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AUDITORS’ REPORT TO THE BOARD OF DIRECTORS

- smdited the accompanying Balance Sheet of AKHUWAT (the Organizaton) as at June 30, 2007
=== Statements of Income and Expenditures and Cash flow Statement & Statement of changes
“or the year then ended and we state that we have obtained all the information and explanations,
= 5= best of our knowledge and belief, were necessary for the purposes of our audit. It is the
“=% of the Organization’s management to establish and maintain a system of internal contral,

= our audit in accordance with the auditing standards as applicable in Pakistan, These
= s=gmre that we plan and perform the audit to obtain reasonable assurance about whether the

Wi smtements are free of any material misstatement. An audit includes examining, on a test basis,
- “sporting the amounts and disclosures in the financial statements. An audit also includes
+ = ==counting policies and significant estimates made by management as well as evaluating the
~==non of the above said statements, We believe that our audit provides a reasonable basis for

" n. the financial statements give a true and fair view of the financial position of the
= 2= 2t June 30, 2007 and of the results of its operations and its Cash Flow for the year then
~w-ance with International Accounting Standards.

== ARSHA i :f::’
Chaftered Accountant.



AKHUWAT
BALANCE SHEET AS AT JUNE 30, 2007

Mates 2007 2006
Rupens Rupeos

S0 CEST AL EXPENDITURES

ety Fixed Assets
= m=x accumulaled depreciation)

NS TEEN ASSETS
Te— Micro Loans Portfalio - :

p T Acvances & Security Deposits i

F10.050 1|
5 i B8 T'.I' |

1,198, 85¢
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58,963,452 47,654,914

(3,230,548 48,845 787

{952,160 (BB 476)

senzas & Other Liabilities 10

i
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7 62,877 48,061,371

Fund 12 _ . 62,871,689 48,061,371

== farm an integral part of these accounts F
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AKHUWAT
STATEMENT OF INCOME & EXPENDITURES
FOR THE YEAR ENDED JUNE 30, 2007

Motes 2007 20085
Rupees Rupeps
NCOME
Grants Recognized as Income 13 - 440,258
Mambership Fee 14 4,842 395 3,397,768
Other Income 15 420,520 £6.889
5,362,918 3,824,956
ZEPENDITURES
Zeneral and Adminisirative Expenses 16 6,920,242 4,478 342
Programme Assislance 17 845,935 97.520
Loan Loss Provision . 18 506,430 185,470 |
8,273,607 4,765,332
=sz==s of Expenditure over Income Transferrad i
tz Capitalization Fund 12,910,688) (840,376}

5= 2nnexed notes form an integral part of these accounts,

Exzcutive Director

o

Ssewet 15, 2007



AKHUWAT
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2007

Grants Deficit
Rececived for the yoar Total
Rupees Rupeceos Ruposs
== on June 30, 20056 21,219,662 (56T,241) 20,552,321
- Sapenditure over income for the year - (840,376 {840 3/E)
Se=c=ved During the Year 28,349 4326 78,349,426
== on June 30, 2008 49 568,988 {1,507 817) 48 061,371
= Ssmenditure over income for the year - (2,810.6488) {7810 669)
Se—eeved During the Year 17,721,007 14,021,000
== on June 30, 2007 67,289,995 _@h‘__;@ T J_i,&"r"_{;;sfu‘__e'

notes form an integral part of these accounts,




WAT
= FLOW STATEMENT

TEE YEAR ENDED JUNE 30, 2007

© FLOW FROM OPERATING ACTIVITIES
= Sefore 12xalion

=3 for non-cash Charges
Tlepreciation for the Year

¢ Surplusf{Deficit) before Working Capital Changes

o o curren! Asgels
it Term Micro Loans Portfolio
Som Term Advances

Decrease) in Current Liabilitfes
“ocreed Expenses & Other Liaiblities

Capital Changes -

“w=iflow) from Operating Activities
o LW FROM INVEST i VITIES
_emg Term Micro Loans Portfolio

Lo Term Advances & Securily Deposits
Tt Capital Expenditures

¢ sflow from Investing Activities

0 FROM FINANCING ACTIVITIES
s Becoived During The Year

Sxfew /| Dutflow) From Finaneing Activities

=i Decrease) in Cash & Cash Equivalents
= Equivalents at the Beginning of Year
= Eguivalents at the End of the Year
=i & Cash Equivalents

Tl i Hand
s = Ranks

o senes form an integral part of these accounts,

,J/ﬁ

2007 20046
Rupees Rupees
(2.910.689) (540.376)
155,161 37,797
(2,755,328) (#02,579)
(12.942.681) (152,993 392)
[15,408) (218,652}
(12,478,179 (20.212,044)
(74,734) 195,792
{12,403 445) (20,815,831}
(15,207.069) (20.518831)
- 39950
(62,929) (EEE A
[3.668.816) (130.215)
(3,731,744) (573,164)
17721007 28,349,426
17.721.007 28,349,426
{1.217.806) 6,955,431
9,608,450 2,653,019
8,390,644 9,608,430
20,717 33,301
£, 149927 9,555,106
8,290,644 9,608,450




AKHUWAT
NOTES TO THE ACCOUNTS
FOR THE YEAR ENDED JUNE 30, 2007

ANIZATION & ITS OPERATIONS

WAT is working in Pakistan Since 2001 and got the certificate of registration on May 13, 2003 under the Societies
==ion Acl, XX of 1860,

===ization was established to provide interest free micro credit and to launch ancillary programs of various short and long term
The organization is principally engaged to carry on the following objectives.

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

- Providing Interest free micro credit finance services to the poor women through SHGs and to individuals.

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

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

- Identifying people/organizations desirous of planning and executing such programs elsewhere and providing
them with necessary support and resources.

CANT ACCOUNTING POLICIES

Accounting Convention

"= accounts are prepared under the historical cost convention.
Basis of Preparation

These accounts have been prepared in accordance with the requirements of Companies Ordinance, 1984 and applicable
sccounting standards issued by the International Accounting Standards Committee (IASC) by the interpretation issued by
== Standard Interpretation Committee of the IASC as applicable in Pakistan.

Operating Fixed Assets

Thes2 include fixed assets purchased for conducting operational activities and includes furniture of the administration
separiment, office equipment and computers held at Akhuwat offices and branches.

“xed assets are stated at cost less depreciation. Depreciation is caleulated using Diminishing Balance method. Full year
Sepreciation is charged on assets acquired during the year while no depreciation is charged on deletions made during the
WA

“fzmtenance and normal repairs are charged to Income & Expenditure Accounts as and when incurred. Major renewals and
~=='zcements are capitalized and assets retired, if any, are kept as standby,

"= or loss on disposal of operating fixed assets, if any, is included in current income.

Lsan Loss Provision
%= = matter of prudence, this provision at the rate of 1% of the total outstanding balance of short term micro loans portfolio

om y=zr end is made.




i R o

OPERATING FIXED ASSETS

AKHUWAT

SCHEDULE OF OPERATING FIXED ASSETS

Following is the detail of operating fixed assels a5 on June 30, 2007,

COST DEPRECIATION
Raie { W'Y as on
i Charge for the
DESCRIPTION Balance as on  Additions/ Balance as on % Balance as un i Balance 15 on J0-06-07
01-07-06  (Deletion)  30-06-07 01-07-06 g 30-06-07
E uw p e & = R uflp e e s Rupees
OWNED ASSETS
Freehold Land - 2,500,000 2590000 . 5 w = : 2,590,000
Building on Frechold Land = 935,000 935,000 10 ! M 93,500 93,500 841,500
 Office Equipment 28365 30,781 59,146 0 3215 W 5593 8,808 50,338
Furniture & Fixtures BR.&11 28,785 117,596 10 13,045 10,455 23.500 94,006
i
i ]
Computers 104,350 84,250 188,600 33 50,379 450613 95,992 92,60H
L I
2007 221,526 3,668,816 3,890,342 66,639 155,161 221,800 3,668,542
91,311 130,215 221,526 28,842 37,797 66,639 ;.____3




AKHUWAT
NOTES TO THE ACCOUNT
FOR THE YEAR ENDED JUNE 30, 2007

Motes 2007 2006
Rupees Rupaes
& _ONGE TERM MIGRO LOANS PORTFOLIO- Secured-Considered Good
Soucalional Loans 4.1 7000 v 7000
Zoizrpnse Loans 4.2 303,050 . 303.050
310,050 310,050

- SEore

Theszz are long term interest free micro loans given (o needy students to mest their educational expenses. Borowers will repay 1ne loan
=%z compleling Iheir education and getting the job. These loans are secured agains! the personal guarantes of the bormowers

s2nts inferest free loans given to enterprise cum ir@ining institutes in differant areas of Pakistan. The institulions will repay the Inans

winin tme ranging from 2-3 years. These loans are secured against the personal guaraniee of the bomower and ane of the ditectars of Akhuwat

. _IWE TERM ADVANCES & SECURITY DEPOSITS

~=ng Term Advances to Staff-Unsecured-Considered Gaod
- Motorcycles Loans ‘

51 510,450 524,350

- Miscellaneous Loans 52 424 210 288 285
934 BED B22 635

Less Current Maturity {204 855 {248.760)
529,805 575,676

~==g Term Security Deposits 243,000 250,000
EEEH B05 : _3_2_5_.3'-"5 :

Tm= rzpresents long term loans 1o stalf for purchase of motorcycles, This amount is payable in equal instalments

o= the period af 6 lo T years by way of equal instalments ranging from Rs. 750 1o 1000 par manth.

| = Tu= rapresents fong term loans given ta permanent empioyees of AKHUWAT This amount i pavable i unegqual instalments over the penad of

—er2 than one year,

~ S=IET TERM MICRO LOANS PORTFOLIO- Unsccured-Considered Good

Zmoup Loans 6.1 4,584 537 7807 750
~=widual Loans 62 4B [E 456 A0 177 587
50,642,993 37,385,247

“=s53 Loan Loss Provision {506,430} (201, 465)
. 50,136,563 37,693,882

21 member of group are respansible for repayment of loan, Mambership fee for each loan is 5% of principle amount.

Theze loans are secured against sodial collateral and Igans Lo individual group members may be exiended from R 10,000 to 25,000,

S=dmum repayment perod is 18 months.

rzz2nis micro credit, interest free loans given (o female entrepraneurs for productivedinceme generabing activities on socal collaleral i e

- = 7o represents boans given (o individuals for preductive § income generating activiies againg! two personal guarantess. Membarship fee for
=320 loan is 5% of principle amount with the exemplion of loans less than or egual to Rz, 3000, Maximum repayment period is 18 menths




2007 2006

Hupres Hupees
ADVANCES
o Supplicr 100,000
Tax 141,360 0 89
1 ‘;7_1,3'93 — 105,892
MATURITY OF LONG TERM LOANS & ADVANCES
Maturity of Long Term Micro Loan Portfolio
Azturity of Long Term Advances To Staff
Msioycles Loans 138,000 | 197000
mcelianeous L oans - T 46, 5 [ | 128,760
A0, 885 246150
oy 294,855 246,760
S2MK BALANCES ’ )
= i and 240,717 H A
o BzEnksn Current Accounts - Local Currency 8,140,827 o845 0B
e 0,390,644 9,608,450
EXPENSES & OTHER LIABILITIES
Fapenses ' . 40 4ni 40,000
ansiting ) 094, £40 Bl A2G
[ esaaen ) b4,426.
NCIES & COMMITMENTS
e no contingencios &!cnmmlimenls 85 on Jume 30, 2007 (2006 © MIL).
TION FUND
Salance : 41,063,371 2052371
Secenved During the Year 171,00 ¢ 25,318 476
4.8 378 A% 8071, 4y
::I‘Emund';Ium Owar Income : {2,591 659} (340.376)
67871689 48,064 371
RECOGNIZED AS INCOME
S=cognized A5 Income 440,239

wrorzsants lunds provided by the Board of Directeors of Akhuwat and laeal philanthropist to moecl eperstionsl oxponses of o Organietion




2007 2008

Ruppes Rupses

"2 MEMBERSHIP FEE

KMembership Fee-Non Relundable 4,842,193 3.397, 765

Hepresents membership fee at the rates ranging from 2 1o § percent of the principle amount deposited by Ihe borrowers to sccess the Dan

= OTHER INCOME

Othver Income 420,520 BG,383

This represents the funds recelved from collection bexes, hide sales and receipt from ather compaigns & activitins for meeling operational expenses.

GEMERAL & ADMINISTRATIVE EXPENSES

Zzlaries & Benefits 4,743,795 2,951,155
Honorarium (Mote: 16.1) 192 G&0 201,340
Travelling & Conveyance . 442,321 394 915
Ennting 205,508 113,822
Stationary 114,623 72,570
FPhotocopy . 010 22,350
Communication BE, 285 78,194
Office Supplies 05, a4 B2.014
Consultancey Charges 134,251 2
Fes & Subseription 130,000 -
2ank Charges 180,610 52 035
Depreciation (Nole : 2) 3 3 155,161 a7, 7av
Audilor's Remuneralion 54,800 50,000
Utliies 58,904 27 506
Repair & Maintenance 50,488 23770
Ranl 180,440 107,200
Staff Training 12180 32,500
Earhquake Relel Expenses . 61,675
Miscellaneaus E 25,798 B,507
! 5,920,242 4 478,342

= 1 Represents honorarium paid to loan officers on achisving moninly recovery targels hefore the setiizment dale.

. PROGRAMME ASSISTANCE

Programme Assislance 46,935 97,520

Represenid expanses incurmed on annual function new programme launching's and fee paid for developing Akhuwal's web site.

LOAN LOSS PROVISION

Loan Loss Provision 506,430 188,470




2007 2006
Rupses Rupees

= CONCENTRATIOM OF CREDIT RISK

Cradit risk is fhe risk thal ane party 10 a financial instrument will fail 1o discharge an obbigation and causa the DiNer paty 1o mour
a financial koss. The Grganization (Akhuwal) is exposed 1o creditrelated losses in the evenl ef nen-paymant by micra-cradit loan

The Organization seeks lo manage the credit risk by attempiing 1o diversify the tending activities 1o avoid undua concaniration af
fizks wilh miicre-credil customers in specilic locations or aclivities. Tne orgenization controls this risk thraugh credil appralsals,

a33895ing the credit-worthiness of customers by making groups oitaining guarantees of repulabledknown parsons of Iescality where
ndividual/graup loan are disbursed requinng voluntary savings from Darowers.

20 INTEREST RATE RISK

All borrowings of the Organization are en Nil interest rale so the interest rale risk Is considered to b MEl,

2% GEMERAL

~Figures have been rounded off fo the nearest fUpeE

s
221l
I A
Executive Director

Lahaora
Aupusl 15, 2007
i




