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AUDITORS’ REPORT TO THE BOARD OF DIRECTORS

1= accompanying Balance Sheet of AKHUWAT (the Organization) as at June 30, 2004
Statements of Income and Expenditures and Cash flow Statement é& Statement of changes

Tied T

car then ended and we state that we have obtained all the information and explanations,

—= bestof our knowledge and belief, were necessary for the purposes of our audit. 1t is the

of the Organization’s management to establish and maintain a system of internal control,

= present the above said statements in conformity with the approved accounting standards,
is 10 express an opinion on these financial statements based on our audit.

- our audit in accordance with the auditing standards as applicable in Pakistan. These
= that we plan and perform the audit to obtain reasonable assurance about whether the
enits are free of any material misstatement. An audit includes examining, on a test basis,

the amounts and disclosures in the financial statements. An audit alse includes

sapporting
unting policies and significant estimates made by management as well as evaluating the
of the above said statements, We believe that our audit provides a reasonable basis {1
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the fmancial statements give a true and fair view of the financial position of the
= at June 30, 2004 and of the results of its operations and its Cash Flow for the vear then

i

dance with International Accounting Standards.

Chartered Accountants
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AKHUWAT
BALANCE SHEET AS AT JUNE 30, 2004

Motes 2004 2003
Rupees Rupees
=EED CARTTAL EXPENDITURES
Coerating Fized Assets 3 31,255 =
=r oot les3 sccumuiated depreciation)
_Cmis TESM ASSETS
L=z T Micro Loans Portfolio 4 57,000 33.000
Long Term Advances 5 481,400 322000
538,400 355,000
=== ASSETS
Seor Term Macro Loans partfolio g 4,986,141 1,423,501
Sy Term AOVances 7 70,200 5,000
—=== = Banik Balances a 4 228 636 1,052 B61
9,285,677 2,481,262
TORAL ASSETS 9,855,332 2,836,362
SESENT LLARR ITIES
S == Sxmanzes and Other Payables {11.700) (8,000}
—ortecences & Commitments 9
WET ASSETS 9,843,632 2,830,362
SSESENED BY:
Camliz=tion Fund 10 9,B43.632 2,830,362
T smesss sz foom an ntegral pan of these accounts,
3 __.. _‘?
- - - Lb{_. .
Ssmcutiwe Director Secretary
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AKHUWAT
STATEMENT OF INCOME & EXPENDITURES
FOR THE YEAR ENDED JUNE 30, 2004

Notes 2004 2003
Rupees Rupees
MO
Sranms racognized as Income A 17,500 96,125
Me=—oarship Fee 12 421,800 103,530
O income 13 - 1,233
439,400 200,908
SEFEMINTURE
Senecsl a0 Administralion Expenses 14 531,314 166,778
Seogrzmme Azsisiance 15 < 44,083 44,009
Trzeong Zapenses- Staff and Community 16 = 12,514
S=—rma Worshop and Research Expenses 17 - 8,800
o= Loss Provision - 53,343
. 575,397 285 444
(135,997} (B4,536)
Seamcal Tharges s 1,850
Sursiesd Defoit) for the year transferred
= Capisalization Fund {135,997) {86,386)

e zmeessc not=s form 2n integral part of these accounts.




ARETWAT
* CASHFLOW STATEMENT

F0S THE YEAR ENDED JUNE 30, 2004

2004 2003
Rupees Rupees
CasE FLOW FROM OPERATING ACTIVITIES
Sm—iesd Do) before Taxation (135,997} (B6,388)
s siemnern for non-cash Charges |
Dezr=ciztion for the year 13,184 -
Fe=ancei charges - |.830
13,184 1,850
Smewmp So—iuai Deficit) before working capital changes (122.813) 84,336
ey Dlecrecse ot current assets
oo Term Micro Loans portfolio (3,362,640) (653,100
oyt Term Advances (63.500) (3,000
{3,628.340) {638,101)
== Dercrease) in current Liabilities
s o= Expenses and Other Payables 5,700 -
. W erias Capital Change {3.745,653) (742,637
S cpet i2fow | ourilow) from operating activities (3.743,633) {742,637
S 5= FLOW FROM INVESTING ACTIVITIES
* ==z Term Micro Loans Portfolio (24,0007 (7.000)
o=t capizal expenditures (44,439 -
Lomg Term Advances (13594400 (2170001
S cxet pprTiow ) from investing activities {227.839) (224,000
© o= FLOW FROM FINANCING ACTIVITIES
T rmoenved 7,049,267 1,826,375
Tmmmcis! charses paid - (1.830)
S —pen mSew | catflow) from financing activities 7.149,267 1,824,525
W= Gpeegme ! Decrease) in cash and cash equivalents 3,175,775 857,388
. it gmé cyen sozvsients at the beginning of year 1,052,861 194,973
“ e ped cuss egeevalents at the end of year 4,228,636 1,052,861




AKHUWAT
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2004

Grants Surplus/{Deficit)
Recelved for the year Total
Rupees Rupees Rupeas

Sgaecs 35 on June 30, 2002 1,096,373 - 1,096,373

Surme=sADeficat) for the Year - (86,386) {86,286)

s Secerved Dunng the Year 1,820,375 - 1,820,375

Ssmece 22 on June 30, 2003 2,916,748 (B&,3BE6) 2,830,362

Sorones Defict) for the Year = (135,997 (135,997)
. S=rr= S=cesvad During the Year 7,149 287 - 7,148 287

Ssamce 25 on June 30, 2004 10,066,015 (222,383) 9,843,632

Exscutive Director Secretary




AKHUWAT
SCHEDULE OF OPERATING FIXED ASSETS

OOPFIHATING FIXED ASSETS

Potbowing 1o the detal of operating Dxed assels,

COsT DEPRECIATION
Rate Charse f WDV as on
DESCRIPTION Balanee as on  Additions/Transfers Bualance as on 9% Balance us un E..wr.. OF  Balance as un J0-06-04
01-07-03 /(Deletion) 30-06-04 01-07-03 EYer o 3p.06-04
E w p ¢ ¢ s K u p e ¢ 3 Rupees
OWNED ASSETS

CHhe aupupiment - 1,150 1,150 1 - 115 115 1,035
Piipivitire ad Mixiures - 5,284 3,2H9 10 - 529 3249 4 760
Compiton - 38,000 ERRGIY 1 - 12,540 12,540 25,460
2004 - 44,439 44,439 iF 13,184 13,184 31,255

3 - - - = u




AKHUWAT
NOTES TO THE ACCOUNTS
FOR THE *EAR ENDED JUNE 30, 2004

I- THE ORGANIZATION AND ITS OPERATIONS

AKHUWAT is working in Pakistan Since 2001 and got the centificate of registration on May 13, 2003 under the Societies
Registretion Act, XXI1 of 18560.

The orzznization was established to provide interest free micro credit and to launch ancillary programs of various short and long term

nature. The organization is principally engaged to carry on the following objectives.

- Orgzanizing women, in particular, and men in general into secially viable community groups, called Self Help
Groups (SHGs).

- Providing Interest free micro credit finance services to the peor women through SGHs and te individuals.

- Capacity building through interest free credit enhancement to poor in urban slums with a view to make them
zelf reliant.

- Creating avenues for self~employment and broadening scope of opportunities available to the poor,

. - ldemifving people/organizations desirous of planning and executing such programs elsewhere and providing

Them with necessary support and resources,

2o SIGNIFICANT ACCOUNTING POLICIES

2.1  Accounnng Convention

The zccounts are prepared under the historical cost convention,

2.2  Basis of Preparation

Thes= zooounts have been prepared in accordance with the requirements of Companies Ordinance, 1984 and applicable
sccounting stzndards issued by the International Accounting Standards Committee (IASC) by the interpretation issued by
the Stzndard Interpretation Committee of the TASC as applicable in Pakistan.

Operating Fixed Assets

These mclude fixed assets purchased for Akhuwat, furniture of the administration department, office equipment and
sompemess held at Akhowat office.

Trred z3z21s are stated at cost less depreciation. Depreciation is calculated using Diminishing Balance method, Full year
Zepreciztion is charged on assets acquired during the year while no depreciation is charged on deletions made during the

e




AKHUWAT
MNOTES TQO THE ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2004

MNates _2004 2003
Rupees Rupees
4. L OGS TERM MICRO LOANS PORTFOLIO- unsecured, consldered good
Eoueamonal Loans 4.1 7000 7.000
Sraeronse Loans 4.2 50,000 26,000
57,000 33,000

41 TResa zw long e onterest ee micro loans given to needy students to meet ther educatenal expenses. Borrowers will repay the loan

#*= sompienng ther educatian and gewng the job.

4 7 Ssoresestt meres) free Igans given o an enterprise cum training institute in different areas of Pakistan, The institutions will repay the loans

Tt BT rEnging from 2-3 years.

. LO%GE TEEM ADVANCES

wong Torm Advances a1 253,000 322,000
S 52 224,400 -
Lesx Cument Matunly (36,000} -
481,400 322,000
T 1 Bscrssests 30vaNCES Made to initiate interest frea micro eredit programmes in different areas of Pakistan,
i 2 Resreszerys iong t2rm lcans 10 staff for purchase of motoroycles,
& ZHOST TESM MICRO LOAMS PORTFOLIO- unsecurad, considered good
Growg Logns 6.1 2,408,600 1,248,300
e | cans 6.2 2,624 884 228,544
5,033,484 1,476, Bdd
. L2=s Prowezion for Loan Loss 6.3 47,343 53,343
4,986,141 1,423,501

2 1 Smcrzsects munrn credit, interest free loans given to female entrepreneurs for productivedincome generzting on social collateral e all membear
=# === 2 responsisle for repayment of loan. Membership fee for each loan is 5% of prnciple amount  Repayment period of each loan

= 2 0N

&2 Tris imen = 2ovanced 1o individuals against two personal guarantees. Membership fee for each lozn s 5% of pnnciple amount with the

sr=—caor of loans egual or less than Rs. 3000. Repayment pericd of each loan is ten months.

53 Duremg T y237 N0 provision was made for non-performing laans.




2004 2003

ﬁupeas Rupees
T S=0FT T4EM ADVANCES
ey Wamrey of S5 Loan i 36,000 -
Amegros FoEe LAty 34,900 5,000
70,900 5.000
T ¢ Tem merssaccs 500 e portian of advances given to permanant employees of AKHUWAT to purchase
somrmeses onosr AKHUWAT staff transpont policy.
£ CATs amD SANW BALAMCES
Commr o = 950 1,039,344
Caer @ Sars-o current accounts - Local gumency 4,227 6EE 13,917
4,228,636 1,052,861
 TIWTRCENCES & COMMITMENTS ; d
. Trems e s zzotngencies and commitments as on 30 June 2004 {2003 © NIL).
Y& CEPTIal CFATION FUND
S=srcs 3 Te seginning of the year 2 830,362 1,096,373
S moseesd dunng the year 7,149 267 1,820,375
2,979.62% 2,916,748
SerpeesiTetet] fo tha Yaar {135,997 (56,388)
9,843,632 2.330.362
11 SEANTT SECOGNIZED AS INCOME 17,500 96,125

== ssermsamrs funds provided by the Board of Directors of Akhuwat and local philanthropist to meet operational expenses of the
o — =

.1'.’_ MENEERSHIF FEE

Li=—perme Fe=-Non Refundable 451.'90{1 1.035,500

Szmrzsses —emoership fee depasited by the borowers 1o access the loan.

11 OTHER INCOME

==t on bank deposits * 1,233




2004 2003
Rupees Rupees
14, GENERAL ADMINISTRATIVE EXPENSE

Z@anes anc Benefits 14.1 394 526 126,500
Honorenum 14.2 42,500 1,500
Trapwohing 23338 540
Prinang & Stabonery 35,655 36,200
Stamonary 9,846 1,638
PhotocoDy =-S -
Commurscation 1.816 -
OfSice Supphes 2,110 -
Depracsbon 13.184- -
Bark Charges 7,034 -
Mesoaiiznanys Expenses 580« -

531,314 166,778

14 1 Tres represents salanes of loan officers. Director and Professional staff of Finance, Intermal Audit, Social Motilization and information

tesmnslagy depanment are warking on valuntary basis and nothing has been paid to them dunng the year

14 2 Beorezens nonoranumibonus paid to loan afficers an achieving menthly recavery targets befare the settlement date.

15, FROGRAMME ASSISTANCE

Programme Assistance 44,083

44,009

Feorzsents sxpanses incumed on annual funclion new programme faunching,s and fee paid for developing Akhuwat's web site.

18 TRAMNING EXPENSE- Staff and Community -

12,514

Feoresanis community raining expenses on Akhuwat's capacity ouilding programmed

17. SEMINAR AND WORKSHOP EXPENSES -

8,800

Represens sxpensas for Aftar for AKHUWAT members in Ramzan,

18. CONCENTRATION OF CREDIT RISK

Credit sk 5 the risk that one party to a financial instrument will fail to discharge an obligation and cause the other party to
& financial loss. The Organization is exposed to credit-refated losses in the event of non-payment by micro-credit loan

The Orgarizssion seeks to manage the credit sk by attempting to diversify the lending activities 1o avoid undue concentration of

risks with mucro-credit customers in specific locations or activities, The organization controls this risk through credit appraisals,

ssessing the credit-worthiness of customers by making groups obtaining gurantees of reputable/ known persons of locality where

mdividuzl/ group loan are disbursed requiring voluntary savings from borrowers.
18, INTEREST RATE RISK

All borrowings of the Organization are on il inkerest rate so the interest rate risk is considered to be Nil,

20. GENERAL

-Figures have bean rounded off to the nearest rupee. .
.Comesponding fgures nave been rearanged and reclassified, where, necessary, for the purpose of com Hris?rrﬁ
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Executive Director
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