compliance primarily resis with ihe
Principal Accounting Officers and its
compliance  with  relevant  laws  is
conducted by the Auditor- Generals
Office as part of ns financial statement
audit.




Auditor General of Pakistan
Audit House, Constitution Avenue
Islamabad, Pakistan

Auditor's Report

I have audited the accompanying financial statements of the Federal Government, which
comprise the statements of receipts and payments for the vear ended 30 June 2013, statement of
cash flows, statement of comparison of budget and actual amounts by function, statement of
companson of budget, actual expenditure by division and statement of appropriation of grants by
object for the year then ended and a summary of significant accounting policies and other
explanatory noles.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and proper presemtation of these financial
statements in accordance with the applicable financial reporting framework.

Auditor’s Responsibility

My responsibility is to express an opinion on these financial statements based on my audit in
accordance with the requirements of Article 169 & 170 (2) 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. I conducted my audit in accordance with the
International Standards for Supreme Audit Institutions (ISSAls) and other guidance issued by my
Departiment. These standards require that 1 perform procedures including nsk assessment, 1o
obtain reasonable assurance whether the financial statements are free of material misstalement.
The audit process includes examining, on a test basis, evidence supporting the amount and
disclosures in the financial statements. It also includes assessing the accounting policies used, as
well as evaluating the overall financial statements presentation. | believe that my audit provides a
reasonable basis for my opinion.

In my opinion:

{a) These financial statements properly present, in all material respects, the financial position of
the federal government as at 30 June, 2013 and the results of its operations, its cash flow and
its expenditures and receipts, by appropniation for the year then ended in accordance with the
stated accounting policies of the Government of Pakistan.

(b} The sums expended have been applied, in all material respects, for the purposes authorized
by the Parliament and have. in all material respects, been booked to the relevant grants and
appropriations.




Emphasiz of Matter

Without qualifying my opinion, I draw your attention to Note 6.12 in the financial statements
relating 1o payments by third parties. Under IPSAS Cash Basis, disclosure of third party
payments is a mandatory part of the general purpose statements and should be disclosed
separately on the face of the statement of receipts and payments of the Federal Government. The
Federal Government has disclosed third party payments as NIL on the basis that neither the
Federal Government has been formally advised by the third party or the recipients nor such
payments have otherwise been venfied.

Other Reports

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

Islamabad, Pakistan Auditor General of Pakistan
Dated:
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FEDERAL GOYVERNMENT
Statement af Cash Receipis and Paymenis
For the Year Ended 30 June 2013
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FEDERAL zOVERMNMENT
Statement of Cash Flows
For the Year Ended 30 June 2013
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FEDEBAL GOVERNMENT
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FEDERAL GOVERNMENT

Statenwent of Comparison of Budgeted and Actual Exponditure by Division

For ihe Year Ended 30 June 2013

[V TR

A t3 mmaliey -

i Rowemanis

Baviied

bl Boti L

Capeial Autmmmd pirainen s Dgvrlporal Dinieas
Oty Chunge [rvmion

[Ty e

R i M il

Dhresia Thivisss

Eufore Froduckon Dovsa

Fufonss Brrvern

Fawhainad Allain ynniedd

B ilia e Devdip 4

Praiicail £ MHoniicedsl

Beenpa Asum Dermaa

Hophrn bda g e

Hewidf sl Waili Diviiest

s Buistin [hoaledsimil Dywiiive
Mok B b Dvniiesh

rdercHa Dracoa

Srformmetien wrd Brsstowing Dnss

ol sl T bl ogy & Tobr cowmpiy oo d s
Toa g Py pu)] oo Darineg
SRl Th b

b Ardum & Calgw Faltwss Donoa
Larw s duseoy Dromses

B, P 0 el P bopimridary Ao Evisess
Mt Cotial Dresesdy

Slasbaal Aaiambdy

Mzl Ford Sererry med Rrevers Dovisa
Ml M=y Dovisen

Mugraal Harfugr el lobograse Dvanea

w ] Esgel el P
Chirsiai Faliiiloiss i

Faimn Fahsuy Dioioes

FPulimisiery AfTass Dovinoa

Prtzeinum and Matatd Beraron Doases
Flawny b [iwer! pemn it P

o ctad Thaapar i Dviaiarin

Foriad Farvasy Tivasm

Povatnsiin Dvvars

P bon Dhorme.

Bbypreeeal gl Tachoass Traesey Bopares Mromses
| RIS B PP

[P (R |

Frirntde sl T bk g el Fasd aih Dhvesans
T e Frozemr Bagney Benpem

Easutin Divrniem

Tritls Moy {risssi

Tha Smbade

W e wd P [ ek

Bowit

Adraad
Awrdaniy

SR o i 2

B oalgyiod o cmmis

| SMnpus

Raviad

TRaT
3538
el

L]
L
HLE2
FLLE]
Ran gl
ARR AN

FTETEETY
Lissi

£ kin
o

Sryfregyi

s 82

FEsEs

1Tard
L
i
LA
£E1

EE 15T

et

]
S0
10 &T4
| 588

L LRIL
iria™
RL ]
TANEAIE
L2
B4 N1
. |

LD
Ll
i

o i
4700




FEDERAL GOVERNMENT
Statenwent of Comparison of Budgeted and Actual Exponditure by Division
For the Year Ended 30 June 2013
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FEDERAL GOVERNMENT
MNotes to the Financial Statements
For the Year Ended 30 June 2013

I. REPORTING ENTITY

Federal Government - [slamic Republic of Pakigtan ("the Government ™) cobducts it operations under the Rules
of Busimess 1973, These rules were made pursuanl o Article 90 and 99 of the Consutation of the Iilamse
Ezl'ul'h]u; of Pakagtan, 1973 [“the Congtiulion™) and envisages Federal Govemment as wmprism; of munisirees,
divisions and allached depariments. Financial procedures of the Constilwlion describes the Government as
Federal Fund and Public Account for which Amnual Budgel Siatement is authonzed by the Parliamen in the
form of badgeiary pranis, These finuncial statements [ocus on reporting the budgetary activity of the povernment
for the fknancial vear.

Ariscle 170 of the Constitution confers the powers of delinng the [orm, pnnciples and methods of the accounts
of the federation 10 the Avditor General of Pakistan, with the approval of the President, Mew Accounting Maodel
wag prescribed by the Auditor General of Pakistan in 2(00H) which describes Federal Govemnment as am
accounting and reporting entity comprising of;

&) Centralized Accounting Entities: for which the Accountant General Pakistan Revenuss has the primary
r|=s|'r|.1n.;i.'|'|-:|til:|.' for :.n:nliunl:ing anad repoiang.

by Sell Accounting Entitbes; for which the Prncipal Accounting Officer has the primary responsibility for
accounting and reportang. The Selfl Accounting Entities are as under;

1. Defence Services

2. Pakistan Post Office Departmen

3. Foreign CHlice

4. Pakistan Public Works Department

5. Central Directorate of Mational Savings
6, Fakistamn Maml

7. Geological Survey of Pakistan

B. Pakiston Railways

Exempt Bntities; special purpose authortice! ospanizations and all the Govemnment ownesd corporations
companies which are required 1o prepare their financial satements ander their specific slae or Companics
Crdinance, 1984 are clagsified as exempl entiies, Financial statements of these entitics are md eladed in
the hinancial stalements of the Federal Crovernment, Mew investments by the Feoderal Crovermment i such
entities are capitalized and any grands to tbe enlities are classified as an expense of the Federal Government
in ihe financial year 1o which they periain. Betum from these entities in the form of dividends or imterest is
clasgified as non-1ax revenue.

These linancial statements include all centralized and el accounting entities except for Pakistan Railways,
Frnancaal stalements of Pakistan E.Ii.l'wa].': are ]'rrqmﬂlqm a hazis other than cash and are s:pirn!:ly pm:p:nl:l.!.




FEDERAL GOVERNMENT
MNotes to the Financial Statements

For the Year Ended 30 June 2013
2. STATEMENT OF COMPLIANCE

These financial satements have been prepared in accordance with the New Accounting Moedel (MAM) which
COMpTISCS of seven volumes, In December 2000, Auditor General of Pakistan prescribod NAM with the approval
of the Fresident of Fakistan under Article 170 of the Copstitution of Islamic Republic of Pakistan and the
implenwentation of NAM is an ongoing process. However commitment, asset and liability accpuniing practices
have net wet been implemented and memorandum registers for assets and commitments de pot exist and
accouning of liabiliaes is not done in accordance with MAM,

ACCOUNTING CONVENTION AND BASIS OF PREPARATION

Thesie [knancaal stalemenls have been [ﬂqﬂ:ﬂl under the cash hasig al avcounling which :mn;ni:n:s Irangacizons
amil events only when cagh is received or paid by the entity. Assets and liabilities in the disclosed nides are on 3
historcal cosl basis

These Minancial satements have been prepared as per the requirements of MAM that supports imemnational best
practices. The satement of receipts and payments, Matement of cash flows, statementz of companson of hudgen
amd aciual amounts by function, stalements of companson of budgel and actual expendiiure by divesion and
s foemming parts thereof have been prepared on the format of Cash Basis TP3AS - Financial Reporting under
the Cash Basis of Accounting. The statement of cash flows as required by TPSAS 2 - Cash Flow Siatemenis has
also been presented, as encoaraged by Cash Basis IPSAS.

The Financial Statements for the fimancial year 20112-13 have besn prepared amd presented in coder to make 2 faur
presentation of all the relevast financial information withoat making any change in the fondamentals applied and
all policies have been applied on a basis consistent with the previous year.

. REPORTING AND BUDGET PERIOD

The reporting and budget period of these financial statements is 1be fnancial vear 20 2-173 (from 1 Jaly, 2002 w0
30 Jupe, 2003),

. REPORTING CURRENCY

The reponting cusrency of these financial satemenis is Pakistani Rupee.
. SIGNIFICANT ACCOUNTING POLICIES

Revenue recognilion

RBevenue 15 recopnized on the date of receipt of momey by the bank or clearance of cheque. Revenuwe is
recognized on a gross basis and any related costs are recorded separately. Receipts representing recovery of any
previows overpayement are adjposied against relevant expendiune, if it occurs in the same financial vear




FEDERAL GOVERNMENT
MNotes to the Financial Statements

For the Year Ended 30 June 2013
6.2, Recognition of expenditure

Expendinee is recognired on the date when payment i3 made or chegue i3 sued. Financial yvear to which the
payments perlain i3 determingd by the date on which a chegue or payment advice 15 wseed. Policies for
r:l.'n:lir_n:i[p.'m |.1|!'|.-J.p:ml1[u.n: are as [ollows:

a)  Payments made through cheque

]'Ltp-:.ndi.lnr: 1% rm:-ﬁni.ml om he date the ch:qu«: 1% pesmeadl,

Inter government transfers
Expenditare 15 recognized on the date the transfer is made by the transferor,
Payments direcily in bank accounis

Direct payments inle bank accoupt, expendilure is recognized on the date the payment is made by the bank

Direct payments by State Bank of Pakisian (SBFP)

Repayment of loans and other direct payments by the SBP, expemliure i3 recognized on the date Stale Bank
af Pakigtan adveses the relevan! accounting of fice,

Imprest payvments

Expenditare 1 recognized when the required clam vouchers are submilled and imprest accound s
reimshursed,

. Forelgn currency transactions

Cash |r.cv|:i|1r.|: arul payments .:rl;'mg frovn Eramsactions in megn currencies are reconded 1m Pak H.upu h}
applying to the foreign carrency amwant fke exchange rate between the Fak Fupes and the foreipn cumency af
the date of the receipis and paymeals

. Employer benefits
The povernment bas following plang for i emplovees:

a)  General Provident Fund

An employee 13 compulsory subscnibed to the Gemeral Provident Fund from the date of appointment and
moathly subscnpiion 12 by way of dedwctnon [rom the monthly payrall at a wnaform rate of subsenplion, as
adwvised h:.' the Governmen! [or 3 hinapcyal year as laid down in the Provident Funds Act (XIX of 1925) and
General Provident Fund Rules, The Governmenl pays imesest on provident lumd balance apd b5 recondsd as
experditure in the fnancial year,




FEDERAL GOVERNMENT
MNotes to the Financial Statements
For the Year Ended 30 June 2013

kb Pension

It 15 the entillement of governmenl employees to a stream of payments after they retire from semace. No
lishality for pension i5 recognized in the inancial sAatements and penston payments made dunng the year are
recorded s expenditure.

Encashment of leave

This represents habelsty ansing form emtitbements to the vanous forms of lexve camed by government
emiployess. Mo provision s made and the expendeiare 15 recognazed on the basis of payments made during
ihe vear.

6.5, Investments

Investments are initally measured at cost being the fair valee of consideration given plus (ransaction costs tha
are dircetly attmbutable 1o their scquisition. Subsequent to initial recognition, investments afe carmed an
historzcal cost. Any dividends recelved apainst investmsents are recognized when reosived in the Federal
Congohdated Fund

b, Cagh anal cash equivalents
For the purpoze of cash Mow statement, cash and cash equivalents comprise cagh wath State Bank of Pakistan and
federal freaswries.

6.7, Reporting on nel basis

Floating debs includes treasury hillz auctioned by the povemment in which the mmover i guick, the amounts ae
large and mamntes are short. These have been reported on a net basds in compliance with IPSAS Cath Basis. A
recanciliaton of gross and net amdumls 15 presenied in ode 29 1o the linancial salements,

6.5. Liability

Liahilities are Futare sacrifices of economic benefils thal the government is presenily obliged to make as o result
of the pust transaction, All lishilities are recorded af historical cash value,

.9, Fublic Dvhi

Public Debt comprise cash inflows from banks, similar lending agencies, commencial instinutions and amsunis
owing in respect of pon-cash assistance provaded by thind pamzes and forelgn bormowings. All debes rabsed are

classalied ag enther fNoating or permianem debts depending on the natare of the ransaction.

6,10, Assels

Aszers are faure econdmuc benefits controlled by the governmsent a8 & result of past trapsactions or other past
evenls, Assels are recorded 3 cost and currently no depreciation ks charged.




FEDERAL GOVERNMENT
Motes to the Financial Statements
For the Year Ended 30 June 2013

&.11. Loans and advamoes

Loans asd sdvances inclaide loans and advances due rom provineial povernments, salononses bodics, finascial
and monsfinancial institutions, povernment servanls for housing haikling and purchase of conveyances and oifber
loams. Loans 1o povernmenl seérvams ane mnterest bearing amd imberes are calealated in sccordance wilh the
Ceeneral Financial Bules

Gl Payments by third partics

The Federal Government also benefits [rom peods and services purchased on its behall a5 5 result of cash
payencnis made by third pastics during the pervod by way of loans and contributions, in the shape of grants
and aads. The paymenis made by the third pantics do nol constiluie cash receipls or payments controlled
by the Federal Government as defined in the Cash Basis [IPSAS - Financial Reporing under the Cash
Bagis of Accounting, but do benefit the Federal Government. az the Federal Government dogs mot
receive cash ncluding cash equivalents) dircctly from, or gain control of the bank accounts or samilar
facility established for s benefat by, the third parties. Paymenis by thard parties, of any, are disclosed
the payments by ihird parties column on the face of Sisiement of Cash Receipis and Paymenits and
notes o the inancial siatements,




FEDERAL GOVERNMENT
MNaotes to the Financial Statements
For the Year Ended 30 June 2013
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For the Year Ended 30 June 2013

& ECONOMIC SERVICES RECEIFTS
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FEDERAL GOVERNMENT
Notes to the Financial Statements
For the Year Ended 30 June 2013
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FEDERAL GOVERNMENT
Motes to the Financial Siatements
For the Year Ended 30 June 2013

14 DEVELOPMENT GRANTS
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FEDERAL GOVERNMENT
Motes to the Financial Statements
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6, NET RECELFT OF FUBLIC ACCOUNT
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19, COMPARISON OF BUDGET AND ACTUAL ANOUNTS

The eppioved bedpet is developed oo the same socoenting beis |cash bacis), feectenad classifeation basis sed Soo the warme persod
e For fhe Ninanciad stadcmenis. M cocompaeens B jams aadiies a8 S financial sistoments - a8 identiliod in nade | above.

The slafemenis of comparison of budaoted and actual amounds by functon and by division @ prewonted on 3 grods badis, whereas
pevenple and payrments of Moating Sebi in B Sakiesint of Cadl Recopls dnad Payments bave bien sifled ol a8 ¢xplained in nods &7
Feor which o recomscsliation b prepesned bedow.




FEDERAL GOVERNMENT
Motes to the Financial Statements
For the Year Ended 30 June 2013
2014 b-c] |
HRupees Fupees
[ER I s MEillion
Feceipts

Avinel sedeipd b Suateenerl of Comparzees of Badpel and Aiual At 11656295 BT L
by o< oon

Add: Floating debt-ged 1051314 BT AT
Lais : Flosting debt moocipts A LA ] 6 ETH ST
Autual meepiptd an Seatermen! of Cash Reccipti and Paysweti L1414 3 ETA TR

Fagments
Avial payesen i Slacex el of Congenuea of Bodfer & Advad Ameint 920,027
by Poncoon and Aciual Expenditare by Divisen
Lis : Flosting deld paymeels _ [RTTLEFT
Avtual pavrace i Statrzaced of Cudh Recsspel dzd Paymenty JALT, 1

L AUTHORIZATION FOR [S5UE

Undow poction 7 af the Asditor Goneral's (Fenctseng, Powere asad Torma: snd Conditios of Sorvice ) Oecircancp, 3001, soad wath Artche
171 of ibe Comitoation, e Audio-General sobmils e comified fnancial slanerstnts of the ledieral povernzacen mogeother wak the

andi reports on these financial dalemenis io the Fresident of the blumic Bepabiic of Pamium who sfhall casse dhemm fo be lad before
the MNatzonal Adscmbly, Thise Faasial tucments bave Boon selonned foo tvos oo

M. GENERAL

L1, Lavwel of Precision

Fapuse i (kede linartial st hove bees routded oll 15 the drascsl fmlbon o mipees, unleil siberaise flaed

514 Corrvspeasding Figores

Correspording figaees, wherever necessary, have boen rearmanged aod reclasaifed foe the purposes of compatisos

Accowntant Geseral Pakistan Revenuiet







