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AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed balance sheet of Kaarvan Crafts Foundation (the Company) as at December 31,
2016 and the related income and expenditure account, statement of comprehensive income, cash flow statement
and statement of changes in fund balances together with the notes forming part thereof, for the year then ended
and we state that we have obiained all the information and explanations which, to the best of our knowledge and
belief, were necessary for the purposes of our audit.

It is the responsibility of the Company's management to establish and maintain a system of internal centrol, and
prepare and present the above said statements in conformity with the approved accounting standards and the
requirements of the Companies Ordinance, 1984, Our responsibility is to express an opinion on these statements
based on our audit.

We conducted our audit in accordance with the International Standards on Auditing as applicable in Pakistan.
These standards require that we plan and perform the audit to obtain reasonable assurance about whether the
above said statements are free of any material misstatement. An audit includes examining ora test basis, evidence
supporting the amounts and disclosures in the above said statements. An audit also includes assessing the
accounting policies and significant estimates made by management, as well as, evaluating the overall presentation
of the above said statements. We believe that our audil provides a reasonable basis for our opinicn and, after due
verification, we report that:

a) in our opinion, proper books of account have been kept by the Company as required by the Companies
Ordinance, 1954;

b} in our opinion:

{ii the balance sheet and income and expenditure account logether with the notes thereon have been drawn
up in conformity with the Companies Ordinance, 1984, and are in agreement with the books of account
and are further in accordance with accounting policies consistently applied,

iy the expenditure incurred during the year was for the purpose of the Company's business, and

i) the business conducted, investments made and the expenditure incurred during the year were in
accordance with the objects of the Company;

¢} in our opinicn and to the best of our information and according to the explanations given to us the balance shaet,
income and expenditure account, statement of comprehensive income, cash flow statement and statement of
changes in fund balances together with the notes forming part thereof conform with approved accounting
standards as applicable in Pakistan, and, give the information required by the Companies Ordinance, 1884, in
the manner so required and respectively give a true and fair view of the state of the Company's affairs as at
December 31, 2016 and of the deficit, total comprehensive income, its cash flows and changes in fund balances
far the year then ended; and

d) in our opinion no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 XV of 1980),

We draw attention lowards note 1.2 to the financial statements which states that currently. the Company is in
process of renewing its license under Section 42 of the Companies Ordinance, 1984 from the Securities Exchange
Cemmission of Pakistan, Our opinion is not gualified in respect of this matter.

ARTERED ACCOUNTANTS
Engagement Partner: Imran Afzal
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Chartered Accountants
Member of Grant Thornton International Ltd
Offices in Karachi & Islamabad




KAARVAN CRAFTS FOUNDATION
(A Company set up under section 42 of Companies Ordinance, 1984)

Balance sheet
As at December 31, 2016

2016

{ Rupees )

Assets

Mon-current

Property and equipreant 4 7,814,790 9,332 817
Intangible assets 5 460,611

Long term security deposits 389,527 480,750
Mon-current assets 8,664,928 9 823 357
Current

Grants receivabla 3 4,164,783 2.534 176
Advances, prepayments and other receivables 7 227 9496 856,137
Advance income tax 7,311,276 6,047 715
Short term investments ] 31,000,000 41,000,000
Cash and bank balances ] 735,887 11,502,833
Current assats 43,439,942 51,940 861
Tatal agsets 52,104,870 71,764,228

Equity and liabilities

Equity

Accumulated surplus 10 48,316,681 64,733,286
Total equity 48,316,681 B4, 733,286
Liablities

Non-current

Deferred liabilitios 11 990,350 459,596
Mon-current liakilities 990,350 459,596
Current

Trade and cther payables 12 2,797,839 5,571 348
Current liabilities 2,797,839 §,571, 346
Taotal liabilitias 3,783,189 7,030,942
Total equity and liabilities 52,104 870 71,764,228

Contingencies and commitments 13

The annexed nates 1 fo 27 form an infegral part of these financia! stafermen!s.
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KAARVAN CRAFTS FOUNDATION
(A Company set up under section 42 of Companies Ordinance, 1984)

Income and expenditure account
For the year ended December 31, 2016

2016 2015
Mote

{ Rupees ) ( Rupees )
Continuing Operations
Grants 14 21,175,356 73.807.715
Other income 15 1,939,224 1,444,184
Total income 23,114,580 75,351,859
Froject Expenditure:
Funjab Skills Development Fund (PSDF) 16 13,280,108 37.317.088
Other projects expenses 17 10,467,842 10,958.114

23,747,950 48,275.202
Administrative expanses 18 15,400,529 5,692 405
Other expanses 19 382,706
{Deficit) f Surplus for the year from continuing operations {16,416,605) 21.384 292
Discontinued Operations
Profit / (Loss) from discontinued operations 20 - {50,867)
{Deficit) | Surplus for the year {16,416,605) 21,333,425

The annexed notes 1 to 27 form an integral part of these financial sfatements.
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KAARVAN CRAFTS FOUNDATION
(A Company set up under section 42 of Companies Ordinance, 1984)

Statement of changes in fund balances

For the year ended December 31, 2016

General fund

{ Rupees )
Balance as at January 01, 2015 43,3959 861
Surplus for the year ended December 31, 2015 21,333,425
Balance as at December 31, 2015 64,733,286
Deficit for the year ended December 31, 2016 (16,416,605)
Balance as at December 31, 2016 48,316,681

The annexed notes 1 to 27 form an integral part of these financial statements
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KAARVAN CRAFTS FOUNDATION

(A Company set up under section 42 of Companies Ordinance, 1984)

(Cash flow statement

For the year ended December 31, 2016

2016

{ Rupees )

2015
{ Rupees )

Cash flows from operating activities

(Deficit) ! Surplus for the year {16,416,605) 21.333.425
Adjustments for non cash items:
Depreciation 1,233,759 1.391.847
Provision for gratuity 2,850,993
Lossf{gain} an disposal of property and eguipment 377,475 {315,257)
(Grant amortization {4,881,7T65) [1,415,404)
Armartisation of inlangicle assets 102,635 -
Bad debts written off & B8.774
Cperating (deficit) / surplus before working capital changes (16,733,008) 21.003.385
Working capital changes:
Change in stock in frade - 205,921
Change in trade debis - 154,950
Change in advances, prepayments, other receivables and grant receivabla (2,266,027) 17,020,308
Change in trade and other payatles (4,673,218) (3.770,765)
(6,939,245) 13624 414
Cash (used in) / generated from operations {23,672,253) 34827 799
Gratuity paid during the year (1,851,283)
5412,519 1,875,000
(20,211,017} 36,502,759
Cash flows from investing activities
Proceeds from disposal of property and equigment - 556,850
Purchase of property and equipment (93,906) (2.106.528)
Purchase of intangible assels (563,246} °
{Increase) / decrease in long term security deposits 101,223 {325,301)
Investment made [ (redeemead) in term depesit certificates - net 10,000,000 (33,000,000)
Net cash (used in) / from investing activities 9,444,071 (34,873,880)
{Decrease) ! Increase in cash and cash equivalents {10,766.946) 1,628,519
Cash and cash equivalents at the baginning of year 11,502,833 9,873,014
735,887 11,502,833

Cash and cash equivalents at the end of year

The annexed nofes 1 to 27 form an jntegral part of these financial staterments.
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KAARVAN CRAFTS FOUNDATION

(A Company set up under section 42 of Companies Ordinance, 1984)

Notes to the financial statements
FFor the year ended December 31, 2016

1

Status and nature of the business

1.1

1.2

Kaarvan Crafts Foundatdon ("the Company™) was incorporated as nor for profit guarancee mited company on
Movember 10, 2004 under Section 42 of the Companies Ordinance, 1984, The registered office of the Company = at
137-1, C Block Model Town, Lahome, The principal activities of the Company are to provide employment o poot
women at fair wages, to tramed women in vocanonal skills like crafting (e Adda work, domestic tailoring, and
embroidery erc ), 1o educate them with capaciry building skills (e Literacy and numeracy teaining, product producton,
pricing, planning and leadership skalls) and 1o enable them to become micro entreprensur by building bridges berween
women and marker se that they can sell in high end marker,

The Company is rcqulrcd b renew ity license pranted u/s 42 of the Cump'.mics Ordinance, 1984 20 a5 ro cnmpl'_.-' with
circular No. 02/2015 dared January 01, 2015, The Company has filed relevant application with Commission, whach i
shll in process. The Commission has acknowledged receipr of relevant application and has also approached the Ministry
of Interior to proceed with NOC/ clearance requirements. Moreaver, as advised by its legal adwisor, the company has
also Gled an application with Ministry of Interiar on January 31, 2017 asking for clearance of the company for onwird
renewal by SECP. However, the company had not discontinued its setivities and these Bnancial ssatements have been
prepared on going concern basis a5 management and legal advisor of the company is of the view that the company can
contimue its actvites dunng renewal process. The management of rhe Company is confident that license wall be

renewed shortly.

Basis of preparation

2.1

2.2

Statement of compliance

These fnancal statements have been prepared in accordance with approved accounting standarde as applicable in
Pakistan. .\pproved accountng standards compnse of such International Financial Reporting Standards (IFRS) ssued
by the Internarional Accountng Standasds Boasd as are notified under the Companies Ordinance, 1984, provisions and
directives fssucd under the Companies Ordinance, 1984, In case requirements differ, the provisions of and directives
issucd under the Companies Ordinance, 1984 shall prevail.

Hew and amended standards and interpretations
The Company has adopred following accounung standards and amendments and interpretarions of 1FRSs which

hecame effective during the current yeas:
Standard or Interpretation

IFRS 10, 12 & Coosobduted Financial Statements, [hsclosure of larereses in Other Entides and Sepasare Financial

148 27 statements - Investment Bntimes: Applying the Consclidation Fxeeption (Amendinent)
IFRS 11 Joint Arrangements - Accounting for Acquisiton of Interest in Joint Operation (Amendment)
TAS1 Presentadon of Firancial Staterments - Disclosure Inidatve (Amendment)

1A% 16 & 38 Property, Plant and Fquipment and intangible assets - Clanficadon of Acceprable Method of
Drepreciation and Amortization Amendments)

TAS 16 8 41 Property, Plant and Equipment LAS 41 Agrculture - Agniculmure: Bearer Plants [Amendment)

1A 27 Separate Financial Starements — Equity Method in Separare Financial Statements [Amendment]
Tovestment in Assoctates and Joint Ventures,

Improvements to Accounting Standards Issued by the IASB in September 2014

[FE= 5 Mon-current Assets Held for Sale and Discontnued Operanons - Changes in methods of disposal
IFRS 7 Financizl Instruments: Disclosures - Serncing Contracts
[FRS 7 Financial Instroments: Disclosures - Apphicability of the effsetting disclosures to condensed

interim Onancial statements
Las 19 Emplovee Benehts - Discount rate: regional marker 1ssue

Adoption of the above standards and amendments have no sigmficant effect on these financial statements except
cerrain addirienal disclosures.
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KAARVAN CRAFTS FOUNDATION

(A Company set up under secton 42 of Companies Ordinance, 1984)

Notes to the financial statements
For the year ended December 31, 2016

2.3

2.4

2.5

2.6

Standards and interpretation issued but not yet effective for the current financial year

The following revised standards, amendments and interprerations with respect w the approved accounting standards as
applicable in Pakistan would be effective from the dates mentoned below agminst the zespecuve standard or
11‘|T("fi‘l'.c=_ﬁﬂxj!'l.:

Effective Dare

Standard or Interpretation (Annual pericds
beginning on or after)
IFRS 2 Share-based Payment — Classification and Measuzement of Share. 01 Janvary 2018
based Paviment Transactions {Amendments)
IFRS 10 & IAS Consobdated Financial Staternents and Iavestment in Associates Mot vet fnalized
28 and Joint Ventures - Sale or Contibution of Assers berween an

Investor and its Associate or Joint Yenture {Amendment)

1AS 7 Staternent of Cash Flows - Disclosure Initiative - (Amendments) 01 Janzary 2017
Las12 Income Taxes — Recognidon of Deferred Tax Assers for 01 January 2017

Uneeabzed Losses (Amendments)

IFR= 4 Insurance Conreacts: Applving IFRS % Financial Instaments 41 January 2018
with TFRS 4 Insurance Contraces — (Amendments)

LAS 40 Investment  Property:  Transfers  of  [nvesument  Properry U1 January 2018
[(Amendments)

IFRIC 22 Foreign Currency | ransacions and Advance Consideraton 01 January 20158

Currently, the company is evaluating impacts af these srandards on 11s financial starements.

Standards that are not yet adopted by SECP
In addition to the above, the following new siandards have heen 1ssued by LASE which are ver to be aotled by the
Securiries and Exchanpe Commission of Pakistan for the purpose of appheability in Pakistan:

Standard or Interpretation Effective Date
IFRS 9 Financial Instruments Classificanion and Measurement 01 Janoary 2018
IFES 14 Repularory Deferral accounts (1 January 2016
[FRS 15 Revenue from Contracts and Customers (1 January 2018
IFRS 16 Leases O Jarmgry 2019

Basiz of measurement
These financial statements, except for cash fow informauon, have been prepared under the histoneal cost convention.

Critical accounting estimates and judgments

The preparanon of financial statements in conformiry with approved accounting standards reguires the use of certain
critical accounting estimates. It also requires the management to exercise its judgment in the process of applying the
Company's accounting pobcies. Esumates and judgments are continually evaluated and are based on histarical
experience, including expectaton of futuze events that are believed to be reasonable under the drcumstances. The areas
where vardous assumptions and estimates are significant to the Company's financial statements of where judgments
were exercised in application of accountng policies are discussed below:

assumptions and estimates used in derermuning the recoverable amount, residual values and useful lves of property

and equipment,
assutnprions and estimares used in disclosure and assessment of provision for contingencies.
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KAARVAN CRAFTS FOUNDATION

(A Company set up under section 42 of Companies Ordinance, 1984)

Notes to the financial statements
For the year ended December 31, 2016

3

Significant accounting policies

3.1

3.2

3.3

Property and equipment

Operating assets - Owned

Property and equipment are stated at cost less accurmulared depreciation and impatrment in value, :f any. Cost of
property and equiptment consists of historical cost and directly artriburable costs of bonging assets o their present
location and condition. Depreciation is charged ro income and expenditure account by applying written down value
merhod at the prescribed rares, which are considered appropriate to write-off asset over its estmared remaining useful
economic life.

Depreciation

Deprecation on additons is charged from the month in which an asset is acquired or capiralized while no depreciation
15 charged for the month in which the asset is disposed off

De-recognition

Assets retired from active use and held for disposal are shoewn at lower of its written down walue and net realizable
value. Mo depreciation is charged on these assets,

Normal repairs and mantenance are taken to income and expenditure account, as and when meurred, Major renewals
and replacements are capitalized when assets replaced, if any, are retired. Gain and loss on disposal of assets 15 1aken to
the income and expenditure account.

Impairment

The carrying values of property and equipment are reviewed for impairment when events or changes in circumstances
indicate that the carrying value oy not be recoverable. IF any such indication exists and where the carrying values

exceed the estmated recaverable amaount, the assets ar cash-penerating units are wrirten down o their recoverable
Amount,

Operating assets - Donated

Property and cquipment, not returnalle o the donors, are smted at assessed values less accumulated depreciaton on
the basis of contractual arrangements with the relevant donors. Depreciation s charged over their cxpeered useful Lves
at the tates mentioned in Mote 4 1o the financial sratements.

Intangible assets

Aninranpible asser s an identfiable non-monetary asset without physical substance,

Intangible assets are recognized when it is probable that the expected future econornic bencfirs will fow o the entty
and the cost of the assets can be measured reliably. Cost of the inmngible asser meludes purchase cost and directly
attnburable expenses incidental to bring the asser for s intended use.

Cosrs assoctated with muntsining computer sollware are recognized a5 an expense as and when incurred.
Intangible assets are stared at cost less accumulated amortization and accumulated imparment losses, if any.
Amortzation is charged over the estmated useful life of the asset on a systematic basis applying the staight line
inethod,

Useful lives of intangible cperating assets are reviewed, ar each balance sheer date and adjusted if the mmpact of

amartizaton is significant.

Stock in trade

These aze valued at lower of cost and net realizable value applang the following basis:

Raw materals AT average cost

Worl 1 process - Average manufactunng cost
Finished goods - Averape manufactunng cost
YWiasres - At net realizable value

4w




KAARVAN CRAFTS FOUNDATION

(A Company set up under section 42 of Companies Ordinance, 1984)

Notes to the financial statements
IFor the year ended December 31, 2016

34

a5

3.6

MNet realizable value signifies the estimated selling price in the ordinary coutse of business less esnimated costs of
complenon and estmated costs necessary to make the sale,

Financial instruments
3.4.1 Financial assets

Finanecial assets are recognized when the Company becomes a party to the contmctual provisions of the financial
mstrument and are messured inmally ar faur value adjusted by wansacuon costs. A fnancial asset 15 derecogmzed when
the contractual rghts to the cash Aows from the financial asset expire, or when the Gnancial asser and all substantial

nsks and rewards are ransferred.
Financial assets of the Company are classified as follows:

3.4.2 Loans and receivables

Leans and receivables are non-derivarive fnancial assets with fixed or determinable payments that are not quoted in an
active marker. Afrer mutial recognition, these are measured at amortized cost using the effective interest rate merhod,
less provision for impazrment. Discounting s omitted where the effect of discounting is immarerial. These are included
1n current assets, except for matutities for grearer than twelve months after the balance sheet date, which are classilied
as non-current assets. Loans and receivables with less than rwelve months marurites areelassified as current assets. The
Company's cash and cash equivalenrs, rrade debts and deposits fall into this category af fnancial assers, Loans and
receivables are subject ta review for impairment at each reporting date o identify whether there 15 objective evidence
that the financial asset 15 smpaired.

3.4.3 Held to maturity investments

[Held-to-matunty investments are non-detivative francial assets with Gxed or derermnable payments and fied
maturity dates thar the Company has the positve intent and ability ro held ro marrty. Subsequent to intial
recopniton, held-to-marurity investments are measured at amortized cost using the effective inrerest method less any
imparment.

3.4.4 Financial liabilities

The Company's financial labidittes melude trade and other payables. Financal labilites are measured initally ar fus
value, less arriburable rransaction costs, Financial Labiliies are measured subsequently ar amortzed cost using the
effective interest method,

3.4.5 Impairment of financial assels

Financial assets are assessed for indicators of impaitment ar the end of each teporting period. Financial assers are
considered to be impaired when there s objective evidence, as a result of one or mote events thal vccurred after the
iwnal recopniton of the Onancial asset, the estimated futre cash fowe of the Anancial asser have been affecred.

3.4.6 Offsetting of financial assets and financial liabilities

A Anancial asset and financial balulity 1 offset and the ner amount 15 reported in the balance sheet if the Company has a
legally enforceable nght to ser off the transaction and also antends either to settle on a ner basis or 10 realize the asser
and sertle the Labibiey simultanecusly,

Cash and cash equivalents

Faor the purpose of cash flow strement, cash and cash equivalents comprise cash in hand and bank bualances and orher
short term highly liquid investments that are readily convernible to known amounts of cash and which are subject to an
insignificant risk of change in value,

Revenue recognition

-Local sales are recorded on disparch of goods (o customers.
Profit on bank deposirs 15 recogruzed on 4 time proportion basts taking into account the effective yield on deposirs.
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KAARVAN CRAFTS FOUNDATION

(A Company set up under section 42 of Companies Ordinance, 1984)

Notes to the financial statements
For the year ended December 31, 2016

3.7

3.9

3.0

3.1

-Grants related to ncome are accounted for in accordance with the requirement of [AS-20 "Accounting for
Government Grants and Disclosure of Government Assistance” Le. Grants are recognized as income over the periods
necessary to match themn with the related eost which they are imrended to compensate, on 8 systemanc basie.

Taxation

Tax charge for current mxation 15 based on taxable income at the current rates of taxaton after taking into account the

applicable tax credits and tax rebates realized, if anv. The company has registered itsell u/s 2{36) of the Income Tax
A ans pany a1 /s 2

Orcbinance, 2001 and accordingly, 15 enttled to avail tax credit avalable u/s 100C of Income Tax Ordinance, 2001

Staff retirement benefits - Gratuity

The company operates an unfunded pranuty scheme for its permanent employees. Provision 15 made annually 1o cover
the cblipations under the scheme as per following rules:

* a permanent employee who has completed a munimum of 1 year continuous service with the company shall be
entitled to geatwry from the start of service;

= an employee shall be enritled ro gratuity at the rate of one basic salary Ffor each completed year of service;

* basic salary shall be deemed to be the basic salary for the last month immediately preceding the month in which
gratnky becomes payable; and :

+ emplovee can withdraw his/her granaty ar the end of each year by giving an undertaking.

Provisions

A provision 1s recognized when the Company bas a lepal or constracuve obligation as & result of 4 past event and s
probable thar outflow of rescurces embodying economic benefits will be reguired to settle the obligation and a relizble
estimate of the amount can be made.

Project costs

These are stated at cost as and when actual expenses are incurred on preject, including staff craining and other project

related expenses,

Foreign currency translation

Assets and Labilities in foreign cusrency are stated m Pak Rupees ar the rates of exchange ruling on rthe balance sheet
date or rate of exchange fixed under contracrual agreements. ransactons in foreipn currency are translated al the
exchange rate prevatling ar the date of transacton. All exchange differences are included in the mcome and expenditure

account.
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