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Our Vision

Enable good governance that creates
shared prosperity, an ethical society and
an inclusive, sustainable economy.
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Our Mission

To create awareness of the benefit of good
governance to business and society thereby
catalysing best practice for long

term sustainability
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Company Information

Board of Directors
Dr. Shamshad Akhtar
Mr. Ahson Igbal

Mr. Muhammad Ashraf Bawany
Mr. Wasif A. Rizvi

Mr. Faisal Akhtar

Dr. Fakhara Rizwan
Ms. Musarat Jabeen
Mr. Saleem Ullah

Mr. Yousaf Hussain
Mr. Ahsan Jamil

Chief Financial Officer
Sajid Siddiqui

Acting Chief Operating Officer
Shafaq Fauzil Azim

Company Secretary
Rana Mustansir
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Chairperson and Independent Director
Independent Director

Independent Director

Independent Director

Non Executive Director

Non Executive Director

Non Executive Director

Non Executive Director

Non Executive Director

CEO and Executive Director

External Auditors
EY Ford Rhodes Chartered Accountants

Internal Auditors
BDO Ebrahim & Co Chartered Accountants

Bankers
Faysal Bank Limited




Board Nomination Committee

Dr. Shamshad Akhtar (Independent Chair)
Yousaf Hussain

Musarat Jabeen

Ahsan Jamil

Board Investment Resource Mobilization
& Business Development Committee
Yousaf Hussain (Non Executive Chair)
Musarat Jabeen

Faisal Akhtar

Saleem Ullah

Ahsan Jamilt

Board Research Advocacy

& Strategy Committee

Wasif Rizvi (Independent Chair)
Yousaf Hussain

Dr. Fakhara Rizwan

Musarat Jabeen

Ahsan Jamil

Board Audit Committee

Muhammad Ashraf Bawany (Independent Chair)
Dr. Fakhara Rizwan

Ahson Igbal

Saleem Ullah

Board Human Resource

& Remuneration Committee

Musarat Jabeen (Non Executive Chair)
Muhammad Ashraf Bawany

Dr. Fakhara Rizwan

Faisal Akhtar

Ahsan Jamil
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FY21 Events Timeline

July 2020 - June 2021
July

® Webinar on Third Party Risk Management

® Virtual Board and Committee Meeting

August

@ Virtual Roundtable by ACCA, CERB and PICG.

@ Director Training Program

September

® Director Training Program

October

Board HR Committee Workshop
Board Strategy Committee Workshop
Board Risk Committee Workshop
Governance in SMEs Workshop

Director Training Program

Webinar on Women on Board and in Business Leadership CERB/PICG collaboration

November

Company Secretary Development Program
Effective Minute Taking Workshop

Board Evaluation Workshop

Director Training Program

December

® Governance in the Public Sector Workshop

® Director Training Program




January

® Board Audit Committee Workshop

® Board HR Committee Workshop

® Board Strategy Committee Workshop
® Board Risk Committee Workshop

® Director Training Program

February

® Habib University Career Connect

® Director Training Program

March

® Company Secretary Development Program
©® Effective Minute Taking Workshop

® Board Evaluation Workshop

® Governance in the Public Sector Workshop
© Public Sector Program

® Director Training Program

® Ring the Bell for Gender Equality

April

® Director Training Program

May

® ESG 101 Workshop
® Ethical Dilemmas Workshop
® Sexual Harassment Workshop

® Director Training Program

June

® Governance in the Public Sector Workshop
® Governance in SMEs Workshop

® Anti-Money Laundering Workshop

® Sexual Harassment Workshop

® Director Training Program
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Board of Directors

Dr. Shamshad Akhtar
Chairperson & Independent Director
Chairperson Pakistan Stock Exchange

Mr. Muhammad Ashraf Bawany
Independent Director
President Ghani Global Group

Mr. Wasif Rizvi

Independent Director
President Habib University

Mr. Ahson Iqgbal

Independent Director
CFO Rupali Polyester Limited

Ms. Musarat Jabeen
Non Executive Director
ED Securities & Exchange Commission of Pakistan
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Mr. Yousaf Hussain
Non Executive Director
President & CEO Faysal Bank Limited

Dr. Fakhara Rizwan

Non Executive Director

Company Secretary and Head of Legal &
Corporate Affairs Pakistan Stock Exchange

Mr. Saleem Ullah
Non Executive Director
ED & CFO State Bank of Pakistan

Mr. Faisal Akhtar
Non Executive Director

MD BASF Pakistan

Mr. Ahsan Jamil
CEO & Executive Director
Pakistan Institute of Corporate Governance
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Why | Joined the PICG Board

“As SECP's nominee on PICG Board, | have been
entrusted to relay the Commission's expectations and
guidance to the Board. Being one of the founding
members and being a chief proponent of adoption of good
governance practices in the country, my responsibility is to

contribute towards sustainability and growth of PICG and ensure
close coordination between SECP and PICG. Moreover, it is an honour
for me to have been bestowed the position of Chair of HR committee by
my fellow peers, and | will ensure that Commission's inclusive style of
leadership is engendered in the strategic direction of PICG, as
gender-diverse management teams have been proven to consistently
perform better than those lacking diversity."

--- Musarat Jabeen

“My purpose to serve on the board of PICG is to back
and assist the institute in promotion of its' mission of
Corporate Governance in the Business Arena with fresh
infusions, insights, intellectual challenge, and impactful
right calls.”

--- Ahson Igbal
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‘I take pride in my nomination by Pakistan Stock
Exchange on the Board of PICG - the only Institute in
Pakistan having the vision to promote good corporate
governance practices at organisations across the
country. In recent times, empirical evidence has emerged
showing a correlation between corporate governance and the
stock market performance of listed companies. Therefore, applying
corporate governance principles have become a prerequisite to
reaping investors' confidence and unleashing shareholders' value.
With my insight, combined with diversified exposure to corporate
governance, | endeavour to widen the outlook of governance in
Pakistan through my contribution to PICG's Board and play an
imperative role in achieving the strategic objectives of the Institute.”

--- Dr. Fakhara Rizwan

'PICG is contributing significantly in improving the
governance systems and practices in the country’s
corporate sector. As the PICG Board member | intend
to contribute my bit in this noble cause.”

--- Saleem Ullah
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Benefits of Good Corporate Governance

“ We all need to work together,
because there are no jobs on
a dead planet; there is no
equity without rights to
decent work and social
protection, no social justice
without a shift in governance
and ambition, and, ultimately,
no peace for the peoples of
the world without the
guarantees of sustainability. ,,

(JUOES

urrow, General Secretary
of the International Trade Union
Confederation.

Innovation is a
mind-set, and that's
where governance
comes in.

Pearl Zhu, Author
of ‘Digital Master’

The board is
responsible for
sharing a culture that
is focused on long

term value creation of
the company and its
business.

Jaap van Manen, Chairman of
the Dutch Monitoring Committee
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The time is
always right to
do right

Nelson Mandela,
President of South
Africa

The proper governance of
companies will become as crucial
to the world economy as the proper

governing of countries

James D. Wolfensohn,
President of the World Bank, 1999

E( Governance and leadership
are the yin and yang of
successful organizations. If
you have leadership without
governance you risk the
tyranny, fraud and personal
fiefdoms. If you have
governance without leadership
you risk atrophy, bureaucracy
and indifference. 1)

Mark Goyder, CEO & Founder

of Tomorrow’s Company




ESG Phenomenon: Driver of Good Governance

1) The S&P Global Market Intelligence data shows that from Dec. 31, 2020, to May 17, 2021, 16 of
27 ESG exchange-traded funds performed better than the S&P 500. Those outperformers rose
between 11% and 29.3% over that period. In comparison, the S&P 500 increased 10.8%.

More broadly, of the studies reviewed, the researchers found a positive relationship between ESG
and corporate financial performance 58% of the time.

2) Record demand to invest in sustainable investment funds saw the sector’s total assets rise 19% to
a fresh high of nearly $2 trillion in the first quarter, data from industry tracker Morningstar showed.

3) An analysis of Fortune 500 companies conducted by Catalyst, found that organizations with high
levels of gender equality in management positions had 35% better return on equity than firms that
hadn't taken similar steps to facilitate female integration at the management level.

4) According to a Deloitte report, 200 new funds are expected to be launched in the United States
with an ESG investment mandate over the next three years, more than doubling the activity from
the previous three years.

5) ESG funds have outperformed their non-ESG peers in 7 out of the last 10 years according to
Morningstar data.

6) MocKinsey’s Global Institute reports that advancing women'’s equality in businesses has the
potential to add $12 trillion to global GDP

7) ESG-mandated assets in the United States could grow almost three times as fast as
non-ESG-mandated assets to comprise half of all professionally managed investments by 2025,
Deloitte report.

8) Below are the results of a poll conducted by PwC for business leaders, employees and consumers
in the UK, Brazil, Germany, US and India:

91%.1257 | 86%.2510 |83%.5005

business leaders believe their employees prefer to support or consumers think companies
company has a responsibility work for companies that care should be actively shaping ESG
to act on ESG issues. about the same issues they do. best practices.

9) “Net zero is the new organizing principle for business and leaders will be measured against their
deviation from it, not their aspiration toward it.”

Dickon Pinner, McKinsey senior partner and co-leader of McKinsey Sustainability (COP26)
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Chairperson’s Review
FY2020-21

On behalf of the Board of Directors, | am pleased to present to you my review of the performance of
Pakistan Institute of Corporate Governance (PICG) for the financial year 2020-21.

We are living in complex times and a stressful socio-economic environment with profound impacts of
Covid-19 on lives and livelihoods. Our authorities endeavor to manage vaccinations and impose timely
smart lock downs and offer adequate relief to people and industry which has helped mitigate the impact
of the virus. The IMF’s Covid-19 Policy Tracker reports that the Government has fully vaccinated about
3.0 million people as of July 1, 2021 and has ambitious targets to vaccinate large numbers of people by
the end of 2021.

On its part, the State Bank of Pakistan’s offered regulatory relaxation to facilitate the import of
COVID-19-related medical equipment and medicine as well as refinancing at concessional rates to
critical sector through the banks to stimulate economic activity. The Securities and Exchange
Commission of Pakistan relaxed regulatory deadlines amid the pandemic allowing companies extension
in holding Annual General Meetings (AGMs) and directors’ elections. In keeping with global regulatory
trends, the Commission also allowed listed companies to hold virtual AGMs giving companies and
investors a first round of experience to see how virtual AGMs can best work out. Pakistan Stock
Exchange’s (PSX) business continuity was well managed respecting the pandemic protocols, and
companies and investors’ confidence grew as evident from new equity and debt offerings.

At the Pakistan Institute of Corporate Governance (PICG), the Board and Management encouraged
pandemic standard operating procedures upholding staff’'s health and safety. Management switched to
a work from home schedule on a needs basis and alternatively implemented a plan to operate with 50%
staff from office and 50% from home on weekly rotational basis. The Board has also ensured that PICG
adapts itself to managing risks in line with the changing business environment by supporting
Management strategy to transition the Institute’s entire training portfolio, including the Director Training
program, to a virtual platform. Besides its positive impact to keep the virus contained, PICG prudent
policies generated costs saving despite enhanced activity that contributed to improvements in financial
statements.

Board Change

After the last board introduced the needed legal reform that facilitated effective restructuring of the
Board, the New Board took over its role right after PICG’s annual general body elections that were held
on May 10, 2021. Restructuring of the Board brought in consolidation of the Board achieving healthy
balance of renewal and continuity for the organization by way of ensuring that PICG has right sized
board that involved a reduction from 15 to 10 members with 5 first time Directors and 5 continuing
directors including the CEO; and most of all ensuring PICG takes the first few steps to adopting gender
parity. Despite the pandemic challenges, PICG managed good performance supported by the Board
and Management’s endeavors so as to not lose momentum. The Institute’s immediate challenges were
recognized and some midcourse adjustments were made to the strategic direction of the Institute. Board
diversity is a notable achievement as one-third of the newly elected members of the board are women
and the overall enthusiasm of Board members to contribute and served on various subcommittees of the
Board is commendable.

Report of the Board Nomination Committee

Last year, the Board constituted a Nomination Committee in line with best practices and the provisions
of the Code of Corporate Governance, in order to have a formal procedure to drive a rigorous and
transparent Board constitution process, leading to the right Board appointments for a balanced, diverse
and independent board. To enable the Nomination Committee’s agenda, significant amendments had to
be made to the Institute’s Articles of Association that were well deliberated and finally approved by the
Board and the members at the AGM.
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Mr. Mehmood Mandviwalla of Mandviwalla & Zafar and Mr. Badaruddin F. Vellani of Vellani & Vellani
reviewed and finalized the proposed amendments in PICG Articles enabling the Institute to move forward
on its progressive governance agenda to reduce elected board size to nine, require 1/3rd independent
directors as well as an independent Chair, a participatory voting procedure giving all Classes of
membership the right to vote — and most significantly the requirement of inducting a minimum of 1/3rd
women directors on the Institute’s board.

PICG has been at the forefront of driving gender parity on boards with the Institute’s Task Forces on the
Review of the Code of Corporate Governance recommending the mandatory provision of having one
woman director on all publicly listed company boards. By having 1/3rd women inducted on its own board
made mandatory, PICG has led the way by example for more women leadership on corporate boards.
PICG would be leading on this front.

Business Activity

In response to Covid-19 restrictions, the Institute quickly expanded its range of online programming. The
Institute launched three new specialized trainings on anti-money laundering, environmental, social and
governance (ESG) issues, and workplace harassment. All three programs are of current relevance to our
member as well as non-member companies. PICG recognizes its role in keeping the governance
community abreast of latest issues and mega-trends in corporate governance.

Finance

PICG’s finances were prudently managed with effective oversight of the Board Audit Committee and the
Board Investment Committee as well as both the Institute’s internal (BDO) and external auditors (EY) who
diligently provide their services. The Board has reviewed the Annual Report and Financial Statements
and is pleased to confirm that it considers that the report and financial statements, taken as a whole, are
fair, balanced, and understandable.

Future Outlook

Going forward, we are in the process of transforming PICG.

First, Management is focused on developing a new strategy for PICG and will hold multi-stakeholder
consultation to solicit industry feedback. Core objective of the strategy will be to promote corporate
governance of the membership of PICG by developing modern and upgraded Corporate Governance
courses, inducting a competent and experienced new generation of deliverers. Corporate Governance
courses and tools and modalities of delivery will be in line with OECD standards and best practices.
Among others, PICG will promote awareness and understanding of the rights of minority shareholders
within its mandate. At the same time, PICG will develop special training modules for SMEs.

Under PICG’s digital transformation plan the Institute will increasingly leverage technology that
enhances its reach to SMEs. Second, PICG will collaborate with the business schools and accounting
professional bodies etc. to draw on their research, while encouraging new research, advocacy and
capacity building. PICG will strive both in terms of enhancing the number of programs but ensuring
diversity and quality of the subject matter under its mandate of Corporate Governance.

Third, in line with international trends, corporate governance agenda will be augmented and enhanced to
go beyond shareholders’ emphasis on growth and profitability to stakeholders’ concerns by assessing their
environmental, social, and governance (ESG) agenda and moving forward to be involved in development
of ESG rating for companies based on the leading International Rating agencies.

For this purpose, PICG is partnering with PSX, ICAP and other institutions to develop best practice ESG
frameworks and will encourage listed companies to mainstream the ESG agenda and in this context
PICG will work to develop an approach and methodology for promoting ESG standards at the company
level. To this end, PICG and PSX have joined hands to serve as a secretariat for launching technical work
of ESG and are engaging Technical Partners.

Our Vision at PICG is to build this Institute as a Center of Excellence for Corporate Governance expanding its
purview to mainstream and recognizing the merits of ESG for sustainability of businesses and people.
The Board looks forward with confidence to the year ahead.
G
Yo

Dr Shamshad Akhtar
Chairperson
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Directors Report to
the Members

Directors Report to the Members of Pakistan Institute of Corporate Governance
(PICG) for the Year Ended 30 June 2021

The Board of PICG is pleased to issue its report on the affairs of your Institute for the year
2020-2021.

Overview:

This year has seen the completion of very important and progressive amendments to the
Institutes Articles of Association under which the election of a new right sized board of nine
elected (down from 14) members with one third mandatory women members, was held in early
May 2021.

A proud first for the institute was electing its first woman Chair of the Board in the person of Dr.
Shamshad Akhtar.

Near the outset of the year (mid- July 2020) also saw the induction by the board of Ahsan Jamil
as the new President & CEO of PICG after a thorough and rigorous hiring process.

The year under review has been one of the most successful financial performance years with
a notable turnaround for PICG from an operating deficit in FY2020 (-Rs.0.7m) to exceeding
FY2021 budget targets significantly (to Rs.21.5m).

An ESG Task Force was approved by the board this year, co-founded in a PSX-PICG
partnership; with Dr Shamshad as its Chair purposefully leading to convene and elevate the
disparate local efforts on ESG; to combine through partnerships, to build-up and focus in
bringing standardized ESG reporting for corporates and create a Pakistan ESG index. This
aims to also build the absorptive capacity of our corporates to attract their fair share of the
fast-growing global capital, now in the trillions of dollars and increasingly sensitive to Corporate
ESG practices, into Pakistan’s economy. This aspires to herald the new era of holistic
Governance integrating E&S into the Governance lens; the criticality of which the
unprecedented Covid-19 pandemic, global fires and floods have awoken us to with the
urgency of acting now!

Appointment of New Board

The Institute’s Election of Directors ushered in the new Board able and willing to carry out their
responsibilities for the progress and future success of the Institute. The election process was
postponed as the Outgoing Board was considering several forward looking amendments in the
Institute’s Articles of Association with a view to suitably amend the provisions with respect to
board composition, members’ voting rights, induction of 1/3rd Independent directors, and most
significantly induction of minimum 1/3rd women directors. The proposed amendments were
approved by the Board in their 84th Meeting held consecutively on 21stand 25" January , 2021,
An Impediment Report filed with the SECP under Sub-section (2) of Section 158 of the
Companies Act, 2017 granted further extension for holding election of directors up to May 15,
2021,

With the support of its general body, who approved the proposed amendments to the Institute’s
Articles of Association in the Extra Ordinary General Meeting held on 19" March 2021, the
Institute was enabled to move forward on its progressive governance agenda to reduce board
size to nine, induct 1/3rd independent directors as well as an independent Chair, 1/3rd women
directors on the Institute’s board, and a participatory procedure for voting.
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In their 86™ meeting held on 2" April 2021, the Board of Directors fixed the number of Directors to be
elected in the general meeting at nine (9) subject to the provisions of section 154 of the Companies Act,
2017. The notice of the EOGM being circulated to all members on 19" April 2021, both via email and
courier, the Extra Ordinary General Meeting for election of directors was held on 10" May 2021 at 10:00
A.M. via Zoom videoconferencing. Following the consecutive withdrawal on 3rd and 4" May 2021 of one
nomination from Class ‘A" and one from Class ‘C’ respectively, the number of candidates - who had offered
themselves to be elected in each of the classes, i.e., three (3) candidates to be elected in Class ‘A, and
four (4) candidates to be elected in Class ‘B’ and Class ‘C’ - being equal to the number of directors to be
elected, all candidates in both Class A and Classes B and C were deemed to be elected unopposed in
terms of Article. 31 of the Institute’s Articles of Association.

As a consequence the following Directors were declared at the EOGM to be the Directors of the Pakistan
Institute of Corporate Governance for a term of three years commencing from 10" May 2021:

CLASS A (by election)

Dr. Fakhara Rizwan Pakistan Stock Exchange

Mr. Faisal Akhtar Overseas Investors Chamber of Commerce & Industry
Mr. Yousaf Hussain Pakistan Banks Association

CLASS A (by nomination)

Ms. Musarat Jabeen Nominee Securities and Exchange Commission of Pakistan
Mr. Saleem Ullah Nominee State Bank of Pakistan

CLASS B

Mr. Ahson Igbal Lifetime Individual Member (Independent)

CLASSC

Dr. Shamshad Akhtar Honorary Lifetime Member (Independent)

Mr. Wasif A. Rizvi Corporate Member (Independent)

Mr. Muhammad Ashraf Bawany  Corporate Member (Independent)

In their 88" meeting held post EOGM on 10" May, 2021, the new Board of Directors unanimously elected
Dr. Shamshad Akhtar as the new Chairperson of the Board.

Board Composition and Remuneration

The Institute’s New Board is now composed of ten members, including three women directors and the
CEQ. There are four Independent Directors, five Non-executive Directors, and the CEO is the only
Executive Director.

The Board has five sub-committees — Audit Committee, Human Resource and Remuneration Committee,
Nomination Committee, Investment Resource Mobilization and Business Development Committee; and
Research Advocacy and Strategy Committee. The Board has recently finalized the constitution of one new
Board sub-committee which is the Research Advocacy and Strategy Committee which held its first meeting
in Q1 of 2021-2022. The Board Investment Committee has been reconstituted as the Board Investment
Resource Mobilization and Business Development Committee. The names of the Board Members, and
composition of Board’s sub-committees are given in the Statement of Compliance with the Listed
Companies (Code of Corporate Governance Regulations) 2019. No remuneration is paid to the directors
as they serve on the Board pro bono with the exception of the President & CEO.

Macroeconomic Outlook

As an immediate response to COVID-19, the Socio-economic Impact Assessment and Response Plan
developed by the Government of Pakistan, relevant ministries and UN agencies proposed five work
streams connected by a strong environmental sustainability imperative.
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The Board had been deliberating how the pandemic had highlighted ESG preparedness of those
organizations that were ahead of the curve on integrating sustainability risks and opportunities into their
business operations and corporate reporting. The resultant of these discussions was the creation of the ESG
Task Force conceptualized by the Outgoing PICG Board and co-founded by the Pakistan Stock Exchange
and PICG under a memorandum of understanding with Dr. Shamshad Akhtar leading the Task Force as
Chair.

The Task Force is being steered by the Chairperson’s vision to enhance the quality and comparability of the
ESG information provided by corporate issuers in Pakistan. The intention is to integrate various ESG factors
increasingly relevant to different stakeholders particularly the global investors’ process by developing an
ESG Index of businesses in Pakistan.

The Task Force has received enormous support from stakeholders with the Securities and Exchange
Commission, the State Bank, and The Institute of Chartered Accountants of Pakistan as well as leading
Pakistani corporates and banks promptly nominating their representatives on the Task Force to facilitate its
work.

The Institute will keep members duly informed on the proceedings of the Task Force to widen the scope of
this important endeavor that PICG has jointly undertaken with PSX under the leadership of Dr. Shamshad
Akhtar and with the full support of Board Members.

Institute’s Operations

Director Training Program

In the COVID-19 scenario, the Institute successfully launched its first ever virtual Directors Training Program
and successfully transitioned its entire training schedule including its specialized workshops to the new
online world. The transition to a virtual training platform has boosted the Director Training Program (DTP)
with enhanced participation rates. During the year ended 30 June 2021, the Institute conducted 11 DTPs
with 178 participants compared to 11 programs last year with 115 participants.

Specialized Training Programs

The Institute has also started diversifying its revenue sources through specialized training workshops on
related topics. In keeping with its efforts towards program diversification, the Institute continued to develop
other programs in addition to those held last year. These include the Anti-Money Laundering workshop
necessitated by the proactive AML/CFT regulatory regime in Pakistan driven by SECP's AML/CFT
Guidelines and the State Bank’s AML/CFT/CPF Regulations. The workshop addresses money laundering as
a potential indicator of terrorist funding and other global crimes, making AML training even more necessary.
The other significant specialized training program rolled out this year is Harassment of Women in the
Workplace which presents a positive approach for organizations seeking to understand and prevent sexual
harassment in the workplace. The Institute’s objective in launching this program is to encourage mandatory
and regular anti-harassment training as an essential part of organizational HSE policies.

The third most important training is the ESG 101 workshop, a natural corollary to the ESG Task Force,
developed to raise corporate awareness on how an organization can manage risks and opportunities that
shifting market and non-market conditions create with ESG. An ESG 202 training is underway to introduce
participants to frameworks for measuring ESG at industry oversight level.

Board Evaluations Service

Pricing slabs have been set with long overdue increases commensurate with size of organization. The
number of board evaluations completed this year were 37 (48%) compared to 25 last year in spite of price
increases. Board Evaluations as an offering is positioning itself as a value accretive proposition to our
customers and is a growing revenue generating product; as the assessment measures boards’
performance against established criteria over time, and generates a comprehensive results report focusing
on critical areas of improvement in board competence. Databank of Independent Directors As PICG has
been assigned to develop and maintain the Independent Directors Databank by the Securities and
Exchange Commission, the Institute has become the point of contact for individuals interested in board
appointments as independent directors and companies seeking to enhance their Boards’ capabilities
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through experienced, independent board members. As of June 30, 2021, total registrants on the Databank
increased to 2901 individuals (16%) and 563 companies (41%) over 2505 individuals and 400 companies
last year; both reflecting sharp increases due to the pro bono pricing plus the efficacy of the Databank. A
need to charge for this or a freemium model is under consideration at PICG.

Memberships

This year the Institute inducted 23 new members, 7 corporate members and 16 individual members
compared to 10 new members, 4 corporate members and 6 individual members last year. The approval
criteria for members has been significantly enhanced by SECP vide SRO No 733 (1)/2018, applicable to
charitable organizations and not for profit companies. This requires companies to ensure that their members
comply with the fit & proper criteria as laid down in the regulations.

Financial Review

The total revenue for the year from operations increased by Rs.29.81m (57%) to Rs.81.41m from last year.
The main reasons for the increase in revenue is i) the increase in Director Training Program revenues of
Rs.42.97m (56% increase); ii) Board Evaluation revenues of Rs.10.15m. (190% increase); and (iii) the
increase in members fee (88% increase). Income from investments stood at Rs.10.50m compared to
Rs.11.00m last year. The surplus for this year, after charging all expenses increased by 270% to Rs.29.91m
compared to Rs. 8.08m last year.

Appointment of Auditors

The statutory auditors of the Institute M/s EY Ford Rhodes Chartered Accountants have completed their audit
of the financial statements and the Statement of Compliance with the Code of Corporate Governance for the
financial year ending 30 June 2021. EY Ford Rhodes were reappointed to act as external auditors of the
Institute for the financial year ending June 30, 2020 in the AGM held on October 27, 2020. Although not
mandatory for the Institute, the Board in compliance with best practices of the Code of Corporate
Governance and reasons of cost had recommended that new auditors be appointed in their place.

Governance & Human Resource Management

Renewal of NPO Certification

PICG has successfully renewed its NPO Certification up to FY2023 through the Pakistan Centre for
Philanthropy (PCP) in order to avail tax credit under section 100(c) of Income Tax Ordinance 2002. The PCP
is notified by the FBR to act as a Certification Agency for Non-Profit Organizations abiding by rules 211 to
220B of the Income Tax Rules 2002.

The certification renewal process was an extensive six month exercise that required the Institute’s
management team to work closely with the PCP certification team to furnish detailed reports with regard to
the Institute’s operational, financial, and strategic performance during the preceding three financial years.
The process culminated in a full day evaluation visit by the PCP team at PICG’s offices following which, the
Institute’s renewal application was approved by the PCP Certification Panel certifying that PICG meets the
standards set by the FBR.

Approval of Policies and Procedures

With focus on broad policy concerns, the Board oversaw the policy-making process by the Executive
Management Team led by the CEQ. The Institute has successfully developed and implemented a complete
portfolio of company policies and procedures, including CEO and Board performance evaluation, information
technology, marketing, recruitment and selection, and compensation and benefits.

In response to the SECP’s Circular No.7 of 2021 dated March 12, 2021 recommending the development and
implementation of Board level policies for gender diversity and combating workplace harassment, PICG
developed its own comprehensive ‘Anti-Harassment & AntiDiscrimination Policy’ which is based on the
Protection Against Harassment of Women at Workplace Act, 2010 which serves as a template for
organizations seeking to enforce workplace safety and the Institute is geared to assist companies develop
their own anti-harassment policies and processes.
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Chairman of the Outgoing Board and Board Members were instrumental in guiding Management to develop
the Institute’s governance and HRM policies.

Implementing HR Best Practices

The COVID-19 pandemic has caused the Institute to rethink many aspects of its operations. Prioritizing
workplace safety, the Institute allowed remote work to all employees while continuing uninterrupted business
activity using internal communication software tools like Zoom. The transition to a virtual training platform has
emerged from the Institute’s focus on protecting the health and safety of staff, faculty, and members.

In their 90th annual budget meeting held on June 22, 2021 your New Board evaluated critical areas where
increased investment will have the biggest impact, and approved an annual recruitment budget of Rs.
11.0m. To ensure talent acquisition and retention and fair compensation practices, Recruitment & Selection
and Compensation & Benefits policies have been developed and approved by the Board.

Management’s approach to human resource, wholly supported by the Board, is to focus on hiring the best
people, training them well, managing their performance, compensating them fairly in terms of salary and
benefits, and creating solid processes for recognition and promotion.

Internal Controls, Strategy and Risk Mitigation

The Board has an effective Internal Control framework in place that ensures the accuracy of accounting
information and financial reporting and the Institute’s compliance with laws and regulations. The Institute’s
internal auditors BDO evaluate the effectiveness of the internal controls and address internal and external
risks. The Board actively discusses and implements recommendations from the Board Audit Committee. The
Institute has an internal audit function that ensures the flow of accurate and timely information to the Audit
Committee. A strong external audit function ensures the credibility of financial statements. An MIS is in place
to provide concise and meaningful information.

The next phase for the Institute is the implementation of a digitization of its operations to streamline the
Institute’s business processes. Management is proactively exploring the right sized ERP and solution set
along with hiring the right level of technology competence to support this digital transformation goal. This will
help build an efficient system for reaching out to and engaging with corporate audiences for lifelong
learning, embedding social media capabilities and CRM to build stronger relationships with new supporters
and donors, and establishing a real-time accounting and budgeting system that increases internal
communication and teamwork.

The main strategic risk to the Institute’s sustainability is uncertainty created by the current fluid business
environment. However, the Management in consultation with the Board of Directors is developing short to
medium term strategies to revamp the DTP, new program creation, hiring of people with relevant skill sets,
and investment in technology. The Board expects these strategies to take shape in the coming year.

Stakeholder Engagement

As the COVID-19 crisis has tested board and executive leadership, the Institute has been widening its
mandate of holistic governance by engaging with members through structured capacity building trainings on
macro themes - directors’ duties and accountability, the governance of culture and most significantly, ESG.

With the engagement of new Board Members representing both apex and frontline regulators, the Institute
is being encouraged to take a leadership role in contemporary governance debates like minority
shareholder rights, and development of SME and NPO governance toolkits. New Board Members are also
leveraging their networks to promote the Institute’s linkages with reputable international universities, global
development institutions, local technology providers, and corporate donations and technical expertise for
the Institute’s ESG agenda.

The Institute is also reengaging with the International Finance Corporation (IFC) to align with the IFC’'s ESG
work in emerging markets through access to the IFC Toolkit on Transparency and Disclosure and ESG
Progression Matrix. The IFC’s ESG agenda in South and Southeast Asia is to integrate ESG norms into
investment decisions, corporate governance frameworks such as codes, and stock exchange activities and
corporate reporting. The Institute has also refreshed its partnerships with the International Corporate
Governance Network (ICGN) and the Global Network of Director Institutes (GNDI).
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Business Continuity

The Board is pleased to report that throughout the several waves of the pandemic, the Institute’s
Management has been adaptable and responsive, and the Institute has continued to operate business
as usual while limiting its health impacts on staff. Our members have played their part in this by
stewarding their organizations through this extremely difficult time and continuing to participate in the
Institute’s programs and availing the Institute’s services online.

Corporate Social Responsibility

The Board has adopted corporate social responsibility into the Institute’s programming by offering a
discounted DTP fee structure to women aspiring to board positions as well as for some board members
of not for profit organizations. Discounted fee structure will now also be offered to board and senior
management of small and medium sized businesses, particularly women-led SMEs. This CSR policy is
embedded in the Institute’s agenda to promote diversity and inclusion.

Compliance with the Code of Corporate Governance
As required under the Listed Companies (Code of Corporate Governance) Regulations 2019 the
Directors are pleased to state as follows:

The financial statements of the Institute present fairly its state of affairs, the results of its operations,
cash flows and changes in equity.

Proper books of accounts of the Institute have been maintained.

Appropriate accounting policies have been consistently applied in preparation of financial
statements and accounting estimates are based on reasonable and prudent judgment. Proper
accounting records have been maintained by the Institute.

International Financial Reporting Standards, as applicable to the Institute, have been followed in
preparation of financial statements and deviation, if any, from these have been adequately disclosed
and explained.

The Chief Executive Officer and the CFO have reviewed the financial statements and the Chairman’s
Review and Directors Report. They acknowledge their responsibility for true and fair presentation of
the financial statements, accuracy of reporting, compliance with regulations and applicable
accounting standards.

The system of internal control is sound in design and effectively implemented and monitored.
There are no significant doubts about the Institute’s ability to continue as a going concern.

The Institute has issued a statement of compliance with the code of corporate governance which
has also been reviewed by the auditors of the Institute.

There has been no material departure from the best practices of corporate governance.

The Board of Directors of the Institute is committed to good corporate governance and appropriate
steps are taken to comply with best practices.

Comply and Explain on the Chair of the BHRR Committee not being an independent Director: having
a woman chair for gender balance in committee leadership was deemed more important by the
board. Moreover, as a not for profit we are not required by law to comply or explain but do so in the
spirit and practice of Good Governance.

Future Outlook

As part of enhancing the Institute’s brand equity and broadening the Institute’s policy agenda, the
Outgoing Board had approved changes in the PICG logo and the vision and mission statements. A
significant shift underlies the new vision and mission statements which read as follows:

Our Vision

Enable good governance that creates shared prosperity, an ethical society and an inclusive, sustainable
economy.
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Our Mission
To create awareness of the benefit of good governance to business and society thereby catalysing best
practice for long term sustainability.

The Institute’s vision is to urge our membership as well as our corporate clients to adopt a new
governance paradigm that emphasizes a long-term, sustainable investment horizon. Thus, the
integration of ESG into the Institute’s capacity building and policy advocacy agenda, broadly applicable
across all companies and industry sectors, is meant to provide an opportunity for institutional investors
to identify and invest in Pakistani companies where ESG is at the center of the business process.

The Institute’s mission is to develop contemporary directors possessing the relevant director skills and a
thorough understanding of director duties and responsibilities, who will become valuable assets to the
boards of Pakistani businesses. In furtherance of this mission, the Institute is aligning its team of
experienced faculty and a range of external resources such as advanced corporate governance toolkits
to revamp the Institute’s flagship Director Training Program. The new course will comprise online and
offline resources and face-to-face facilitation that bring it at par with the best global director training
programs.

Lastly, a prudent investment policy, approved by the Board, gives stakeholders confidence that the
Institute’s assets are being managed in an appropriate and risk-adjusted manner.

Acnowledgement

The Board wishes to acknowledge the contribution made by all stakeholders including directors,
employees and members, faculty and the apex and frontline regulators, the Securities and Exchange
Commission of Pakistan, the State Bank of Pakistan, and the Pakistan Stock Exchange.
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Statement of Compliance with

Listed Companies (Code of Corporate
Governance) Regulations, 2019

Pakistan Institute of Corporate Governance

Year Ended June 30, 2021

This statement is being presented to voluntarily comply with the Listed Companies (Code of
Corporate Governance) Regulations 2019 and establishes that Pakistan Institute of Corporate
Governance (“the Institute”) is managed in compliance with the best practices of corporate
governance. The Institute is not required to comply with the provisions of the Code of Corporate
Governance which are applicable to listed companies. However, to ensure the implementation of
best practices in its own operations, the Board of Directors of the Institute have decided to
measure its governance against the requirements of the Code of Corporate Governance issued
by the Securities and Exchange Commission of Pakistan (SECP). Accordingly, the Institute
complies with such provisions of the Code that specifically relate to its activities and operations.

1. The total number of directors are 10 (9 elected directors and the CEO) comprising the following:

a. Males: 7
b. Females: 3

2. The composition of the Board is as follows:

i. Independent Directors — 4

© Dr. Shamshad Akhtar (Chairperson)
© Mr. Ahson Igbal

® Mr. Muhammad Ashraf Bawany
©  Mr. Wasif Akbar Rizvi

ii. Non-Executive Directors — 5

© Mr. Faisal Akhtar
(Founding Director - OICCI)

4 Dr. Fakhara Rizwan
(Founding Director — Pakistan Stock Exchange)

% Ms. Musarat Jabeen

® Mr. Saleem Ullah
(Founding Director — State Bank of Pakistan)

4 Mr. Yousaf Hussain
(Founding Director — Pakistan Banks Association)

(Founding Director — Securities & Exchange Commission of Pakistan)

iii. Executive Director - 1

© Mr. Ahsan Jamil (President & CEO)

iv. Female Directors — 3

4 Dr. Shamshad Akhtar
% Dr. Fakhara Rizwan

© Ms. Musarat Jabeen
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3.  The directors have confirmed that none of them is serving as a director on more than
seven listed companies, including this company;

4.  The company has prepared a code of conduct and has ensured that appropriate
steps have been taken to disseminate it throughout the company along with its
supporting policies and procedures;

5. The Board has developed a vision/mission statement, overall corporate strategy and
significant policies of the company. The Board has ensured that complete record of
particulars of the significant policies along with their date of approval or updating is
maintained by the company;

6. All the powers of the Board have been duly exercised and decisions on relevant
matters have been taken by the Board/members as empowered by the relevant
provisions of the Act and these Regulations;

7. The meetings of the Board were presided over by the Chairperson and, in his/her
absence, by a director elected by the Board for this purpose. The Board has
complied with the requirements of Act and the Regulations with respect to frequency,
recording and circulating minutes of meeting of the Board;

8.  No remuneration is paid to the Directors except for the Executive Director for whose
remuneration the Board has a formal policy and transparent procedure in
accordance with the Act and these Regulations

9. TheBoardis in compliance with the requirement of Directors’ Training program as the
following Directors have completed their Directors Training or have been exempted
from the requirement under provisions of the Code:

Dr. Shamshad Akhtar

Mr. Ahson Igbal

Mr. Ahsan Jamil

Mr. Faisal Akhtar

Dr. Fakhara Rizwan

Mr. Muhammad Ashraf Bawany
Ms. Musarat Jabeen

Mr. Wasif Akber Rizvi (Exempted)
Mr. Yousaf Hussain

10. The Board has approved appointment of chief financial officer, company secretary
and head of internal audit, including their remuneration and terms and conditions of
employment and complied with relevant requirements of the Regulations;

11. Chief financial officer and chief executive officer duly endorsed the financial
statements before approval of the Board;
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12. The Board has formed committees comprising of members given below:

a) Audit Committee

Mr. Muhammad Ashraf Bawany (Independent Chairman)
Mr. Ahson Igbal (Independent Director)

Dr. Fakhara Rizwan (Non-executive Director)
Mr. Saleem Ullah (Non-executive Director)

b) HR and Remuneration Committee

Ms. Musarat Jabeen (Non-executive Chairperson)
Dr. Fakhara Rizwan (Non-executive Director)

Mr. Faisal Akhtar (Non-executive Director)

Mr. Muhammad Ashraf Bawany (Independent Director)

Mr. Ahsan Jamil (Executive Director)

c) Nomination Committee

Dr. Shamshad Akhtar
Ms. Musarat Jabeen
Mr. Yousaf Hussain
Mr. Ahsan Jamil

Independent Chairperson)
Non-executive Director)
Non-executive Director)
Executive Director)

—~ N ~

d) Investment Resource Mobilization & Business Development Committee

Mr. Yousaf Hussain (Non-executive Chairman)
Mr. Faisal Akhtar (Non-executive Director)
Ms. Musarat Jabeen (Non-executive Director)
Mr. Saleem Ullah (Non-executive Director)
Mr. Ahsan Jamil (Executive Director)

e) Board Research Advocacy & Strategy Committee

Mr. Wasif Akbar Rizvi (Independent Chairman)
Dr. Fakhara Rizwan (Non-executive Director)
Ms. Musarat Jabeen (Non-executive Director)
Mr. Yousaf Hussain (Non-executive Director)
Mr. Ahsan Jamil (Executive Director)

13.

14.

The terms of reference of the aforesaid committees have been formed, documented and
advised to the committee for compliance;

The frequency of meetings (quarterly/half yearly/ yearly) of the committee were as per following:
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a) Audit Committee (Five (5) meetings were held during the year ended June 30, 2021)

b) HR and Remuneration Committee (Three (3) meetings were held during the year ended June
30, 2021)

¢) Nomination Committee (Two (2) meetings were held during the year ended June 30, 2021)

d) Investment Committee (One (1) meeting was held during the year ended June 30, 2021)

15.  The Board has outsourced the internal audit function to who are considered suitably qualified
and experienced for the purpose and are conversant with the policies and procedures of the
company;

16. The statutory auditors of the company have confirmed that they have been given a satisfactory
rating under the Quality Control Review program of the Institute of Chartered Accountants of
Pakistan and registered with Audit Oversight Board of Pakistan, that they and all their partners
are in compliance with International Federation of Accountants (IFAC) guidelines on code of
ethics as adopted by the Institute of Chartered Accountants of Pakistan and that they and the
partners of the firm involved in the audit are not a close relative (spouse, parent, dependent and
non-dependent children) of the chief executive officer, chief financial officer, head of internal
audit, company secretary or director of the company;

17. The statutory auditors or the persons associated with them have not been appointed to provide
other services except in accordance with the Act, these Regulations or any other regulatory
requirement and the auditors have confirmed that they have observed IFAC guidelines in this
regard;

18. We confirm that all requirements of regulations 3, 6, 7, 8, 27, 32, 33 and 36 of the Regulations
have been complied with; and

19. Explanation for non-compliance with requirements, other than regulations 3, 6, 7, 8, 27, 32, 33
and 36 are below (if applicable):

Regulation 19. Directors’ Training

Institute did not arrange training for one female executive under the Directors’ Training program
from year July 2020 as per Regulation 19 on account of major staff transition with the exit of two
key employees. As the Institute comprises a relatively small team, one female executive had to
take on the added responsibility of Acting COO. The Institute is committed to completion of
Directors’ Training for a female executive in 2021-22.

Regulation 28. Human Resource and Remuneration Committee

Chair of the Human Resource and Remuneration Committee not being an Independent Director
as per Regulation 28 owes to the Institute’s commitment to having a woman chair for gender
balance in committee leadership which was deemed more important by the Board. Moreover,
as a not for profit we are not required by law to comply or explain but do so in the spirit and
practice of good governance.

On behalf of the Board
P
DR. SHAMSHAD AKHTAR
CHAIRPERSON
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Review Report to the Members

EY Ford Rhodes UAN: +9221 11111 39 37 (EYFR)
Chartered Accountants Tel: +9221 3565 0007-11

Progressive Plaza, Beaumount Road Fax: +9221 3568 1965
. P.O. Box 15541, Karachi 75530 ey.khi@pk.ey.com
Building a better Pakistan ey.com/pk
working world
T APAFT |
DRAFT

To the members of Pakistan Institute of Corporate Governance

Review Report on the Statement of Compliance contained in Listed Companies (Code of
Corporate Governance) Regulations, 2019

We have reviewed the enclosed Statement of Compliance with the Listed Companies
(Code of Corporate Governance) Regulations, 2019 (the Regulations) prepared by the
Board of Directors of Pakistan Institute of Corporate Governance (the Institute) for the year
ended 30 June 2021 in accordance with the requirements of regulation 36 of the
Regulations.

The responsibility for compliance with the Regulations is that of the Board of Directors of
the Institute. Our responsibility is to review whether the Statement of Compliance reflects
the status of the Institute's compliance with the provisions of the Regulations and report if
it does not and to highlight any non-compliance with the requirements of the Regulations.
A review is limited primarily to inquiries of the Institute's personnel and review of various
documents prepared by the Institute to comply with the Regulations.

As a part of our audit of the financial statements we are required to obtain an
understanding of the accounting and internal control systems sufficient to plan the audit
and develop an effective audit approach. We are not required to consider whether the
Board of Directors' statement on internal control covers all risks and controls or to form an
opinion on the effectiveness of such internal controls, the Institute's corporate governance
procedures and risks.

The Regulations require the Institute to place before the Audit Committee, and upon
recommendation of the Audit Committee, place before the Board of Directors for their
review and approval, its related party transactions. We are only required and have
ensured compliance of this requirement to the extent of the approval of the related party
transactions by the Board of Directors upon recommendation of the Audit Committee.

Based on our review, nothing has come to our attention which causes us to believe that the
Statement of Compliance does not appropriately reflect the Institute's compliance, in all
material respects, with the requirements contained in the Regulations as applicable to the
Institute for the year ended 30 June 2021.

m
Chartered Accountants
Place: Karachi

Date:
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Interview with
Professor Alexandre de Miceli da Silveira -
The Importance of Governance and Ethics

Alexandre Di Miceli da Silveira, Ph.D. N

Prof. Dr. Alexandre Di Miceli is an author, professional speaker, consultant, and
researcher entirely devoted to corporate governance and business ethics since 2000.

He is the founder of Virtuous Company, a top management consultancy firm, providing
state-of-the-art knowledge on corporate governance, ethics, diversity, leadership, and
purpose to its clients through advisory and executive education. He is also a full
professor at Alvares Penteado School of Business in Sao Paulo.

Dr. Alexandre is the author of “The Virtuous Barrel: How to Transform Corporate Scandals into Good
Businesses” as well as of several best-selling management books in Brazil, including “The Resilient
Company: Thriving in a Changing World”,

“Corporate Governance in Brazil and in the World”, “Behavioral Business Ethics: Solutions for Management in
the 21t Century”, and “Corporate Governance: The Essentials for Leaders”.

He has been a short-term consultant with the IFC (International Finance Corporation, World Bank Group)
since 2015 in projects and trainings related to ethics and corporate governance. He is a member of the
committee that prepared the Brazilian Code of Best Corporate Governance Practices and professor of
IBGC’s course for board members since 2005. He was also a professor at the University of Sao Paulo
(2005-2016), independent consultant for the OECD (Organisation for Economic Cooperation and
Development), and vice-president of the Brazilian Society of Finance.

Dr. Alexandre holds a Ph.D. and M.S. degrees in management from the University of Sao Paulo and has been
a visiting professor at Cornell University and Université Catholique de Louvain. He has published more than
25 papers on peer-reviewed journals and presented more than 50 papers at international conferences. For
his contributions to corporate governance and business ethics in Brazil, Dr. Alexandre is the recipient of
- several awards. Y,

1) What are the implications of today’s fast-paced and unpredictable world for corporate governance?

The emergence of Covid-19 confirmed what many people had known for a long time: we live in the age
of unpredictability.

The only certainty we have is that the level of unpredictability will not decrease. In the coming years, we
will continue to experience a succession of shocks caused by the enormous technological,
environmental and social transformations underway.

On top of this, the other hallmark of our times is the increase in stakeholder expectations regarding the role of
companies in society. Making money is not enough: businesses need to actively contribute to a more ethical,
fair, inclusive and sustainable society.

All of this has big implications for boards. In my view, there are 10 main implications of the ongoing
transformations on the role, functioning, culture and composition of the boards of directors:
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m » 10 Implications of Megatrends for Boards of Directors

4 1 More focus on the future, less on the past

Role of the Board New topics on the Board's agenda, with an emphasis on the human factor

Need for greater optimization of the Board's time

Board Processes More time for debates, less for one-sided transmission of information

and Culture

2

3

4 A more continuous and fluid performance of the board

5

6  More emphasis on continuous learning and individual assessment
7

More transparency and better communication with stakeholders

’ Composition Chair 8 Balance between expertise in emerging issues and industry experience
of the Board 9  Diversity with inclusion and camaraderie
» Chairs of the Board 10  From a cerebral and liturgical approach to a human and cultural one

As a result of these implications, | strongly recommend boards to reflect on the questions below in order
to stay relevant and add more value to their organizations in the 21t century:

» Does our board spend considerably more time (70% or more of the meetings) discussing strategic issues
about the future of the organization instead of operational issues of everyday life or from its past, such as the
retrospective analysis of financial indicators or the traditional “budget vs. actual” analysis?

» Does our board regularly discuss, based on objective indicators, issues related to: The purpose, values,
and culture of the organization? Human capital management, mental health, employee engagement and
the creation of an environment characterized by high psychological safety that is conducive to ethics,
experimentation and innovation? The growing social activism of stakeholders and the investors’ demands
for better environmental, social and governance (ESG) standards? Artificial intelligence, digitalization of
the economy, cyber risks, data management and privacy, and potentially disruptive technologies?

» Does our board provide high transparency on its functioning to shareholders and other key stakeholders
through a report that explains how our board has been adding value to the organization?

» Does our board have adequate diversity in its most varied dimensions as well as provide an inclusive
environment in which all directors — especially the youngest, those recently appointed to the board or
those belong to minorities — are equally heard?

» Does our board have an education program that ensures directors continuous learning on both soft skills
as well as on emerging and critical issues for businesses in the 21t century?

»  Collectively, does our board have the human capital appropriate to the challenges that our organization
is going to face in the next five to ten years? (e.g. directors with expertise in emerging issues critical to
the future of the organization, such as organizational culture, leadership, digital technologies, data
science and environmental issues).

2) Inyour view, what are the main qualities and characteristics of an ethical company?

Ethical behavior results from the ability to reflect on the consequences of our acts and to control our selfish
impulse for the common good.

The same reasoning applies to companies.

An ethical company continuously considers the impacts of its actions on its stakeholders. It assesses the
merits of its decisions not only from the commercial, legal and technical perspectives, but — mainly — from the
ethical perspective.

“Is this an ethical decision?”, “What are the consequences of what we are doing?", and "Is this the right thing
to do?" are questions ethical companies do on a daily basis.

Ethics is not limited, however, to reflection. It is above all about action. As Aristotle wrote, the goal

of ethics is to practice virtue, not just being aware of what is the right thing to do.

For this reason, business ethics refers primarily to behaviors rather than corporate documents.

An ethical company has three main attributes: values-based decisions and behaviors, ethical culture, and a
virtuous leadership style at all levels of the organization.

Let's start with values. Roy E. Disney, former chairman of Disney’s board of directors, once said that "It
is not hard to make difficult decisions when you know what your values are."
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He nailed it. This is the main usefulness of values: they identify the principles or motivators that should guide
people's choices and behaviors in everyday life.

Virtually all companies have a set of noble values with references to topics such as integrity, honesty,
transparency, respect for customers and employees. For most, however, there is an ocean of distance
between stated or aspirational values (how they would like to live) and their daily decisions and operations
(how they currently live).

The supreme value of many companies, in practice, is just how much money they make. When this happens,
sooner or later there will be serious ethical problems.

The second condition for an ethical company is, of course, being able to establish an ethical culture. This
requires the full alignment of two systems.

The formal or tangible system. That is, what is established in the organization’s documents and
procedures, such as its code of conduct, mission statement, and policies for hiring, evaluating,
promoting and dismissing people.

The informal or intangible system. It represents the implicit signals about the expected behaviors in
everyday corporate life. This includes the company's social norms, the unwritten rules for surviving and
thriving in the organization, the corridor stories, and the attitudes of senior managers.

When the two systems point in the same direction, the company turns ethical decisions and behaviors into
something natural, automatic and habitual. When there is a significant discrepancy between the two
systems, however, formal rules become irrelevant and tacit norms and everyday habits prevail.

What is needed to build an ethical culture? Obviously, there is a good overlap with the qualities of the
“learning organization” that mentioned before, such as psychological safety and intrinsic motivation.

Leadership is the critical ingredient to build and sustain an ethical culture. In particular, organizations need
virtuous leaders who see themselves as curators of their organizations with a mission to hand them over
better than they received them.

This is the third attribute of an ethical company.

At all levels, companies need leaders who seek to: 1) serve instead of being served; 2) coach and develop
people; and, 3) create an inspiring, fair, inclusive, safe, and emotionally positive workplace.

These leaders must be able to provide their team members with two categories of experiences: one of
universality and another of singularity.

The experience of universality means making people feel united in the search for something bigger and
broader than themselves, that they realize that together they can reach achievements that they would never
achieve individually, and that they understand the importance of their work and the daily impacts they have
on the lives of others.

The experience of singularity, in turn, means to make each person feel that he or she is treated as a unique
human being, with his or her peculiarities. This means to be heard, recognized, trusted, allocated to tasks
aligned with what they do best, and, above all, to feel that on the other side there is a leader that genuinely
cares about them as a human being far beyond professional issues.

It takes much more than analytical intelligence to be a virtuous leader. It is necessary, above all, maturity and
high emotional, moral and systemic intelligence.

3) Inarecent text, you talked about current contradictions in the corporate world as well as the presence of a large
“elephant in the room” of corporate governance. Could you please detail your views on this?

Some people say that human beings are walking contradictions. For many companies, this maxim is also true. In
my view, there are 10 contradictions in the corporate world that sooner or later should be addressed.

1. We live in the era of unpredictability, but many companies continue to be run based on the old
predict-and-control.

2. We live in a world driven by scientific knowledge, but many leaders do not take the time to study what
science says about the topics that are important to them.
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3. We need to create adaptable, responsive, and flexible companies, but many firms still operate based
on a rigid pyramid full of silos and bureaucracy.

4. Business performance is a team sport, but performance assessments and incentive systems still
focus on the individual rather than on the team.

5. Having self-motivated and inspired people is the key to excellency, but many companies still focus on
financial rewards and fear to create motivation.

6. Diversity improves decisions, but very few companies have concrete goals to make their boards and
senior management teams more plural.

7. Trustis a critical asset, but most companies show widespread distrust of their people as evidenced by
a huge apparatus of rules and controls.

8. It is essential to have ethical leaders across all levels, but leaders are still rarely evaluated based on
ethical parameters.

9. Therole of the board is to ensure that decisions and daily conduct are based on solid values in line with
the purpose of the organization, but boards rarely discuss with quality and depth if this is indeed
happening.

10. Resilience and longevity are the ultimate measure of performance for any company, but many leaders
still exhibit a transactional approach focused on short-term gains.

In my opinion, eliminating these contradictions is fundamental to building organizations of excellence.
Actually, for many leaders, this must be their main mission!

Regarding the issue of the “elephant in the room” in the world of corporate governance today, my point is
that the vast majority of debates on boards of directors are still focused on 20th century companies instead
of 21t century ones.

The successful company of the future will be quite different from the current one.
In particular, we are talking about structural changes, not incremental ones:

» From rigid pyramids to flexible networks.
»  From making use of the intelligence of a few at the top, to harnessing the collective intelligence of everyone.

» From planning systems aimed at producing information upwards, to intelligence systems that provide
real-time information to people on the front lines.

» From generalized mistrust based on a negative premise about people, to the creation of trust
relationships based on a positive premise about the members of the organization.

» From minimal transparency (there should be a reason for making information available), to maximum
transparency (there should be a reason for not making information available).

From hard controls to an emphasis on soft controls.

From a focus on compliance, to a focus on ethics.

From a focus on extrinsic motivation based on fear, to a focus on intrinsic motivation based on inspiration.
From a company organized around processes, to a company organized around people.

From the values of growth and competition to the values of conservation and collaboration.

From an obsession with short-term efficiency, to an emphasis on long-term resilience.

/A /4B 4B 4B\ 4B\ 4B\

From a focus on immediate returns for shareholders, to the creation of shared and sustainable value for
all stakeholders.

»  From profit maximization as the concept of success, to purpose maximization as the concept of success.

As a result, there are two main questions that really matter in corporate governance:

How can boards of directors help their companies becoming more humanized, purposeful,
stakeholder-oriented and with an emphasis on their long-term resilience? And what should be the role of the
board of directors in cutting-edge companies that operate with a high degree of autonomy and trust based
on the logic of “sense and respond” using their purpose as a guide? (such as companies based on
self-management)

Beyond trying to predict and control the future, which is increasingly unlikely, these are the questions that
will make boards of directors add real value to their companies in the 21 century.

This is an excerpt from the interview — log on to www.picg.org.pk to read the full interview.
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Corporate Governance Views
from 4 Successful Women

Women are playing an integral role in the workforce and the value that they have is truly immeasurable.
With the skills and knowledge that women bring to the table, it's no wonder why gender equality is at
an all-time high. Listed below are questions we asked four leading women in their respective fields.

Aminah Zahid Zaheer

Managing Director
Zahid Zaheer & Associates

Seema Jaffer

Chief Executive Officer
Bond Advertising

Sadia Haroon

Executive Director
Human Resource Solutions International

Bushra Naz Malik

Member
Competition Commission of Pakistan

1) What are the three critical success factors for sustainability and corporate governance in

a)

b)

c)

» Aminah

I’'m my opinion, the three most critical factors that would ensure
sustainability and governance are:

your opinion?

~

Composition of the Board and the level of Engagement of Board
Members is Key.

The Governance Framework must have a wide scope including
Risk Enterprise, Information Technology, Climate change & ESG,
Gender Diversity, and Continuous Disclosure.

An organizational culture that promotes Transparency in making
decision, Responsiveness in taking action and Ownership in

»Sadia ~
Sustainability is a critical part for any business to succeed.
Sustainable businesses have to take into account several
factors such as environmental, economic, and social factors
to name just a few. Identifying these and elements within your
sphere and ensuring a successful implementation is directly
related to the quality of its board of governance. This quality
is reflected in the experience, leadership skills and utilization
of the board members themselves. While these are the three
critical success factors that can help to identify and
implement a sustainable plan, | would add, as well, the
board processes which allow decisions to be implemented.

accepting responsibility. /

» Seema

v

Bushra

1. Acting responsibly Having Strategic Focus (Leadership, Management, Planning)

2. Working towards social equity Building Resources (Finances, Personnel, Staff, Learning, Development, Culture)

Investing in Operations (Processes with special focus on customer satisfaction, tools
needed for effective & efficient delivery and corporate responsibility programs)

3. Building a culture of transparency
& accountability
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2) What traits do you value most in yourself especially being a female at a senior level?

»Sadia

This may come across as
self-praise  however my
greatest  strength is
taking on the challenge &
maintaining relationships

> Aminah

a) Empathy: - especially with the female members in the workforce

b) Consensus Oriented: - | seek to mediate between the many different needs, agendas, perspectives,
and expectations present within a diverse organization

c) Integrity: - | try to uphold the highest code of business ethics and compliance; act objectively and
constructively; exercise my judgment in a neutral manner, to serve the interest of the organization.) -

> Seema , Bushra

As a female CEO | have focused on inspiring my team &
building a culture of creative innovation. | believe in a model of
participative decision making. Most importantly | believe in
building an organization committed to being socially
responsible & inclusive at its very core.

1. Strength and confidence to deal with obstacles as well as
setbacks

2. Perseverance

3. Have a genuine passion for work and for achieving goals

4. Compassion/responsibility towards other women.

3) What advice would you give to the next generation of women joining the workforce?

Sadia

Take the time to expand your knowledge, take risks,
and hone in on critical business skills, be a team

* Aminah

Be Honest, Fair and Fearless .Don't let norms and stereotypes crush your
identity. Believe in yourself and allow yourself to attain your full potential.

L player
*» Seema Bushra
Keep learning. Keep questioning.  Keep 1. Finding Work/Life Balance
challenging. Share your work. Be an advocate for 2. Don't Accept Gender Bias
what you believe in. Find your mentors out there. 3. Build Your Personal Brand and Reputation Within Your Organization
Believe in your worth & don't be afraid of making ) ) ) ) )
. 4. Build Relationships and Understanding the Cultural Practices.
mistakes. Have empathy.
= 5. Grow Your Knowledge and Experience

4) Today’s world, especially the Millennial and Generation —demographic is characterized by
heightened social consciousness, political activism and an affinity for equality and justice
— have you seen that changed in the workforce in Pakistan as well?

» Aminah ~ [*Sadia ~

Access to Internet & Social Media, and the Usage of Mobile
Devices and technology has allowed the millennial generation
greater exposure to the world, a higher level of education, closer
interaction with word famous academia and superior business
and social skills. There is a decrease in gender bias with more
females joining the workforce and contributing actively towards

There are several positives we are seeing in the workplace,
especially where women are concerned. The increased
induction of women in the workplace has allowed us to tap into a
major talent resource that often shunned the corporate world
prior to Millennials. Furthermore, this interconnectivity globally, is
altering our thought processes within the workspaces, wherever

the country’s economy. they exist, in all areas that you have mentioned.

= = /
> Seema ~, » Bushra N

Societal changes have also happened in Pakistan like other parts
of the world but changes in workforce have not happened at the
same rate as one would have desired. Feminist/ women'’s rights
consciousness along with issues related to other discriminated
groups like minorities/disabled/rural population/unisex in Pakistan
the ethical standards they believe in. Money doesn't drive has historically been shaped in response to national and global

this generation as much as purpose & a belief in what they reconfigurations of power including colonialism, nationalism,
do. dictatorship, democracy and the Global War on Terror (GWoT).

L / L

| am so impressed by the young passionate people | meet
every day. | see young people aligning their career choices
with their values. | see increase in social activism. Be it
climate change or social equality. | see an increased
disregard for organizations & government that do not follow
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IMPLEMENTATION OF
BEST PRACTICES OF
CORPORATE GOVERNANCE

This study evaluates the extent to which 25 companies recognised as Pakistan Stock Exchange
(PSX's) Top 25 in 2019 are abiding by best practices laid out in the Listed Companies (Code of
Corporate Governance) Regulations 2019 (CoCG 2019) and the extent to which they are applying the
‘comply and explain' approach, where applicable.

A desktop research methodology was employed for this study, in order to collect data from publicly
available resources from January 2021 to March 2021.

A broad set of corporate governance practices amongst the companies including board composition,
significant policies, committees, reporting and disclosure and financial standing were reviewed

Complete Compliance

OVERALL COMPLIANCE I Incomplete Compliance

Overall 10 companies of the 25 are complying with all the mandatory
provisions of the CoCG 2019 while the majority, i.e. 15 companies were
still in the process of compliance/ non-compliant. Our data showed that
at least 10 of the non-compliant companies have also left their
non-compliance unexplained.

NON-COMPLIANCE

Major reason for non-compliance / delayed compliance:

Ensuring the required number of Independent Directors on the Board:
The Code requires listed companies to have at least 2 or 1/3rd of their directors as independent directors
and 'round up' any fraction in calculating this number. The findings depict that

15 of the 25

companies have not as yet ensured the correct number after 'rounding up'. Out of these, only 2 provided
an explanation as to why the number wasn't rounded up. Further, 3 of the companies did not even comply
with the minimum 1/3rd requirement (even if they had rounded up)

Ensuring the Board has at least one female director:

4 companies did not have a female director during the period this research was conducted. Half of these
companies stated that the change was not yet due for the period under review. (i.e June 2020)

The explanation for any non-mandatory requirements were not necessarily mentioned within the
statement of compliance with the Code; instead, related information had to be obtained from other
parts of the annual report or from the website
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BOARD COMPOSITION & DIRECTORSHIPS
24 out Of 25 gy s sperion ool

Board members of all the companies confirmed that they held no more
than 7 directorships as deemed mandatory under the CoCG 2019.

e The total number of directors per board spans from 7 to 14, with
average board size being 9 companies have at least 1
female director

COMMITTEES OF THE BOARD

e The average composition of the HR & RC across companies displays the presence of 39% independent
directors, 56% non-executive directors and 5% other members

e Half of the companies conducted only 1 HR & RC meeting in a year; whereas the rest of them held
between 2 and 6 meetings, barring one company which held 10

(o) of the companies did not have a o did not possess a distinct
84 /O Risk Management Committee 96 /O Nomination Committee

INTERNAL AUDIT

80 /O companies have an in-house internal audit function. The remaining have out sourced the same

WHISTLE BLOWING POLICY

e 19 out of 25 companies have mentioned some sort of mechanism alluding to grievance handling and
assessment
* 36% companies provide no information regarding the whistle blowing policy

DIRECTOR TRAINING PROGRAM

The CoCG 2019 encourages companies to ensure the target of having at least 75% of their board members
certified in an SECP accredited directors training program by 2021. Most of the PSX Top 25 companies have
fulfilled this provision.

DISCLOSURE OF SIGNIFICANT POLICIES & INFORMATION ON
COMPANY WEBSITE

o have a whistleblowing policy/ o did not have key elements of directors'
44 /O form available on their website 87 /O remuneration on their website

PICG's Report on Compliance of the KSE 100 with the CoCG 2019
coming soon...

The data for this study was compiled by our Research Interns, Muhammad Asher Khan and Imaara Zulfigar Ali.
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Our Members

Founder Members 16. Tri-Pack Films Ltd
1 Institute of Business Administration Karachi 17. The Hub Power Company Ltd
2 Institute of Chartered Accountants of Pakistan 18. Sanofi Aventis Pakistan Ltd
3 Institute of Cost and Management Accountants 19. United Bank Ltd

of Pakistan 20. Habib Bank Ltd
4 Lahore University of Management Sciences 21 National Foods Ltd
5 Mutual Funds Association of Pakistan

22. Allied Bank Ltd
23. Askari Bank Ltd

6  Overseas Investors Chamber of Commerce

& Industry
7  Pakistan Banks Association 24. EFU General Insurance Ltd
8  Pakistan Stock Exchange Ltd 25. Meezan Bank Ltd
9  State Bank of Pakistan 26. Kot Addu Power Company Ltd
10 The Federation of Pakistan Chambers 27. Macpac Films Ltd
of Commerce & Industry 28. Pakistan Oxygen Ltd (Formerly Linde Pakistan Ltd)

11 The Institute of Corporate Secretaries of

29. Akzo Nobel Pakistan Ltd
12 The Securities & Exchange Commission #0 Noberrarisian

30. A.FFerguson & Co.

of Pakistan
13 The Insurance Association of Pakistan 31. Engro Polymer & Chemicals Ltd
32. Sui Southern Gas Company Ltd
Honorary Lifetime Members 33. Pakistan International Airlines
1 Dr. Shamshad Akhtar 34. Siemens Pakistan Engg Co. Ltd
2 Mr. Fuad Azim Hashimi 35. Engro Vopak Terminal Ltd
36. The Bank of Punjab
Life-time Members 37. Institute of Business Management
1 Ahson Igbal 38. State Life Insurance Corporation of Pakistan

2 Oil & Gas Development Company Ltd (OGDCL) 39, Arif Habib Corporation Ltd

40. National Investment Trust

corporate Members 41. 1GI General Insurance Ltd

1. ICl Pakistan Limited 42. Pakistan State Oil Company Ltd

2. International Industries Limited 43, Descon Engineering Ltd

3. Packages Limited 44. Dawood Hercules Corporation Ltd

4. Abbott Laboratories (Pakistan) Ltd 45, Byco Petroleum Pakistan Ltd

5. Standard Chartered Bank (Pakistan) Limited 46. Pakarab Fertilizers Ltd

6. Pakistan Petroleum Ltd 47. Bankislami Pakistan Ltd

7. Faysal Bank Ltd 48. Lucky Cement Ltd

8. Engro Corporation Ltd 49 Bank Alfalah Lid

9. Pakistan Refinery Limited 50 ACCA Pakistan

10." Indus Motor Company Ltd 51. Feroze1888 Mils Ltd

1. Shell Pakistan Ltd 52. Pakistan International Container Terminal Ltd
12. Crescent Steel and Allied Products Ltd 53. Attock Refinery Ltd

13. National Bank of Pakistan 54. Vellani & Vellani

14. Archroma Pakistan Limited 55 EY Ford Rhodes

15. Central Depository Company of Pakistan Ltd 56. NBFI & Modaraba Association of Pakistan

(Not-For-Profit)
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57. Sui Northern Gas Pipelines Ltd 96. Khan Brother

58. EFU Life Assurance Ltd 97. Ali Gohar & Company
59. Habib Metropolitan Bank Ltd 98. Novartis Pakistan (Pvt) Ltd
60. ZIL Ltd

61. Pakistan Poverty Alleviation Fund Individual Members
62. Hum Network Ltd

1. MrFaisal Qureshi
63. Adamjee Insurance Company Ltd 2. Mr.Tajamal Hussain Shah
64. Samba Bank Ltd 3. Jawwad Shekha
65. K-Electric Ltd 4. Shakaib Arif
66. Soneri Bank Ltd 5. Zulfiar Alam
67. Thal Limited 6.  Jan Ali Khan Junejo
Philios Paki Lid 7. Shamsul Islam
68. Phiips Pakistan Lt 8.  Saffuddin N.Zoomkawala
69. The General Tyre & 9. Kalim-urRahman
Rubber Company of Pakistan Ltd 10. Yousuf Husain Mirza
70. Al Shaheer Corp.Ltd 11. Ava A.Cowasjee
71. Hi-Tech Lubricants Ltd 12. Bushra Naz Malik
72. Unilever Pakistan Foods Ltd 13 Muhammad Al
73. Lotte Chemical Pakistan Ltd 14, Saif Ali Rastgar
, o 15. Shahzad Sarwar
74. Sindh Transmission & 16. Afzaal Latif Malik
Dispatch Company Ltd 17. Mohammed Raziuddin Monem
75. BASF Pakistan (Pvt) Ltd 18. Irfan Ali Hyder
76. Attock Cement Pakistan Ltd 19. Sagib Cheema
77. Kansai Paint Pvt Ltd 20. Yacoob Suttar
78. KPMG Taseer Hadi & Co. 21. Nadeem Ahmed Jeddy
79. SSGC LPG (Pvt) Lid 22. Syed Nab.eel ljaz Gardezi
23. Arshad Mirza
80. Murree Brewery Company Ltd 54 Ali Akbar Abdullah
81. Deloitte Yousuf Adil 25 Ahsan Mustafa Bajwa
82. Magnus Investment Advisors Ltd 26. Haroon Mehmood Khan Lodhi
83. Sukkur IBA University 27. Qaiser Zaman
84. Pakistan Industrial Development 28. Sheheryar Arshad Chishty
Corporation (Pvt) Ltd 29. Jehanzeb Durrani
85. Systems Lid 30. Ashar Saged
86. Paki R A _ 31. Fawad Laique
. Pakistan Revenue Automation 32. Yousaf Baig Mirza
(Pvt) Ltd 33. Zeeshan Ahmad
87. Pak-Qatar Family Takaful Ltd 34. Syed Najmul Hasan
88. Khyber Tobacco Company Ltd 35. Aliya Yusuf
89. Marie Stopes Society 36. Mehmosh Khuwaja
90. Corporate Research and 37. Liaquat Ali Abro
Investigations (Pvi) Ltd 38. Muhammad Bilal Khan
39. Seema Jaffer

91. Falcon-I (Pvt) Ltd .
40. Nayyer Hussain
92. Karandaaz Pakistan (not for Profit) 41 Irfan Ahmad Khan

93. Habib University (not for Profit) 42 Muhammad Haider Amin
94. TPL Insurance 43. Atif ud din
95. 72C Limited 44. Riffat Mehboob Alam Goheer
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Honorary
Lifetime Member

Dr. Shamshad Akhtar
Honorary Lifetime Member

Dr. Shamshad joined the PICG Board in 2020 and her impact as Board Member has led PICG to
forge ahead with a forward - looking agenda on board composition, board independence, and
diversity and inclusion with the induction of a minimum 1/3rd women directors on the PICG Board
as part of a process of amendments in the Institute’s articles of association.

Furthermore, a part of that agenda is Dr. Shamshad’s enthusiastic leadership for research and
advocacy and creating a more holistic good governance framework through ESG and climate
change-related guidance and voluntary disclosure that will encourage Pakistani companies to
disclose how these risks when well managed improve their bottom line. Dr. Shamshad has been
nominated by the PICG Board as Chair of PSX PICG’s national Task Force on ESG.

Dr. Shamshad was also elected as the First Woman Chair of Pakistan Stock Exchange. With this
nomination, Dr. Shamshad has added another first to her many accolades. In 2006 she became
the first woman Governor of the State Bank of Pakistan. In her capacity as Governor,
Dr. Shamshad was also the Chairperson of the Central Bank Board and its affiliates, as well as a
Governor of the International Monetary Fund.

Dr. Shamshad led the UN-wide coordination of the work on the post-2015 development agenda,
and was also the United Nations Sherpa for the G20, supporting the Finance Ministers and
Central Bankers track. In her role as Vice President of the Middle East and North Africa Region
of the World Bank, Dr. Akhtar spearheaded the Bank’s response to the Arab Spring as well as the
Arab regional integration strategy and its implementation. She served in the Asian Development
Bank for almost 15 years. As Special Senior Advisor to the President of ADB, and
Director-General of the South-East Asia region, she led a progressive agenda for emerging
markets including Pakistan.

Dr. Shamshad has served as Interim Finance and Planning Minister in the Government of
Pakistan and currently serves on the Prime Minister's Economic Advisory Council. She is an
individual who is committed to the values of good governance, financial discipline, and the
socio-economic success of Pakistan.
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Honorary
Lifetime Member

Mr. Fuad Azim Hashimi
Honorary Lifetime Member

Mr. Hashimi was given PICG’s honorary lifetime membership for his significant contribution and
pioneering leadership over many years in the field of Corporate Governance. He was the
President & CEO of PICG for almost a decade and retired on August 31, 2016 and was
responsible for spearheading awareness and practice of good governance principles in

corporate Pakistan.

The substantial contribution made by Mr. Hashimi led to PICG becoming a premier Governance
body, and was responsible for improving corporate governance in the country and putting it on
the international governance map. His subsequent work in pioneering PBC’s Centre of
Excellence in Responsible Business is indeed significant including the focus on SDGs and ESG;
and his work and relationship building with international bodies like IFC, and OECD Governance

Networks is very noteworthy.

Having served on numerous Corporate Boards as an Independent Director his reputation as a
corporate governance guru precedes him. We at PICG recognize him as an individual who is
committed to the values of good governance, financial discipline, and economic success of

Pakistan.
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Mentorship Survey

Purpose
To determine the need for quality mentorship for CEO's and C-Suite Executives and
identify areas where corporate leaders require support in their roles.

Key Learnings

The highest number of responses were from CEQOs, followed by C-Suite Executives

Almost 90% of responses expressed interest in receiving mentorship and gaining access to
counselling.

Strategic planning and stakeholder management skills were top priority for respondents by a large
margin.

A large majority of respondents agreed that technology can be helpful in bringing efficiency in
leadership roles

Key leadership skills that respondents would like to acquire or enhance are:

— Visionary - thinking outside the box 62.50%

—» Strong communication 46.88%

—  Being perceptive of people & adapting their management style accordingly 37.50%

Over 70% of respondents believe they are able to assess risks of their business.

Over 60% of respondents claim that they are facing professional challenges which stand in
the way of achieving long term targets.

Over 50% of respondents are interested in building a stronger, more strategic and active
board of directors

Majority of respondents stated the “ability to innovate and think creatively” as a quality they admire in
global leaders

Large number of respondents are willing to invest $200/ hour on a quarterly basis for one-on-one time
with their dream mentor

The results for this survey were compiled by Suroor Zahra Ansatri.
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Creating Corporate
Governance Ecosystems

o (2] © (4]

Corporate Stakeholders Governement Auditors Public Policy
Governance  The Company  Stock Exchange Legal Research
The Board Securities Consultants ~ Governance
& Exchange Influencers Ratings

Central Bank

We want to enhance long term value creation and performance for all the
participants in the corporate governance ecosystem.

With the Securities and Exchange Commission of Pakistan’s approval of the Growth
Enterprise Market (GEM) Listing Regulations enabling SMEs, green field projects,
not for profits, and other companies to raise capital through capital markets
conveniently, PICG is working strategically to create future governance
ecosystems for family business, small and medium sized business, and startups in
Pakistan through customized solutions offering:

e good governance toolkits
® advisory services
® research
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PICG’s Service
Offerings

Memberships

Advisory and Trainings and
Consultancy Workshops
® Advisory update B Corporate Governance Leadership
m Corporate governance framework Skills (Director Training Program)
m Corporate governance assessments B Director Orientation Workshops
m Family business advisory B Company Secretary Development
® Terms of reference for board committees Program
B |nternal audit charter B Sexual Harassment Training
B CSR assessment B Anti Money Laudering Training

ESG - Road to Sustainablity Training
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Research and
Publications

B Quarterly newsletter: The Quorum
B Survey on board compensation,

practices and remuneration

® Bespoke research for companies
¥ Board Oversight during COVID-19

Director
Placement
Services

Board
Performance
Evaluation

Independent evaluations
of boards, board members
and board committees
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PICG’S New Trainings

1) Anti-Money Laundering & Countering Financing
of Terrorism (AML/CFT)Series Workshops Not for
Profits (NPOs) & Oversight & General
Compliance for all Companies

A number of amendments have been made to the Anti- Money Laundering and Countering Financing of
Terrorism (AML/CFT) laws in Pakistan over the past few years in order to ensure compliance with the
recommendations of the Financial Action Task Force (FATF).

As a result, Board members & Executives, have had to be more conscious and remain up to date on the
changes taking place to ensure oversight & implementation of policies, procedures and controls for the
prevention of Money Laundering and Terrorism Financing (ML/TF), are effectively taking place to avoid
any risks in this regard. Constant update and timely submission of accurate data/ returns as required
under applicable laws to avoid any penal provisions becoming applicable as a result of non-compliance.

PICG, therefore, introduced these workshops to help increase awareness amongst Board members &
Executives of companies with regard to their AML oversight roles and liabilities to enable them to
effectively implement the statutory requirements within their respective organizations, ultimately
benefitting such organizations by lowering risk and avoiding any related punitive liability.

2) ESG 101- ENVIRONMENTAL, SOCIAL &
GOVERNANCE

Discover why ESG is increasingly becoming a

critical topic of discussion in board rooms.

Environmental, Social, and Governance (ESG) has gained increasing attention over the past few years,
with many institutional investors investing only in those companies that provide ESG performance
reporting. In fact, the reporting of ESG factors has become relevant to all stakeholders, including
analysts and investors, consumers and employees, civil society and regulators.

The rising influence of ESG factors in corporate decision making is why board members must
understand how they affect their risk oversight roles. Therefore, PICG introduced a workshop that aimed
to introduce ESG and provide insights into how it is in fact good for business. Why and how companies
should act as stewards of nature, manage stakeholder relationships and act ethically whilst improving
their bottom lines and overall long term sustainability.
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3) Addressing Sexual Harassment in the
Workplace

How to develop frameworks to ensure
a conductive work environment

In recent times, corporates have displayed progress in the development of polices on various aspects of
human capital management; however, workplace harassment remains a sensitive area which is not
being formally addressed by many corporates as part of effective workplace management. Sexual
harassment, abuse and discrimination of women in workplaces, are quite widespread, mostly
unreported and many a times ignored by Senior Management. Consequently, recognizing this fact, the
Securities and Exchange Commission of Pakistan (SECP) recently advised Boards of listed companies
to oversee the implementation of gender diversity policies to attract and retain talented women, and also
introduce measures for a conducive work environment including robust anti- harassment and speak-up
policies. Further, Boards have been directed to form diverse committees overseeing the complaints

pertaining to harassment etc.

PICG therefore joined hands with Aahung to introduce a workshop to create awareness and improve
understanding amongst corporate Board members and Executives on the elements that constitute
workplace harassment, the legal framework that exists in Pakistan in this regard, preventative measures
that need to be taken and the role of the Board, Board Committees and Executives in the establishment
of the required policies and procedures in this regard. Aahung is a non-profit organization that works to
improve and advocate an enabling environment where every individual's sexual health and rights are
respected, protected, and fulfilled. Aahung values respect, diversity, and equality for all people and

takes a rights-based approach towards sexual health and well-being.
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Successful Online Transition
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Internship Program FY21

PICG introduced its internship program for FY21 which aimed at targeting the youth to develop a greater
interest in corporate governance by providing them with a deeper understanding of the rules and laws by
which businesses are operated.

The purpose of the program was twofold, one, to aid the next generation with the tools required to
succeed in their professional journey and two, for PICG to get new and fresh ideas, which would be
beneficial for the company. During the course of the year PICG on-boarded a number of interns.
Comments on the experience are as follows:

N\

‘ ‘ “My time at PICG has been an incredible journey of learning and development.
Throughout this journey, not only was | able to hone my research skills, but also
develop insights into the pertinent challenges confronted by the corporate
world. The three pillars of PICG’s vision - Environmental, Social and
Governance - provided me a fresh perspective to view corporations not just as
profit-maximizing entities, but also as organizations with big social and
environmental impacts. As a student of public policy and development, my
experience at PICG also helped me in understanding the importance of
effective corporate governance for a better tomorrow.”

BSc. Social Development and Policy, Habib University

- Muhammad Ashar Khan, J , ,

N
“ For a person who had no idea what
corporate governance entails, my time
) working at PICG enlightened me with
multifarious concepts and learnings of
how the sector operates. From
acquainting myself to the corporate
terminology and the CG code to
actually analysing annual reports of
the companies, | found growth in the
process, both professionally and
personally. PICG has a strong vision to
bring about sustainable corporate
governance practices in companies all
across and it is of extreme

significance for the remaining ,,
. , , institutions to follow course.
- Sabrina Eman Sadat,

Law Student, King's College J - Imaara Zulfigar Ali,

“ “‘My time at PICG allowed me to learn
more about the evolving ESG sector in
Pakistan, a sector that deserves greater
attention. The work carried out by PICG
is spearheading the movement towards
improved  social  responsibility in
Pakistan's private sector through their
internal and external initiatives. My role
at PICG helped me better understand
the structure of Pakistan's private sector
greatly.”

London Head Researcher
at Runway Radio,
Habib University
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Management Consultants

‘ ‘“PICG has immense potential to

improve the corporate
governance landscape. | have
seen the team’s drive to
introduce the much needed
corporate governance offerings
along with taking up the mantle
of Environmental, Social, and
Governance (ESG)
mainstreaming in Pakistan. |
believe that PICG’s contribution
to incentivizing better business
practices in state and private
institutions will be unparalleled

J

N\

‘ ‘ “| worked at PICG for 6 months and cherish my
time as a great learning lesson in my
professional development. I gained
knowledge about the public sector, financial
regulations, and learnt that the team's
relationship matter a lot. One should always
make an effort to motivate, work together and
be accountable to each other, to help each
other progress and make the business excel,
especially in small teams. Further, strategic
planning with an execution plan is critical to
personal and institutional success”

- Suroor Zahrah Ansari,
Content Specialist

in the years to come.” .
at the Dean's Office, , ,
Medical College,
- Shahzeb Irshad, AKU, Pakistan
ESG Consultant J . ’

Working at PICG was a breath of fresh air for me. | didn’t expect to find a
place where I'd be working with people with whom | shared similar values,
especially the importance of meaningful work - work that is rooted in a desire
to facilitate positive change in society.

My experience helped me grow, and expand my perspective considerably.
Specifically, my work on ESG really struck a chord and highlighted the importance
of environmental protection in every realm of society. Today, I'm carrying this
knowledge and recognition with me as | pursue a Masters in International Security,
opting for courses on climate protection, environmental policy and the nexus
between climate change and conflict.

The Hertie School of Governance, Berlin

- Layla Hameedi, Masters Student, J , ,

PICG also finalized its Management Trainee (MT) program for FY22 catering to fresh graduates
who are keen on working within the realm of good governance and ESG. This program started in
August 2021.
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ENVIRONMENT, SOCIAL &
GOVERNANCE (ESG)
SURVEY REPORT

\

The rise of the COVID-19 pandemic has instilled a sense of urgency in people today. Businesses find
themselves responding to shifting global priorities, realising that they must operate with a long-term
sustainable vision and must be mindful of new and emerging risks.
PICG is committed to using its platform to mainstream ESG awareness in Pakistan's corporate sector.
Therefore, this introductory ESG Survey was designed as an online questionnaire and was sent to
Executives of companies in Pakistan to gain an insight into awareness levels of ESG in Pakistan; the
importance placed on non-financial reporting and disclosure; compliance with voluntary guidelines
and standards; and the need for ESG capacity building in corporates.

- J

Respondent Information: soll

Proprietorships .
* 124 out of 144 responses were accepted 4.8% Partnerships
\ / 3.2%

* Majority of the respondents work in public listed companies P"""‘;;;fy’:‘“\ez‘

* 70.96% respondents were Board Members and/or Senior
Management

* Qver 60% had at least 1/3“ independent directors on their
Boards

* Majority of the respondents had Audit Committees + o~
HR & Remuneration Committees Public Listed

58.1%

Key Findings:

9 O /O of the respondents claimed to be familair with the term ESG

* 109 respondents reported an awareness of the ESG framework

* When asked to explain the value of ESG, most responses were vague and did not directly
address the question

respondents stated an understanding of the value of ESG integration

Under half of the respondents claimed that ESG is understood and well communicated at the workplace
however, there was lack of surety about the extent of ESG understanding and communication within
companies;

* Only a few were able to clearly state the business benefits of ESG
* Responses regarding the environmental and social factors that drive decision making at companies

were vague, with the mention of environmental considerations, GHG emissions,electricity usage and
global climate change goals
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respondents reported that their companies did have ESG guidelines
4 6 2 8 % or policies in place, however, the comments indicated that they may
n not have been formally put into practice

ESG REPORTING & DISCLOSURE

I don’t know

Yes

Majority of the responses indicate that:

¢ Non-financial reporting is included within annual reports,
as opposed to a stand-alone report

¢ Only 39 respondents stated that their companies issue

non-financial reports in addition to their annual financial report

Did the company issue ESG/
sustainability performance reports

RISK MANAGEMENT & COMPLIANCE

60%
O of respondents reported that their

O companies had not identified

n financial risks or opportunities due to

climate change

40%

20%

Over 50% respondents claimed that their company had a formal

0% approach or policy to inclusion and diversity

I don’t know

ESG Factors Being Practiced at Companies
¢ Reduction of carbon emissions and the usage of energy.
* Implementation of gender equality and gender diversity.

* Protecting health and safety of employees.

4 A
CONCLUSION

Institutional awareness of ESG presumably does not run as deep as is needed in order to alter
company practices and recognise any tangible benefits. By expanding our scope of good
governance, PICG recognizes that there are numerous intangibles which must be considered in
promoting true good governance.

(. J

Mr. Shahzeb Irshad and Ms. Layla Hameedi contributed to the development of the questionnaire and compilation of the results of the
survey, respectively.
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GENDER & DIVERSITY RATIO
PICG's Board & Employees Ratio 2021

Board of Directors

PICG Employees

ARARR S

o o o o

ﬂ\ 'R ﬂ\ ﬂ Board Audit Committee

S S S & & Board Research Advocacy
ﬂ\ )R IR @ * & Strategy Committee

Board Investment Resource

°
* Mobilisation & Business
Development Committee
°

Board Human Resource &
Remuneration Committee

- Board Nomination
'R ﬂ\“ “ Committee

40%
of Chairpersons on
committees are
female
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Interview with
Tarig Alexandre Qaiser

1. In his COP26 address the Prime Minister has pledged
Pakistan’s full commitment to play its due role in
addressing global environmental challenges including

climate change. According to climate activists, natural
climate solutions such as mangrove preservation do not
even receive adequate spending. Doesn’t Bundal Islands
come under the “Protected Areas Initiative” of the PM’s
climate change agenda. Your thoughts?

All forests of the Indus Delta come under ‘Protected Forests’. However, the reality
of protection on the ground is very different from the legal status. Laws are in
place, but their implementation is virtually nonexistent, and extremely
complicated, especially for the forest department to enforce. This is especially
true on those that lie in the vicinity of the Korangi creek.

Pakistan and Pakistanis are doing wonderful work in replanting mangroves in the
denuded areas of the Delta. It is important work and is being done well. However,
the substantial areas that are being replanted and that come in the ambit of
‘statistics’ are the areas that have small and low level mangrove cover, the height
of a few feet. Due to a lack of sweet / brackish water the growth there is slow, and
many plants die before reaching maturity.

On the other hand the mangroves that exist on the islands in the vicinity of Port
Qaism Authority, Khiprianwala, Bundal Island, have grown to over 35 to 40 feet
height. Many dense patches still remain. These are under immediate threat. The
reasons are:

--  Cutting by the locals, to heat and cook. Alternate fuel has not been provided
to them

--  The sale of mangrove wood in the wider areas of Karachi for residential
consumption

--  The sale of mangrove wood for the use of small scale industries

-- The production of charcoal for barbeque

--  The clearing of mangrove cover for development
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2. Environmentalists like yourself are up against real estate speculators who think

they must have a foothold on Bundal. Is the project worth the thousands of local
jobs and much--needed tax revenue its protagonists claim to generate?

Karachi has plenty of land around it for progress, growth, and new cities.

These Islands are still wildernesses, full of biodiversity. They also lie upwind of
the dense industrial/ residential areas of Korangi and Landhi. The mature
Mangrove cover provides much needed oxygen to those areas and a substantial
part of our city. Karachi will need these ecosystems here to survive the coming
times.

And then there is climate change. Sea levels will get higher, sea surges will
increase, and the threat of a tsunami in Karachi is very real. The delta, the
islands, their sandbanks, their mangrove forests, and their mud banks all are
evolved to exist between land and sea. They all protect Karachi. Our cities, and
our human lives need to be constructed on dry land that will not suffer from sea
incursion. These islands are intertidal; they flood with seawater twice a day,
some days up to 13 feet.

The composition of the subsoil here is deposited loose silt. The coast and
perimeter of the islands move and change every year. These are truly shifting
sands. Even though modern engineering makes construction here possible, the
capital cost of undertaking these developments is incredible. The cost of

Photo accredited to The Dawood Foundation

maintaining these built environments is even more mind-boggling. The Economy
of Pakistan needs the funds for more pertinent development. Those mainland
projects will also create economic growth.
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As an architect my opinion is very clear. Cities should NOT be built on these
islands. It will be a misallocation of recourses, and will result in even greater
social and economic inequities.

. The Mangroves Working Group launched by the Fiends of Ocean Action has
global giants like AstraZeneca, Ericsson and Salesforce as its members working
to conserve and restore mangrove forests by building a “blue” carbon market.

Can something like this be possible in Pakistan with PICG’s thought leadership?
What is your message to PICG’s corporate membership to drive the mangrove
conservation and restoration agenda?

Any effort to preserve, regrow, and re-wild denuded lands needs to be
encouraged. It is the only way that we can survive the very stressful times that
have already started. It's incumbent on all of us to become a part of this, so of
course PICG’s place is important. Thought leadership needs to be present and
of quality, but the action on the ground needs to be equally intense and of an
even higher quality. We need to create a plan, and need to ensure that our
thoughts don’t remain as conversations or reports. They need to translate as
impact on the ground as conservation, re-plantation, and re-wilding.

. Are you seeing more promise in the younger generations of Pakistan — the
Millenials and the Gen Zs — to ask the inconvenient questions, and take action
against environmental degradation that directly threatens them?

| most certainly am. | also pray that they have the persistence and perseverance
to continue for the long hall. All of us need the consciousness and strength to see
our human cultures through this new era of the Anthropocene.
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Our Business Model

PICG is creating a governance ecosystem - that includes environmental and social sustainability as
measures of business success - by building a set of strategic relationships with synergistic partners who
help us deliver value for end-users or customers throughout the corporate governance value chain -
from publicly listed and unlisted companies to small and medium sized enterprises and family-owned
businesses, not for profits, and startups. Our strategic partners complement us in different ways
whether it be by directly buying our products and services, or by helping us access a larger target
market to provide a combination of value-added products and services. These partnerships come
together to create what we call a ‘governance ecosystem’.

Governance

Our internal company policies define employees’ conduct in the workplace and their rights and duties
guaranteed by the Institute. PICG believes that appropriate policies are necessary to build a strong
corporate culture and to give employees an overall direction of their performance and success in the
organization.

Our Code of Conduct is equally applicable to the Board of Directors as well as to all employees of the
Institute. The code is intended to establish a common and uniform procedure for implementation of rules
and regulations, provide guidance in dealing with ethical issues, establish a mechanism for reporting
unethical conduct, and help foster a culture of honesty and accountability.

To foster an environment free from discrimination, harassment, retaliation, and other forms of sexual
misconduct, PICG has developed and implemented an Anti Harassment & Anti Discrimination Policy
which forms the basis of protection against discrimination or harassment in the workplace and to
maintaining a safe, productive, diverse, inclusive, professional, collegial and secure work environment
in which all individuals are treated with respect and dignity.

This policy extends not only to PICG employees as they interact with each other but also to persons
acting on behalf of PICG, and to third parties, outside organizations, and individuals that interact with
PICG employees.

Our Whistleblowing Policy facilitates a confidential method to communicate any unethical activity that
may take place or is suspected to take place within the Institute. The purpose of this Policy is to create
a channel whereby employees may confidentially report any immoral, unethical, or fraudulent act or
breach of the Institute’s Code of Conduct without any fear. A dedicated email portal
(PICGspeakup@picg.org.pk ) has been set up to report unethical practices and grievances and is
available on PICG's website.

The Board has approved a Policy for Delegation of Authority to establish a framework for delegating
authority within PICG in a manner that facilitates efficiency and effectiveness and increases the
accountability of staff. It is the principal policy under which the Chief Executive Officer delegates part of
his authority to the management to fulfill its responsibilities. In exercising this authority, employees must
realize they are representing the Institute, are responsible for their actions, and are accountable for their
decisions.
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Risk Opportunities

Achievement of the Institute’s strategy is considered in the context of the most relevant business and
financial risks and opportunities in relation to delivering the strategy to ensure that risks are mitigated
and both long and short term objectives are achieved and opportunities are fully maximised.

Mitigation

Regulatory approvals - Remain in continuous dialogue with apex regulators through coherent
communications strategy

Market demand - Strengthen marketing team for increased outreach and number of trainings
- Remain nimble and responsive to unmet training needs of SMEs and FOBs

- Prepare a comprehensive market entry plan to offer customized programs

to the C-suite -1 as they are instrumental in creating new leads to the

C-suite and building enterprise awareness.

- Thoroughly leverage the scope for knowledge partnerships and institutional
alliances

Human Resource - Tol and identifying, grooming and inducting new faculty

- Hire experienced Head of Training & HR; AMs to support HODs; tech compe-
tence; extra resource for growth and succession

- Create attractive incentive plan and better work-life balance

Mitigation

Sales & Marketing - Scheduling programs, setting correct price points, and targeting right
audiences

- Develop a go-to-market system that builds on accurate, regular customer
feedback that in turn buys client advocacy and loyalty

Sales & Marketing - Creating Lifelong Learning for Board and C-suite
- Widening the scope for local and global knowledge partnerships

- Continued induction of new and qualified faculty including international
governance specialists
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INDEPENDENT AUDITOR'S REPORT

To the members of Pakistan Institute of Corporate Governance
Report on the Audit of the Financial Statements

EY

Building a better
working world

Opinion

We have audited the annexed financial statements of Pakistan Institute of Corporate
Governance ('the Institute"), which comprise the statement of financial position as at 30
June 2021, the income and expenditure statement, the statement of cash flows and the
statement of changes in fund balance for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies and other explanatory
information, and we state that we have obtained all the information and explanations
which, to the best of our knowledge and belief, were necessary for the purposes of the
audit.

In our opinion and to the best of our information and according to the explanations given
to us, the statement of financial position, the income or expenditure statement, the
statement of cash flows and the statement of changes in fund balance together with the
notes forming part thereof conform with the accounting and reporting standards as
applicable in Pakistan and give the information required by the Companies Act, 2017 (XIX
of 2017), in the manner so required and respectively give a true and fair view of the state
of the Institute's affairs as at 30 June 2021 and of the profit or loss and other
comprehensive income, or the surplus, the changes in accumulated fund and its cash
flows for the year then ended.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as
applicable in Pakistan. Our responsibilities under those standards are further described in
the Auditor's Responsibilities for the Audit of the Financial Statements section of our
report. We are independent of the Institute in accordance with the International Ethics
Standards Board for Accountants' Code of Ethics for Professional Accountants as
adopted by the Institute of Chartered Accountants of Pakistan (the Code) and we have
fulfilled our other ethical responsibilities in accordance with the Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.
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Responsibilities of Management and Board of Directors
for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with the accounting and reporting standards as applicable in
Pakistan and the requirements of Companies Act, 2017(XIX of 2017) and for such internal
control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the
Institute's ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless management
either intends to liquidate the Institute or to cease operations, or has no realistic alternative
but to do so.

Board of directors are responsible for overseeing the Institute's financial reporting
process.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue
an auditor's report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with ISAs as
applicable in Pakistan will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or
in the aggregate, they could reasonably be expected to influence the economic decisions
of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise
professional judgment and maintain professional skepticism throughout the audit.
We also:

e |dentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive
to those risks, and obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to
design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the institute's
internal control.
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Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made by
management.

Conclude on the appropriateness of management's use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a
material uncertainty exists related to events or conditions that may cast
significant doubt on the Institute's ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in
our auditor's report to the related disclosures in the financial statements or, if
such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor's report.
However, future events or conditions may cause the Institute to cease to continue
as a going concern.

Evaluate the overall presentation, structure and content of the financial
statements, including the disclosures, and whether the financial statements
represent the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with the board of directors regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

We also provide the board of directors with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

Report on Other Legal and Regulatory Requirements

Based on our audit, we further report that in our opinion:
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a)

b)

proper books of account have been kept by the institute as required by the
Companies Act, 2017 (XIX of 2017);

the statement of financial position, the income and expenditure statement, the
statement of cash flows and the statement of changes in fund balance together
with the notes thereon have been drawn up in conformity with the Companies
Act, 2017 (XIX of 2017) and are in agreement with the books of account and
returns;




investments made, expenditure incurred and guarantees extended during the
year were for the prupose of the institute’s business; and

d) no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980

(XVIII of 1980).

The engagement partner on the audit resulting in this independent auditor’'s report is
Shaikh Ahmed Salman.

& B0

Chartered Accountants
Date: October 5, 2021

Place: Karachi
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Statement of Financial Position

As at June 30, 2021

ASSETS
Non-current assets
Property and equipment
Right of use asset
Financial assets at amortised cost - Long-term
Security deposits

Current assets
Receivables
Short-term prepayments and advances
Financial assets at amortised cost - Short-term
Tax refunds due from Government
Cash and bank balances

Total assets

FUND BALANCE & LIABILITIES

Fund balance
Accumulated fund

Non-current liabilities
Lease liability

Current liabilities
Fees in advance
Current portion of lease liability
Other payables
Accrued expenses

CONTINGENCIES AND COMMITMENTS

Total Fund Balance and Liabilities

Note

o O b~ W

O 00 N

—4
— O

12

13
12

14

2021 2020
Rupees Rupees
2,157,708 5,227,461

12,380,208 17,292,440
74,033,230 14,581,240
1,540,470 1,540,470
90,111,616 38,641,611
7,570,582 5,113,121
326,047 287,505
57,727,325 66,735,057
5,255,554 12,246,937
3,572,211 10,699,626
74,451,719 95,082,246
164,563,335 133,723,857
130,628,438 105,606,404
7,602,401 10,200,712
11,661,899 9,721,397
5,475,914 5,819,798
2,371,761 1,568,590
6,822,922 806,956
26,332,496 17,916,741
164,563,335 133,723,857

"The annexed notes from 1 to 26 form an integral part of these financial statements."

SN

Chief Financial Officer
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Income and Expenditure Statement

For the Year Ended June 30, 2021

INCOME
Revenue from services
EXPENDITURE

Salaries, allowances and benefits
Professional service fee
Depreciation on property and equipment
Depreciation on right of use asset
Travelling and conveyance

Utilities

Printing and stationery

Insurance

Repair and maintenance

Provision for expected credit losses
Conference cost

Other expenditure

Operating surplus / (deficit)
Other income

Finance cost

Surplus for the year

Other comprehensive income

Total comprehensive income

Note

15

16

17

18

2021 2020
Rupees Ru pees
81,405,475 52,604,385
37,217,406 | | 27,142,502
15,760,293 | | 11,818,000

543,754 | | 1,135,821
4,912,232 | | 4,323,110
538,986 953,641
1,360,026 | | 1,049,605
434,533 || 1,038,848
155,610 229,313
987,208 | | 1,033,866
1,390,434 952,625
- 974,725
1,445310| | 2,667,390
64,745,792 53,319,446
16,659,683 (715,061)
10,502,397 11,043,470
(2,140,046)  (2,246,250)
25,022,034 8,082,160
25,022,034 8,082,160

"The annexed notes from 1 to 26 form an integral part of these financial statements."

SN

Chief Financial Officer

Chief Executlve

) Gt

D|rector\
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Statement of Changes In Fund Balance
For the Year Ended June 30, 2021

Balance as at July 01, 2019

Total comprehensive income for the year ended June 30, 2020
Balance at June 30, 2020

Total comprehensive income for the year ended June 30, 2021

Balance at June 30, 2021

"The annexed notes from 1 to 26 form an integral part of these financial statements."

"Accumulated
Fund
Rupees"

97,524,244

8,082,160

105,606,404

25,022,034

130,628,438

s Ay Gep

Chief Financial Officer Chief Executlve
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Statement of Cash Flows

For the Year Ended June 30, 2021
Note

CASH FLOWS FROM OPERATING ACTIVITIES
Surplus for the year
Adjustment for:
Return on bank balances and investments
Depreciation
Depreciation on lease
Interest cost on lease
Gain on disposal of fixed asset
Expected credit loss
Surplus before working capital changes

Decrease / (increase) in current assets:
Receivables
Short term prepayments and advances

(Decrease) / Increase in current liabilities:
Fees in advance
Accrued expenses
Other payables

Cash generated from operating operations
Withholding tax paid
Net cash generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment
Proceeds from maturity of short-term investments
Purchase of PIB's
Proceeds from disposal of operating fixed asset
Return on bank balances and investments received
Net cash (used in) / generated from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Payment against lease liabilities
Net cash used in financing activities
Net (decrease) / increase in cash and cash equivalents

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year 19

"The annexed notes from 1 to 26 form an integral part of these financial statements."

SN

Chief Financial Officer

M

. .

Chief Executive
i

2021 2020
Rupees Rupees
25,022,034 8,082,160

(10,502,396)  (11,070,009)
543,754 1,135,821
4,912,232 4,323,110
2,140,046 2,240,559
(424,116) 26,539
1,390,434 952,625
23,081,988 5,690,805
(3,847,895) 5,410,572
(38,542) 1,115,424
(3,886,437) 6,525,996
1,940,502 3,871,064
6,015,966 (5,214,788
803,171 (617,755
8,759,639 (1,961,479)
27,955,190 10,255,322
6,991,386 (1,001,978)
34,946,576 9,253,344
(449,885) (4,123,232
7,946,943 8,733,334
(67,380,389) (5,922,003
3,400,000 29,900
10,483,849 10,916,819
(45,999,482) 9,634,818
(5,082,241) (7,835,598)
(5,082,241) (7,835,598)
(16,135,147) 11,052,564
77,434,683 66,382,119
61,299,536 77,434,683

(e

Direc:tor\
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Notes to and Forming Part of the

Financial Statements
For the Year Ended June 30, 2021

1.

95

THE INSTITUTE AND ITS OPERATIONS

1.1

1.2

1.3

Pakistan Institute of Corporate Governance (the Institute) was incorporated in Pakistan as a
Company Limited by Guarantee without share capital on December 01, 2004 under Section 42
of the repealed Companies Ordinance, 1984 (now section 42 of the Companies Act, 2017). Its
members include 97 (June 30, 2020: 94) corporates, 41 (June 30, 2020: 27) individual and the
following founding members:

- Securities & Exchange Commission of Pakistan

- The State Bank of Pakistan

- The Pakistan Stock Exchange Limited

- Institute of Business Administration

- Lahore University of Management Sciences

- Institute of Chartered Accountants of Pakistan

- Institute of Corporate Secretaries of Pakistan

- Institute of Cost and Management Accountants of Pakistan
- Overseas Investors Chamber of Commerce and Industry

- Federation of Pakistan Chambers of Commerce and Industry
- Insurance Association of Pakistan

- Mutual Funds Association of Pakistan

- Pakistan Banks' Association

The main objective of the Institute is to promote awareness of corporate governance and
encourage compliance with good corporate governance practices by corporate bodies and
professionals. In this regard, the Institute also conducts Directors' Training Program based on a
standard curricula for which the Institute has arrangements with foreign organisations.

The registered office of the Institute is situated at Office Suite 316, “The Forum”, Clifton, Karachi,
Pakistan.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied to all the years presented, unless otherwise
stated.

2.1

BASIS OF PREPARATION

2.1.1 Statement of compliance

These financial statements have been prepared in accordance with the accounting and
reporting standards as applicable in Pakistan. The accounting and reporting standards as
applicable in Pakistan for financial reporting comprise of:




- International Financial Reporting Standards (IFRS Standards) issued by the International
Accounting Standards Board (IASB) as notified under the Companies Act, 2017; and

- Provisions of and directives issued under the Companies Act, 2017.

Where the provisions of and directives issued under the Companies Act, 2017 differ from the IFRS
standards, the provisions of and directives issued under the Companies Act, 2017 have been
followed.

2.1.2 These financial statements have been prepared under the historical cost convention except as
otherwise disclosed in the respective accounting policies notes

2.1.3 These financial statements are presented in Pak Rupees which is the Company's functional and
presentation currency.

2.1.4 New / Revised Standards, Interpretations and Amendments

There are certain new and amended standards, issued by International Accounting Standards Board
(IASB), interpretations and amendments that are mandatory for the Institute's accounting periods
beginning on or after July 01, 2020 but are considered not to be relevant or do not have any significant
effect on the Institute's operations and therefore not detailed in these financial statements.

2.1.5 Standards, Amendments and Interpretations to approved accounting standards that are not yet
effective

The following standards, amendments and interpretations with respect to the approved accounting
standards as applicable in Pakistan would be effective from the dates mentioned below against the
respective standard or interpretation:

Effective date (annual
periods beginning
Standard or Interpretation on or after)

Property, Plant and Equipment: Proceeds before Intended Use — January 01, 2022
Amendments to IAS 16

Onerous Contracts — Costs of Fulfilling a Contract January 01, 2022
— Amendments to IAS 37

Classification of liabilities as current or non-current January 01, 2023
- Amendment to IAS 1

Sale or Contribution of Assets between an Not yet finalized
Investor and its Associate
or Joint Venture - Amendment to IFRS 10 and |AS 28

Definition of Accounting Estimates - Amendments to IAS 8 January 01, 2023

Disclosure of Accounting Policies - Amendments
to IAS 1 and IFRS Practice Statement 2 January 01, 2023

Deferred Tax related to Assets and Liabilities arising from a
Single Transaction — Amendments to IAS 12 January 01, 2023
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The above standards and amendments are not expected to have any material impact on the Institute's
financial statements in the period of initial application.

Further, following new standards have been issued by IASB which are yet to be notified by the SECP
for the purpose of applicability in Pakistan.

IASB Effective date
(annual periods

Standards beginning on or after)
IFRS 1 - First-time Adoption of International Financial Reporting Standards July 01, 2009
IFRS 17 — Insurance Contracts January 01, 2023

The above standards and amendments are not expected to have any material impact on the Institute's
financial statements in the period of initial application.

Further, following new standards have been issued by IASB which are yet to be notified by the SECP
for the purpose of applicability in Pakistan.

2.2 Summary of new accounting policies

Set out below are the new accounting policies of the Institute upon adoption of IFRS 16, which
have been applied from the date of initial application:

Right-of-use assets

The Institute recognises right-of-use assets at the commencement date of the lease (i.e., the
date the underlying asset is available for use). Right-of-use assets are measured at cost, less
any accumulated depreciation and impairment losses, and adjusted for any remeasurement of
lease liabilities. The cost of right-of-use assets includes the amount of lease liabilities
recognised, initial direct costs incurred, and lease payments made at or before the
commencement date less any lease incentives received. Unless the Institute is reasonably
certain to obtain ownership of the leased asset at the end of the lease term, the recognized
right-of-use assets are depreciated using straight line method. Right-of-use assets are subject
to impairment.

Lease liabilities

At the commencement date of the lease, the Institute recognises lease liabilities measured at
the present value of lease payments to be made over the lease term. The lease payments
include fixed payments (including in-substance fixed payments) less any lease incentives
receivable, variable lease payments that depend on an index or a rate, and amounts expected
to be paid under residual value guarantees. The lease payments also include the exercise price
of a purchase option reasonably certain to be exercised by the Institute and payments of
penalties for terminating a lease, if the lease term reflects the Institute exercising the option to
terminate. The variable lease payments that do not depend on an index or a rate are recognised
as expense in the period on which the event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Institute uses the incremental borrowing
rate at the initial application date if the interest rate implicit in the lease is not readily




2.3

2.3.1

determinable. After the commencement date, the amount of lease liabilities is increased to
reflect the accretion of interest and reduced for the lease payments made. In addition, the
carrying amount of lease liabilities is remeasured if there is a modification, a change in the lease
term, a change in the in-substance fixed lease payments or a change in the assessment to
purchase the underlying asset.

Short-term leases and leases of low-value assets

The Institute applies the short-term lease recognition exemption to its short-term leases (i.e.,
those leases that have a lease term of 12 months or less from the commencement date and do
not contain a purchase option). It also applies the lease of low-value assets recognition
exemption to leases that are considered of low value. Lease payments on short-term leases
and leases of low-value assets are recognised as expense on a straight-line basis over the
lease term.

Significant judgement in determining the lease term of contracts with renewal options

The Institute determines the lease term as the non-cancellable term of the lease, together with
any periods covered by an option to extend the lease if it is reasonably certain to be exercised,
or any periods covered by an option to terminate the lease, if it is reasonably certain not to be
exercised.

Accounting policies
Property and equipment

Property and equipment are stated at cost less accumulated depreciation and any impairment
in value, if any. Depreciation on office equipment is charged using the straight-line method,
whereby the cost of an asset less estimated residual value, if not insignificant, is written off over
its estimated remaining useful life. Depreciation on furniture and fixtures and vehicles is
charged using the reducing balance method. The assets' residual values and useful lives are
reviewed, and adjusted if appropriate, at each statement of financial position date.

On all additions, depreciation is charged from the month in which addition / capitalisation
occurs. Similarly, no depreciation is charged in the month in which an asset is disposed of.

Maintenance and repairs are charged to expenditure as and when incurred. Major renewals
and improvements which increase the assets' remaining useful economic lives or the
performance beyond the current estimated levels are capaitalised and the assets so replaced,
if any, are retired.

Gain or losses on disposal of assets, if any, are recognised in the period in which they are
incurred.

The carrying value of property, plant and equipment are reviewed for impairment when events
or changes in circumstances indicate that the carrying value may not be recoverable. If such
indications exist and where the carrying values exceed the estimated recoverable amounts, the
assets are written down to the recoverable amount.
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2.3.2

233

234

235

235

Receivables from members

Receivables are stated at invoice value less provision for uncollectible amounts. Provision for
doubtful debts is based on management’s assessment of member’s credit worthiness. Bad
debts are written-off when there is no realistic prospect of recovery.

Cash and cash equivalents

Cash and cash equivalents are carried in the statement of financial position at cost. For the
purposes of the statement of cashflows, cash and cash equivalents comprise cash in hand,
balances with banks and short term financial assets with original maturities of three months or
less.

Trade and other payables

Trade and other payables are carried at fair value of the consideration to be paid for goods and
services. Exchange gains and losses arising in respect of liabilities in foreign currency are
added to the carrying amount of the respective liability.

Provisions

Provisions are recognised when the Institute has a present legal or constructive obligation as a
result of past events, it is probable that an outflow of resources will be required to settle the
obligation, and a reliable estimate of the amount can be made.

Financial Instruments - Initial recognition and subsequent measurement
Initial recognition

All financial assets and liabilities are initially measured at cost which is the fair value of the
consideration given or received. These are subsequently measured at fair value, amortised
cost or cost as the case may be.

Classification of financial assets

The Institute classifies its financial assets in the following categories:
- at fair value through profit or loss ("FVTPL");

- at fair value through other comprehensive income ("FVTOCI"); or
- at amortised cost."

The Institute determines the classification of financial assets at initial recognition. The
classification of instruments (other than equity instruments) is driven by the Institute's business
model for managing the financial assets and their contractual 'cash flow characteristics'.

Financial assets that meet the following conditions are subsequently measured at amortised
cost:

- thefinancial asset is held within a business model whose objective is to hold financial assets
in order to collect contractual cash flows; and




- the contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding

Financial assets that meet the following conditions are subsequently measured at FVTOCI:

- the financial asset is held within a business model whose objective is achieved by both
collecting contractual cash flows and selling the financial assets; and

- the contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding.

By default, all other financial assets are subsequently measured at FVTPL

Classification of financial liabilities

The Institute classifies its financial liabilities in the following categories:

- at fair value through profit or loss ("FVTPL"); or

- at amortised cost.

Financial liabilities are measured at amortised cost, unless they are required to be 'measured at

FVTPL (such as instruments held for trading or derivatives) or the Institute has opted to measure

them at FVTPL.

Subsequent measurement

i) Financial assets at FVTOCI
Elected investments in equity instruments at FVTOCI are initially recognised at fair value plus
transaction costs. Subsequently, they are measured at fair value, with gains or losses arising
from changes in fair value recognised in other comprehensive income / (loss).

i) Financial assets and liabilities at amortised cost
Financial assets and liabilities at amortised cost are initially recognised at fair value, and
subsequently carried at amortised cost, and in the case of financial assets, less any
impairment.

iii) Financial assets and liabilities at FVTPL
Financial assets and liabilities carried at FVTPL are initially recorded at fair value and
transaction costs are expensed in the income and expenditure statement. Realised and
unrealised gains and losses arising from changes in the fair value of the financial assets and
liabilities held at FVTPL are included in the income and expenditure statement in the period
in which they arise.

Impairment of financial asset

The Institute recognises loss allowance for Expected Credit Loss (ECL) on financial assets

measured at amortised cost and FVTOCI at an amount equal to lifetime ECLs except for the
financial assets in which there is no significant increase in credit risk since initial recognition or
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financial assets which are determined to have low credit risk at the reporting date, in which case
12 months' ECL is recorded. The following were either determined to be short term in nature or
to have low or there was no increase in credit risk since initial recognition as at the reporting
date.

- bank balances
- receivable from members
- other receivables

Loss allowance for receivable from members and other receivables are generally measured
using 12 months ECL, since the credit risk is considered to be low.

The Institute considers a financial asset in default when it is more than 90 days past due.

Life time ECLs are the ECLs that results from all possible default events over the expected life
of a financial instrument. 12 month ECLs are portion of ECL that result from default events that
are possible within 12 months after the reporting date.

ECLs are a probability weighted estimate of credit losses. Credit losses are measured at the
present value of all cash shortfalls (i.e. the difference between cash flows due to the entity in
accordance with the contract and cash flows that the Company expects to receive).

The gross carrying amount of a financial asset is written off when the Institute has no reasonable
expectation of recovering a financial asset in its entirety or a portion thereof.

Considering the nature of the financial assets, the Company has applied the standard’s
simplified approach and has calculated ECL based on life time ECL.

Derecognition
i) Financial assets

The Institute derecognises financial assets only when the contractual rights to cash flows
from the financial assets expire or when it transfers the financial assets and substantially all
the associated risks and rewards of ownership to another entity. On derecognition of a
financial asset measured at amortised cost, the difference between the asset's carrying
value and the sum of the consideration received and receivable is recognised as gain /
(loss). In addition, on derecognition of an investment in a debt instrument classified as at
FVTOCI, the cumulative gain or loss previously accumulated in the investments revaluation
reserve is reclassified to income and expenditure statement. In contrast, on derecognition of
an investment in equity instrument which the Institute has elected on initial recognition to
measure at FVTOCI, the cumulative gain or loss previously accumulated in the investments
revaluation reserve is not reclassified to income and expenditure statement, but is
transferred to statement of changes in fund balance.

ii) Financial liabilities

The Institute derecognises financial liabilities only when its obligations under the financial
liabilities are discharged, cancelled or expired. The difference between the carrying amount




2.3.6

2.3.7

2.3.8

2.3.9

of the financial liability derecognised and the consideration paid and payable, including any
non-cash assets transferred or liabilities assumed, is recognised in the income and
expenditure statement.

Off-setting of financial assets and liabilities

Financial assets and financial liabilities are offset and the net amount is reported in the
financial statements only when there is a legally enforceable right to set-off the recognised
amount and the Institute intends either to settle on a net basis or to realise the assets and
settle the liabilities simultaneously.

Foreign currency translation

Monetary assets and liabilities in foreign currencies are translated at the rates of exchange
prevailing at the statement of financial position date. Foreign currency transactions are
recorded using the rates of exchange prevailing at the date of transaction. Exchange gains
and losses on translation are included in the income and expenditure statement

Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to
the Institute and the revenue can be reliably measured. Revenue is recognised as follows:

Revenue from services

- Entrance fee from new members is recognised as revenue when no significant
uncertainty as to its collectability exists.

- Subscription fees is recognised on an accrual basis.

- Income from advisory is recognised upon rendering of services

- Income from courses is recognised upon rendering of services.

- Income from databank is recognised on receipt basis.

- Income from conferences is recognised on receipt basis.

- Other revenue is recognised on an accrual basis.

Returns on financial assets
Return on financial assets are recognised on an accrual basis using effective rate of interest.
Income Taxes

The Institute is exempt from Income Taxes under the Income Tax Ordinance, 2001 and
therefore has made no provision for income taxes in the financial statement.
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Statement of Financial Position
As at June 30, 2021
Note

4. RIGHT OF USE ASSETS
Cost:
At 01 July
At 30 June
Accumulated depreciation:
At 01 July
Charge for the year
At 30 June
Net carrying amounts as at 30 June

5. FINANCIAL ASSETS AT AMORTISED COST - LONG-TERM

Pakistan Investment Bonds 51

2021 2020
Rupees Rupees
21,615,550 21,615,550
17,292,440 21,615,550

4,323,110 -

4,912,232 4,323,110

9,235,342 4,323,110
12,380,208 17,292,440
74,033,230 14,581,240

5.1 These carry profit yield @ 7.00% - 9.00% per annum (June 30, 2020: 7.25% - 9.00% per
annum) payable at three / six month interval and are carried at amortised cost maturing on

September 19, 2022, June 19, 2023, August 20, 2023 and October 22, 2023.

5.2 These instruments are held by the Institute's banker on behalf of the Institute.

6. LONG TERM SECURITY DEPOSITS

These represent security deposits paid to The Forum in accordance with the Rental

agreements for office suites 315 and 316.

7. RECEIVABLES - UNSECURED

Receivable from members

Annual subscription

Director's Training Program

Fee from specialised workshops and others
Entrance fee

Other receivables

Less: Provision for expected credit losses

2021 2020

Ru pees Rupees
1,417,250 652,500
1,092,000 819,000
1,546,220 1,162,595

325,500 -

4,380,970 2,634,095
5,532,671 3,431,651
9,913,641 6,065,746

(2,343,059) (952,625)
7,570,582 5,113,121
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2021 2020
Note Rupees Rupees
The age analysis of receivable from members is as follows:
Not yet due (1 to 30 days) 1,484,375 285,600
Past due but not yet impaired
- 31to 60 days 134,400 -
- 611090 days 276,000 273,000
- 91to 120 days - 273,000
- older than 120 days 2,486,195 1,802,495
4,380,970 2,634,095
8. SHORT-TERM PREPAYMENTS AND ADVANCES
Prepaid insurance 17,843 45,734
Other prepayments 258,204 241,771
Advance against expenses 50,000 -
326,047 287,505
9. FINANCIAL ASSETS AT AMORTISED COST - SHORT-TERM
Pakistan Investment Bonds 8,435,517 -
Market treasury bills 9.1 49,291,808 66,735,057
57,727,325 66,735,057

9.1 These carry interest rate of 7.67% (June 30, 2020: 8.09% - 13.02%) per annum for T-Bills and

7.25% for PIB. These securities have an aggregate face value of Rs.58.6 million (June 30,
2019: Rs.70 million) and are carried at amortised cost maturing on September 09, 2021 and
July 12, 2021,

9.2 These instruments are held by the Institute's banker on behalf of the Institute.
10. TAX REFUNDS DUE FROM GOVERNMENT
Tax deducted at source 10.1 5,255,554 12,246,937
10.1 This represents refundable withholding tax deducted from payments made to the Institute.
The Institute is in the process of recovering the said balance from the authorities. In this
period, the Institute has recovered Rs. 8,823,892,
11. CASH AND BANK BALANCES
Cash in hand 40,000
Cash at bank : -
- saving account 11.1 3,532,211 66,735,057
3,572,211 66,735,057
11.1 Represents savings account with a commercial bank carrying profit of 5.5% per annum
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Note
12. LEASE LIABILITIES

At the beginning of the year
Borrowing cost

Payments

As at June 30, 2021

Non-current portion of lease liability
Current portion of lease liability
13. FEES IN ADVANCE
Annual Subscription Fee
Board evaluation fee

Advance fee for Directors' Training Program
Others

14. CONTINGENCIES AND COMMITMENTS

2021 2020
Rupees Rupees
16,020,510 21,615,550

2,140,046 2,240,558
(5,082,241) (7,835,598)
13,078,315 16,020,510

7,602,401 10,200,712

5,475,914 5,819,798
13,078,315 16,020,510

1,511,000 645,000

6,989,374 7,093,960

2,176,019 1,899,769

985,506 82,668
11,661,899 9,721,397

There were no contingencies and commitments outstanding as at June 30, 2021 and June

30, 2020.

15. REVENUE FROM SERVICES

Entrance fee from members

Annual subscription and application fee

Fee from Director's Training Program

Fee from specialized workshops

Advisory services for board evaluation (note 15.1) 15.1
Sale of publication

Conference fee

Gain on disposal of fixed assets\

2,430,000 780,000
16,805,000 8,952,496
44,967,235 29,854,832

5,892,423 7,456,947
10,861,701 3,599,480

25,000 244,000

= 1,716,630

424,116 -
81,405,475 52,604,385

15.1 This mainly includes fee against Board evaluations performed for various corporate entities.

16. PROFESSIONAL SERVICE FEE

Director's Training Program
Specialised workshops
Search for CEO

PCP certification
Professional fee for tax
Others

10,120,000 8,920,000
2,625,000 2,680,000
1,356,000 -

398,700 -
292,880 -
967,713 218,000
15,760,293 11,818,000
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2021 2020
Note Rupees Rupees
17. OTHER EXPENDITURE
Marketing and advertisement 262,473 116,700
Publication expenses 366,785 388,948
Resource development = -
Boarding and lodging - 818,846
Canteen supplies 89,894 759,229
Membership fees 286,274 224,262
Loss on disposal of fixed assets - 26,539
Others - (note 17.1) 439,884 359,405
1,445,310 2,693,929
18. OTHER INCOME
Return / interest on:
- Profit / loss saving account 823,672 2,658,991
- Market Treasury bills 5,760,531 6,483,536
- Pakistan Investment Bonds 3,918,194 1,927,482

10,502,397 11,070,009

19. CASH AND CASH EQUIVALENTS

Cash and bank balances 3,572,211 10,699,626
Short term investments 57,727,325 66,735,057
61,299,536 77,434,683

20. TRANSACTIONS WITH RELATED PARTIES
Relationship Nature of transaction

Key management employees Salaries and other
compensation employee benefits 20,996,184 13,697,357

20.1 Key management personnel includes Chief Executive Officer (Mr. Ahsan Jamil) and Chief
Financial Officer (Mr. Sajid Siddiqui).
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21.2

22.

109

Fair values of financial assets and liabilities

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction in the principal (or most advantageous) market at the measurement date under current
market conditions (i.e. an exit price) regardless of whether that price is directly observable or
estimated using another valuation technique.

As per the requirements of the IFRS 13, the Institute shall classify fair value measurements using a fair
value hierarchy that reflects the significance of the inputs used in making the measurements. The fair
value hierarchy has the following levels:

- Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1);

- Inputs other than quoted prices included within level 1 that are observable for the asset or liability,
either directly (i.e. as prices) or indirectly (i.e. derived from prices) (level 2); and

- Inputs for assets or liability that are not based on observable market data (i.e. unobservable
inputs) (level 3).

Currently, the Institute does not hold any assets which are either being carried or disclosed at fair
value.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
22.1 Market Risk
(i) Currency Risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates. As at June 30, 2020 the Institute
does not have any financial instrument that is denominated in foreign currency and as such
has no exposure to currency risk.

(ii) Interest rate risk

The interest rate risk is the risk that the fair value or the future cash flows of a financial
instrument will fluctuate because of changes in market interest. The Institute does not have
any short and long term borrowings from banks and is exposed to interest rate risk on its
short term investments and bank balances. At the balance sheet date, the interest rate risk
profile of the Institute's interest bearing financial instruments is:

2021 2020
Note Rupees Rupees
Profit bearing financial instruments
Bank balance - profit / loss savings account 3,532,211 10,659,626

3,532,211 10,659,626




Had the interest rate been higher / lower by 100 basis points with all the other variables held
constant, interest income on profit / loss savings account for the year would have been
higher / lower by Rs. 35,322 (2020: Rs. 106,596).

(iii) Other Price risk

Price risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market prices (other than those arising from interest rate
risk or currency risk), whether those changes are caused by factors specific to the
individual financial instrument or its issuer, or factors affecting all similar financial
instruments traded in the market. Currently the Institute does not face any risk as none of
the financial assets or liabilities face the risk of change in market price.

22.2 Creditrisk

Credit risk represents the risk of financial loss being caused if the counter parties fail to
discharge an obligation. The Institute's credit risk is primarily attributable to its receivable from
members. The credit risk on liquid funds is limited because the counter parties are banks with
reasonably high credit ratings. The maximum exposure to credit risk is equal to the carrying
amount of the financial assets excluding cash in hand balance of Rs. 40,000.

The Institute monitors the credit quality of its financial assets with reference to historical
performance of such assets and available external credit ratings. The carrying values of
financial assets which are neither past due nor impaired are as follows:

2021 2020
Note Rupees Rupees
Financial assets at amortised cost 131,760,555 81,316,297
Long-term security deposits 1,540,470 1,540,470
Receivable from members 7,570,582 5,113,121
Other receivables - -
Cash and bank balances 3,632,211 10,659,626

144,403,818 98,629,514

The credit quality of advances can be assessed with reference to their historical performance
with no major defaults in recent history. The credit quality of the Institute's bank balances can
be assessed with reference to external credit rating as follows:

Rating

Bank Rating agency Short term Long term
Faysal Bank Limited PACRA Al+ AA

22.3 Liquidity risk

Liquidity risk reflects the Institute's inability in raising funds to meet obligations associated with
financial liabilities.
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23.

24,

25.

26.

The Institute manages liquidity risk by maintaining sufficient cash and cash equivalents.
22.4 Capital Risk Management

The Institute's objectives when managing capital are to safeguard the Institute's ability to
continue as a going concern and to generate funds to meet the primary objective of the
Institute. The capital structure of the Institute consists of a general fund balance raised through
operating surplus and income on investments.

NUMBER OF EMPLOYEES
23.1 Number of employees at June 30

- Permanent
- Contractual

23.2 Average number of employees during the year

- Permanent
- Contractual

REMUNERATION OF CHIEF EXECUTIVE AND EXECUTIVES

The aggregate amounts charged in these financial statements for remuneration to the Chief Executive
and Executives of the Institute is as follows:

Chief Executive Executive
2021 2020 2021 2020

Managerial remuneration 15,338,734 10,712,957 12,355,884 13,017,867
Bonus 2,300,000 - 2,072,383 -
17,638,734 10,712,957 14,428,267 13,017,867

Number of Persons 1 2 6 6

GENERAL
25.1 Figures have been rounded off to the nearest rupee unless otherwise stated.

25.2 Certain prior year's figures have been reclassified for the purpose of comparission. However
there were no material reclassifications to report.

DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorised for issue by the Board of Directors of the Institute in their
meeting held on __September 4, 2021

s Ay Gep

Chief Ff'nancial Officer hief Executive Directlor\
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Notice of 17"
Annual General Meeting

Notice is hereby given that the 17" Annual General Meeting of the Members of Pakistan Institute of
Corporate Governance (“the Institute”) will be held on Tuesday, October 26, 2021 at 4:00 P.M. via Zoom
videoconferencing to transact the following business:

ORDINARY BUSINESS

1. To confirm the minutes of the 16" Annual General Meeting of the Institute held on October 27, 2020.

2. Toreceive, consider and adopt the Annual Audited Financial Statements of the Institute for the year
ended June 30, 2021 together with the Directors’ and Auditor’s Reports thereon.

3. To appoint AF Ferguson & Co. as Auditors of the Institute for the year ended June 30, 2022.

OTHER BUSINESS
4. Any other business with the permission of the Chair. By Order of the Board Karachi: October 5, 2021
Rana Mustansir Company Secretary

NOTES:
1. A member of the Company entitled to attend, speak and vote at this meeting may appoint another
member as her/his proxy to attend, speak and vote on her/his behalf.

2. In the case of corporate member, the Board of Directors’ resolution / power of attorney with
specimen signature of the nominee shall be produced (unless it has been produced earlier) at the
time of meeting.

3. Inorder to be effective, duly completed forms of proxy must be received at the Registered Office of
the Institute, or a scanned copy emailed at rana.mustansir@picg.org.pk not later than 48 hours
before the time appointed for the meeting.

4.  Members are requested to notify the Company Secretary of any changes in their addresses or email
addresses immediately at rana.mustansir@picg.org.pk

5. Members are requested to provide their name, email address, and CNIC number to enable the
Institute to send notices, Financial Statements etc. via email at the following email addresses:
rana.mustansir@picg.org.pk ; info@picg.org.pk

6. To Attend the Meeting Via Zoom Videoconference: Members may participate in the meeting via the
following Zoom meeting link.

Please note details of Scheduled PICG Videocon AGM as follows:

PICG is inviting you to a scheduled Zoom meeting.

Topic: 17" Annual General Meeting of Members of Pakistan Institute of Corporate Governance
Time: Oct 26, 2021 04:00 PM Islamabad, Karachi, Tashkent.

Join Zoom Meeting
https://us02web.zoom.us/j/851836730897pwd=bDVrdE55S|ZXS085b110dIczNERBdJZz09
Meeting ID: 851 8367 3089

Passcode: 351780

It may be noted that no person other than the member or proxy holder can attend
the meeting through the Zoom link.
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FORM OF PROXY

I a member of the Pakistan Institute of Corporate

Governance, do hereby appoint Ms. / Mr.

D/o. S/o. or in her / his absence,

Ms. / Mr. D/o. S/o. both as

member of the Institute to act as my proxy at the 17" Annual General Meeting of the

Institute to be held on the 27" day of October 2021 and at every adjournment thereof.

Dated this day of 2021.

Signed:

Pakistan Institute of Corporate Governance
Suite # 316, The Forum, Khayaban-e-Jami, Block-9, Clifton, Karachi-75600.
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