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INDEPENDENT AUDITORS’ REPORT TO THE GENERAL BODY

We have audited the annexed balance sheet of Development Action for Mobilization and
Emancipation (DAMEN) - Micro Finance Program as at December 31, 2012 and the related
income and expenditure account, cash flow statement and statement of changes in fund together
with the notes forming part thereof (here-in-after referred to as the “financial statements”) for the
year then ended.

It is the responsibility of the Board of Directors to establish and maintain a system of internal control,
and prepare and present the financial statements in conformity with the approved accounting
standards as applicable in Pakistan. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement. An audit includes examining on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting policies used and significant estimates made by the
management, as well as, evaluating the overall presentation of the financial statements. We believe
that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements present fairly in all material respects the financial position of
the Development Action for Mobilization and Emancipation (DAMEN) - Micro Finance Program
as at December 31, 2012 and of its surplus, its cash flows and changes in fund for the year then
ended in accordance with the approved accounting standards as applicable in Pakistan.
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DEVELOPMENT ACTION FOR MOBILIZATION AND EMANCIPATION

MICRO FINANCE PROGRAM
BALANCE SHEET
AS AT 31 DECEMBER 2012

ASSETS
Current assets

Cash and banlk balances

Short ternt investment

Micro credit loan ]7(_):‘[({_)“0

Advances, prepayments and other receivables

Total current assets

Non-current assets
Operating fixed assets - tangible
Intangible assels

Security deposits

Total non-current assets
Total assets

LIABILITIES

Current liabilities

Creditors, accrued and other liabilities
Payable to social sector program
Current portion of long term loans

Total current liabilities

Non-current liabilities

Long term loans

Deferred grant

Total non-current liabilities
Total liabilities

NET ASSETS

REPRESENTED BY :

Iindowment fund from Pakistan Poverty Alleviation Fund

General fund
Donated fund

Reserves

CONTINGENCIES AND COMMITMENTS

| 2012 2011
Notes | Rupees

5 116,903,726 89,223,631
6 116,953,741 41,028,458
7 645,059,970 444,788 493
8 13,890,961 9,920,219
892,808,398 584,960,801
10 14,127,155 13,380,437

11 738,108 -
12 492,500 403,500
15,357,763 13,783,937
908,166,161 598,744,738
13 1,439,573 1,487,021
883,309 781,397
14 541,426,278 359 830,017
543,749,160 362,098,435
14 192,024,750 180,512,173
15 4,115,016 3,688,758
196,139,766 184,200,931
739,888,926 546,299 366
168,277,235 52,445,372

16 74,000,000 ;
17 92,066,517 50,234,654
18 1,000,000 1,000,000
19 1,210,718 1,210,718
168,277,235 52,445,372

21

Vhe annesced notes 1 fo 30 form an integral part of these financial statements.
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DEVELOPMENT ACTION FOR MOBILIZATION AND EMANCIPATION

MICRO FINANCE PROGRAM

INCOME AND EXPENDITURE ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2012

Financlial revenue

Service charges on micro credit loans

Loan processing fee

Total financial revenue

I'inance cost

Gross financial margin

Provision against non-performing loans - net
Net financial margin

Profit on investments and bank deposits

Operational expenses

Salaries, wages, stipends and other benefits
General and administrative expenses
Research Studies

Training expenses
Surplus from operations
Orher Income

Net operating surplus before grants
Deferred grants amortized /utilized:
- relating to fixed assers

- relating to C;kp;icii‘y buiding

Net surplus for the year

Operatonal Self sufficiency (OSS) Ratio

| 2012 || 2011 |
Notes| Rupees |
176,714,062 121,456,403
27,634,600 12,106,120
204,348,662 133,562,523
9 89,926,735 62,633,336
114,421,927 70,929,187
7.2 15,662,230 19,152,126
98,759,697 51,777,061
20 23,511,566 23,885,783
122,271,263 75,662,844
54,328,526 149,965,098
22 27,283,242 22,721,355
2,150,000 1,420,467
1,470,221 1,477,541
85,231,989 75,584,461
37,039,274 78,383
23 1,677,778 5,232,807
38,717,052 5,311,190
727,342 854,553
2,387,469 2,835,308
3,114,811 3,689,861
41,831,863 9,001,051
24 120% 103%,

The annexced notex | 1o 30 form an integral part of these financial statfements.

—

EXECUTIVE DIRECTOR

mal




DEVELOPMENT ACTION FOR MOBILIZATION AND EMANCIPATION

MICRO FINANCE PROGRAM
CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2012

| 2012 2011 |
CASH FLOWS FROM OPERATING ACTIVITIES Note [ Rupees I
Net surplus for the year 41,831,863 9,001,051
Adjustments for non cash items :
Depreciation 10 3,175,799 2,522.740
Amortization on intangible assets 11 147,622 -
Amortization of deferred grants:
- relating to fixed assets 15.1 (727,342) (854,553)
- relating to capacity building 15.2 (2,387,469) (2,835,308)
linance cosi 9 89,926,735 62,633,330
Provision against non-petrforming loans Ti2 15,662,230 19,152,126
105,797,575 80,618 341
Operating surplus before working capital changes 147,629,438 89,619,392
(Increase) /decrease in:
Advances, prepayments and other recetvables (3,970,742) (1,937,755)
Micro credit loan portfolio (215,933,707) (108,956,599)
Security deposits (89,000) {78,000)
Increase/ (decrease) n:
Payable to social sector program 101,912 781,397
Creditors, accrued and other labilities (186,860) (1,310,350)
(220,078,397) (111,501,307)
Operating deficit after working capital changes (72,448,959) (21,881,915)
Pinance cost paid (89,787,323) (62,633,330)
Net cash used in operations (162,236,282) (84,515,251)

CASH FLOWS FROM INVESTING ACTIVITIES

Net operating fixed assets expenditure | (4,808,247)' I 177,710 |
Net cash used in investing activities (4,808,247) 177,710
CASH FLOWS FROM FINANCING ACTIVITIES
Findowment fund from Pakistan Poverty Alleviation Fund 74,000,000 -
Creation of sustainability reserve for Social Sector program - (29,809,386}
Grant received Jeapitalized during the year:

- relating to fixed assets - 2,373,000

- relating to capacity building 3,541,069 3,396,660
Net proceeds from long term loans 193,108,838 96,946,569
Net cash from financing activities 270,649,907 72,906,843
Net change in cash and cash equivalents 103,605,378 (11,430,698)
Cash and cash equivalents at the beginning of year 130,252,089 141,682,787
Cash and cash equivalents at the end of year 26 233,857,467 130,252,089

Fhe annesced wotes 1 to 30 form an integral part of these financial stalements.

1

Ao

— do-

e
EXECUTIVE DIRECTOR TREASUREJ‘

B




DEVELOPMENT ACTION FOR MOBILIZATION AND EMANCIPATION
MICRO FINANCE PROGRAM

STATEMENT OF CHANGES IN FUND
FOR THE YEAR ENDED 31 DECEMBER 2012

Endowment| General Donated

Fund fund funds
Rupees——————a—

Reserves Total

Balance as at 01 January 2011 - 71,042,989 1,000,000 1,210,718 73,253,707
Net surplus for the year . 9,001,051 - 9,001,051
Transferred o social sector program reserves - (29,809,386) - - (29,809,386)
Balance as at 31 December 2011 - 50,234,654 1,000,000 1,210,718 52,445,372
Net surplus for the year - 41,831,863 - 41,831,863
Endowment fund from PPAF 74,000,000 - - - 74,000,000
Balance as at 31 December 2012 74,000,000 92,066,517 1,000,000 1,210,718 168,277,235

The annexed notes | 1o 30 form an integral part of these financial statements.
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DEVELOPMENT ACTION FOR MOBILIZATION AND EMANCIPATION
MICRO FINANCE PROGRAM

NOTES TO THE FINANCGIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2012

1.
1.1

1.2

4.1

4.2

4.3

STATUS AND NATURE OF THE BUSINESS

Development Action for Mobilizadon and Fmancipation (DAMEN) {the Society) was 1

istered in May 1992 as a non prohit
organization under the Societies Regrstration Ace XX of 1860, DAMEN has 20 feld offices within vicinity of Lahore, Kasur and
sheikhupura ID1stricts.

Ihe principal activity of DAMEN is ro provide cost effecrive micro finance ser

ices to poor wonen in order to enhance ther

ceonomic role, DAMIN is also taking pact in financial and operatonal support for provision of primary cducation and basic health
facilities through community based schools and health centres in rural areas in vicinity of Lahore, Kasur and Shetkhupura Districts. In

addition to these functions, DAMEBN also provides non financial seevices in the Form of teainings both 1o it clients and stuff
STATEMENT OF COMPLIANGCE

These financial statements have been prepared in accordance with approved accounting standards, as applicable in Pakistan, Approved
accounting standards comprise of Accounting and Vinancial Reporting Standard for Medium-Sized Lintitics (M5Fs) issued by the

ts of Pakistan (1CAD),

These financial statements have also been in accordance with the ‘Fmancial Reporting Gudehnes

Institute of Chartered Accounr

for NGOs/NPOs enpaged in

Microfinance issucd by Institure of Chartered Accountants of Pakistan (JCAP) and in case requirements differ, Accounting and
¥ J | » 19

Financial Reporting Standard for Medium-Sized Tintitics (MSEs) shall prevail.

BASIS OF PREPARATION

T'hese accounts have heen prepared under the historical cost convention ustng acerval basis of accounting except for the cash low
mlormaron,

SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted n preparation of these financial statements ace set our below, These policies have been

ibed, unless otherwise stated:

conzistently applicd to all years pres
Cash and cash equivalents
Cagh and cash cquivalents are carricd in the balance sheee ar cosr. lor purpose of eash flow statement, cash and cash equivalenes
include cash in hand, demand deposits, other short term highly liquid investments that are readily convertible ro known amount of
cash and which are subject to an insignificant nsk of change in value.

Operating fixed assets

All operating assets except intangible asset

Operating fixed assers exeept frechold land are stated at cost less accumulated depreciation and impairment losses, iF any. Frechold

land is stated ar cost less impaiement loss, if any,
Dyepreciation on all operating fixed assers is charged to income on straight-line merhod so as to write off the hisrarical cost of assels

over estimated useful life ar ees specificd n Nore 10,

Full month's depreciation is charged on additions while no depreciation is charged in the month of disposals during the year,
[mpairment loss or its reversal, iPany, is charged to income, Where an impairment loss is recognized, the depreciation charge is

adjusted i the furure perods 1o allocate the asse's revised carrying amount over its estimated useful life.

The gain or loss on disposal or reticement of an asset 1s recognized as an income or expensce.

The assers' residual values and estimated vseful lives are reviewed ar lease ar cach balance sheet dare and impact on depreeiation is

adjusted, if significanr.
Intangible asset

An intangible asset is an identifable non-monctary asser without physical substance. An intangble asser is recognized if it is probable

jon and that the cost of such asset can also

thar the furure ceonomic benefits thar are attributable o the asset will fow o the org;

be measured reliably. Cost of the intangible asset inchudes purchase cost and dircelly attributable expenses incidental to bring the asset
for irs intended use
s accumulared amortization and accumulated impaiement losses, if any. Amortization s charged

Ineangible a are stared ar cost les

over the estimated useful life of the asset on a systemaric basis by applying the straight line method from the month when such asser is
available for use

Uselul lives of intangible assers are reviewed ar each balance sheet date and impact on amortization is adjusted, 1F significant.
Borrowings

Loans and borrowings are initially recorded at proceeds received which are considered to be equal (o its fair value, Vinance cost is

aceounted for on accrual basis and is included in ereditors, accrued and other habilities to the extent of the amount payable as on

balance sheet dare,

Borrowing costs directly atrriburable to the aequisiion, constructon or production of qualifying asser, which are assers thar necessatily

take 2 subscantial pedod of ime to get ceady for their intended use or sale, are added (o the cost of those assets, untl such tme as the

assets are substantially ready for their intended use or sale, Tnvestment income carned on the remporary investment of speeitic
horrowings pending their expenditure on qualifying asset is deducred from the horrowing costs eligible for capitalizaton, All other

horrowing cost are recognized n income and expenditure account in the period in which they are incurred,




DEVELOPMENT ACTION FOR MOBILIZATION AND EMANCIPATION
MICRO FINANCE PROGRAM

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2012

4.4
4.5
4.6
4.7
4.74
4.7.2
4.7.3
4.8
4.9
4.10

Income recognition

service charges and meome on loan portfolio are accounted for on acceual basts and collected with loan mstalmenrs. T'hese are

caleulated by using declining interest method at the rte oF 0.90/ day /1,000 Rupees on outstanding loan balanee.

Service charges on loan portfolio are accrued on late loans for up o 30 days, After 30 days, late loans are classified as non-performing
and further acerual of service charges ceases.

Documentation and loan processing fee collected from micro eredit loan customer is recognized when received. The fee s charged ac
the vate of 3% of the loan amount .

Profit on bank deposits 1s recognised on accreual basis,

Donations in kind are recogmized at fae market value as and when donated irems are received.

Return on investments s recognized on acerual basis,

Bad debts recovered are added o current year's imcome

Functional and presentation currency

These financial statements are presented m Pak Rupees which is the Sociery's funcoonal and presentaton currency.

Recognition of grants

Funds provided by donors to subsidize operating and administeative expenses are recognized as grant mcome as per term of agreement
with donors,

Funds urihized for acquiring fixed assees are taken to deferred grant and amortized over the useful life of the asses.

Cira

Bunlding,

s related o capacity butlding are taken o deferred grant and amortized as actual expenses incurred on account of capacity

Cieants utitized for inancing of lending operations are recognized ws donated funds,

Micro credit loan portfolio

Uhese are stared ner of provision for non-performing loans, if any. The outsanding prmapal of the loans, payments agamst which are
overdue i:}-‘ over 30 days s classified as non pl:l'fl})'l'lrll)}_:.

General provision

'R}

General provision is nade @ 1.5 % of the net outstnding loan balances afer netting ol specific provision.

Specific provision
In addition to general provision, specific provision for potennal loan losses is made tor all non-performing loans as follows:
Loans in arrears/ Percentage of
Category
Instalment over due outstanding principal

Onher Assets Lspecnally Mennoned (OATM) oans i arrears (instadmene

overdue) for 30 days or more -

but less than 60 days,
Substandard Loans in arrcars (mstalment 25%

overdue) for 61 days or more

but less than 90 days.
Dyoubilul Loans mn arcears (instalment 50%

overdue) for 91 days or more

but less than 180 days
Loss lLoans in arrears {instalment 100%,

overdue) for 181 days or

more,
Write-off

All non-pecforming loans are written off afier one month of classification as loss. However, the Sociery, continues s efforts for

recovery of the wreitten-off loans. Loans classificd as loss when instalment are overduce for 181 days or maore.

Foreign currency transiations

All monctary assers and labilioes i foreign currencies are translated oo Pak Rupees at exchange e prevailing at the balanee sheet

dare, 'Transactions in foreign currencies are transkited into rupees at the spot rates. Al non monerary items are transhued into rapees at

“tomns of ondares when Faie values are determimed.

excliange rates prevailing on the dates of trans:
lxchange differences are included in icome currently.

Short term investments - held to maturity

Investments chssificd as held o matariey are recognized initally ac fair value, plus aributable tansacoon costs. Subsequent to mieal
recopnition these are measured at amortised cost using the effective interest merhaod,

Employees retirement benefits

The
baoth by the society wnd rhe cmpluyws at the rare ot 10 percent of the basic salary. Obliganon for contibutions ro defined conerbunion

sociery operates a recognized provident fund for all its permanent employees. qual monthly contnbunions are made 1o the fund

plan s recognized as an expense i the profitand loss account as and when incarred,



DEVELOPMENT ACTION FOR MOBILIZATION AND EMANCIPATION
MICRO FINANCE PROGRAM

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2012

4.11

4.12

4.13

4.14

4.15

4.16

4.17

4.18

Taxation

The Sociery's mcome 15 exempt from tx under the provisions of Income Tax Ordinance 2001, hence no provision has been made for
the current and prior periods in these financial statements,

Provisions

Provisions are recognized when, and only when, the Sociery has a presenc obligation (legal or constructive) as a result of a past event
and itis probable thar an outflow of resources embodying cconomic benefits will be required to serte the obligaton and a reliable
estnte can be made of the amount of the oblipaton. Provisions are reviewed at each balance sheer date and adjusred o reflecred the
current best estmaie,

Use of estimates

The preparation of financial statements requires the use of certain erncal accounting esamates. I also vequires the management (o

exercise 13 Judgment in the process of applying the Sociery's accounnng policies. stimares and judgments are continually evaluared

el are based on historieal experience, ncluding expectanon of future events that are hehieved 1o be reasonable under the

circumstances. T'he arens where various assumptions and estimates are significant to the Socicty's financial statements or where

e Below:

judgments were exereised inapplication of accounting policies ¢
Operating fixed assers - Tanpible and incngible

- Micro credit loan povtlfolio

~Advances, prepayments and orher receivables

-Creditors, acerued and other halilices

Advances, prepayments, deposits and other receivables
Adlvances, prepayments and other reccivables are carned ar onginal cost less an estimate made for doubcful debes based onareview of

all ourstanding amounts ar the year end. Bad debis are weitten oft, when idenrified.

Cost allocation

social sector cost

13 allocated o the o of 2.5% of dir

Commaon costs relaring ro financial and non-financial scrvice

|'t'|11'.li11|1'l;1, p(n'l"l(nl to micro fnance sector,

Related party transactions

Terms of tansaceions with reluted partics are determined using the comparable unconerolled price method except for those

rransactions which m exceptional clecumstances are specifically approved by the Board of Dirvecrors.
Functional and presentation currency
These financial statements are presented in Pak Rupees which is the Sociery's funetional and presentation currency,

Creditors, accrued and other liabilities

These are 1'1':‘{};_{|1i2('d Llril'n;’, the trade date '.lCC(!LInlin;_{ and are measured iniliﬂli}' al Cost.

K



DEVELOPMENT ACTION FOR MOBILIZATION AND EMANCIPATION
MICRO FINANCE PROGRAM
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2012

6.1

6.2

7 MICRO CREDIT LOAN PORTFOLIO

7.1

CASH AND BANK BALANCES

Cashoin hand

Cash with hanls:

In current accounts - local cucrency

In deposic accounts
- local currency

I-[:rL'ign Cureeney

SHORT TERM INVESTMENTS

Held 1o maturity

Term Deposit Reecipes (T Rs)

| 2012 || 2011
| Rupees

143,477 46,452
8,492,300 8,481,301
107,979,841 80,429,505
288,108 266,283
108,267,949 80,695,788
116,903,726 89,223,631
116,953,741 41,028,458

These represent investments i Term Deposit Receipes having a teem anging from T month to 1 yeare Phese investments carry mark
up race ranging from 7.5 % 1o 1110 %o (201 1: from 10.25% to 13%0),

These melude resoricted TR amounting Rs. 99 Million (2011: Rs. 15 Million).

Clomsidered goaod

Constidered douberul (non ]BL:l'J"UI'xnlanj

s Spectlie provistion
s Clenwral prosvision

Laesss Addinomad peneral pa PsIOT

Notes :

T1

T.2
T.2

2012 2011 ]
bers Rup PAR %age Numbers Rupees PAR %age
33,940 | 651,948,195 98.14 20037 | astosuis0 [ 9700
12,332,547 1.86 Lo | 9,224,804 201
664,280,742 100.00 3036 459,313,993 10

5,455,543 3810090

9,823,248 6,773,429

| 3,941,981 | 5041,081

19,220,772

645,059,970

Addditional ;;cl]t:]".ll |1|‘(}\'jr€i<)i| represents the I')J'[J\."i.\‘i()[l created in addition to S[:L‘icl)-":& prd hvisi:ming ]1{}]i1‘.}-‘ for ('.'.l[{'l'il]H o the unforescen

loan losses.

Particulars of non-performing loans

Micro credit loun portfolio includes Rs. 12,332,547 (20110 Rs. 9,224,804) which, as detailed below, have been placed under non-

performimg starus:

Classification

I
Sub-standard
3oubitul

| ass

Classification

CIAM
Sub-standard
Dyoulartul

|Loass

2012
Amount Provision Provision
outstanding Percentage required held
Rupees Rupees Rupees
3,010,858
1,743,985 25%, 435,996 435,996
4,916,314 S 2,458,157 2,458,157
2,561,390 100%, 2,561,390 2,561,390
12,332,547 5,455,543 5,455,543
2011
Amount Provision Provision
outstanding Percentage required held
Rupees Rupees Rupees
2,133,548
1,134,979 25% 283,745 283,745
4,859 865 50%0 2429933 2429933
1,096,412 [00% 1,096,412 1,096,412
9,224 804 3,810,090 3,810,090




DEVELOPMENT ACTION FOR MOBILIZATION AND EMANCIPATION
MICRO FINANCE PROGRAM

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2012

7.2 Movement of provision against non-performing loans is as under:
Notes | 2012 |
Rupees:
Specific General Add. General Total
Orpening, balance 3,810,090 6,773,429 3,941,981 14,525,500
Charge for the period 12,612,411 3,049,819 - 15,662,230
Amounts written of T during the year 7.3 (10,966,958) - - (10,966,958)
Closing balunce 5,455,543 9,823,248 3,941,981 19,220,772
[ 2011 |
___________ ISR T
Specific Creneral Add. General Torul
Opening balance 1,631,387 5,405,847 6,803,306 13,840,600
Charge for the perod 17,784,544 1,367,582 19,152,126
Amounts written off during the year 7.3 (15,605,841} {2,861,385) {18,467,220)
Closing balance 3,810,090 6,773,429 3,941,981 14,525,500
2012 |[_2011 |
“wees ]
7.3 Particulars of amount written off
Apainst provision 10,966,958 18,467,226
I'his represents non pecforming loans overdue for more than 210 days.
7.4 Portfolio by segment
Lawan typos
'rade and business 433,503,823 206,077,279
Tatloring centee 71,847,289 54,2427758
|avestock 107,864,556 G8,475,203
I Lunderatt and eobroidery 51,065,074 40,518,753
664,280,742 459,313,993
7.5 Portfolio quality report
The organization's nuin measure of Toan delinguency is an aged poctfolio-at-risk rato. Loans ave separated into classes depending on

the number of days they are over-duc.

principal balince of such class by outstanding principal balanee of the gross loan portfolio.

Lior cach class of loan, the aged portfolio-at-risk ratio is caleulared by dividing the outstanding

Loans are considered overdue iFany payment has fallen due and remmained unpaid for more than 30 days. The number of days of delay

is based on the difference between reporting date {cut of f dare) and the caleulation of

instalments, multiply by the repayment eyele (30 days) and adding the resulting days in the dare of disbursement ol loan.

fully patd instalments subtracted from scheduled

[ 2012

| r 2011 —l
Rupees Percentage Rupees Percentage
Ioan portfolio
Current and up to 30 days late 651,948,195 98.1% 401,459,668 O5.0%
31 - 60 days lare 3,110,858 0.5% 5,023,348 1. 2%
61 - 90 days late 1,743,985 0.3% 4,412,619 (Y
More than 90 days lare 7,477,704 L1% 11,808,501 2.8%
664,280,742 100% 422,704,136 100%%

The organization does not allow rescheduling or restructuring af loans,

Praring the year, loans were disbursed relating to smgle project with waures ranging from

ecds of the bosrowers. Loan repayments are scheduled on monthly instalments based on repayment erms.

4

12 months to 18 months, i accordance with



DEVELOPMENT ACTION FOR MOBILIZATION AND EMANCIPATION
MICRO FINANCE PROGRAM

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2012

7.6 Movement of loan portfolio

Opening balance as on U1 January
Disbursements made during the period
Recoveries made during the period
lLoans written oft during the period

Closing balance as on 31 December
8 ADVANCES, PREPAYMENTS AND OTHER RECEIVABLES

Acerued serviee charges on micro eredir loans
Advances o s ff

Advance mx

Advances for expenses

Acerued income on investments - TR
Prepaid insurance

Prepaid mack-up

Other receivables

9 FINANCE COST

Mark-up on long term loan:
Pakistan Poverty Allevianon and (PPAT
Tlabilb Bank Limired (HIB1)

| 2012 || 2011 |
[ Rupees |
459,313,993 368,824,621
921,180,000 605,306,000
(705,246,293) {496,349 402)
(10,966,958) (18,467,226)
664,280,742 450,313,903
10,060,858 6,999 924
238,332 101,256
924,077 722,234
91,651 32,889
1,892,947 1,301,678
107,561 152,842
. 274,737
575,535 244,659
13,890,961 9.920.219
78,571,061 61,262,788
11,355,674 1,370,548
£9,926,735 62,633,336
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DEVELOPMENT ACTION FOR MOBILIZATION AND EMANCIPATION
MICRO FINANCE PROGRAM

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

11

11.1

12

13

14

14.1

2012 | |

2011 |

Notes | Rupees |

INTANGIBLE ASSETS
Computer software licenses

Opening balance 11.1 -

Additions during the period 885,730 -

885,730

|Less: Amortization 147,622
Balance as on December 31, 2012 738,108
Licensed Software were acquired in 2012 from Microsoft Corporation at a cost of Rs. 885730 (US § 9.744), to comply

with the legal requirements, As per terms of agred

ament with the vendor, the software will be updated annually ata

nominal fee. These licenses do not have a finite usetul lite. Due o rapid developments  the I sector, the management

has decided to amortize their cost over a period of five years usinge the straight line method.
3 3 8

SECURITY DEPOSITS

“Ihis represents seeurity deposits againse rent of branch office buildings and intermer connection.

CREDITORS, ACCRUED AND OTHER LIABILITIES

Accrued expenses
Mark-up acerued
DAMIEN Relief Fand
Shore Bank International

Auddirors' remuneration

LONG TERM LOANS

Pakistan Poverry Alleviation Fund (PPAD)
i Tabily Bank Dimited (TTBL)

|Less: current maturity

losing balance

Pakistan Poverty Alleviation Fund
Orpening balance

Additions during the year

Repayments during the year

|Less: current maturity

Closing balance

14.1
14.2

14.1 & 14.2

14.3

824,135 084,000
139,412 51,986
1,026 1,026
150,000 150,000
325,000 300,000
1,439,573 1A487,021
581,832,607 485,342,190
151,618,421 55,000,000
733,451,028 510,342,190
(541,426,278) (359,830,017}
192,024,750 180,512,173
485,342,190 143,395,621
430,000,000 540,000,000
915,342,190 983,395,621
(333,509,583) (498,053 431
581,832,607 485,342,190
(429,807,852) (333,509,584)
152,024,755 151,832,606




DEVELOPMENT ACTION FOR MOBILIZATION AND EMANCIPATION
MICRO FINANCE PROGRAM

NOTES TO THE FINANGIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2012

[ 2012 || 2011 |

Notes | Rupees |
14.2 Ilabib Bank Limited
Opening balance:
131 -PRISM-] 14.4 55,000,000
[TBE-PRISM-T 14.5
Addirions durimg the year:
HBLAPRISM-] 5,000,000 55,000,000
HIBL-PRISM-LT 120,000,000 -
180,000,000 55,000,000

Repayments during the year:
1IB1-PRISM- (28,381,579) -
LHBE-PRISM-1I - 4
151,618,421 55,000,000

|Less: current maturity:
FBL-PRISM-| (31,618,422) (26,320,433)
[IBL-PRISM-TI (80,000,004) -
Closing balance 39,999,995 28,679,567

14.3  During the year, mark-up rate for Phase V11 of this loan remained 11.76% (2011: 10.76%) and the mark-up for Phase
VT remained 13.24% (2001 @ 13.24%).
Principal and mark-up are payable on quarterly basis,
I'his loan s secured against
a first charpe on micro credic sub loans created/ financed from the proceeds of the loan.
the promissory note executed by the Board OF Directors to pay on order the full amount of financing together with
service charges.
~a first charge on all assets/capital items created out of PPAL financing agreement,

14.4 A demand fmance loan obtained from | Tabib Bank Vimired to enhance the existing Miero Credit Program of the
s,

lastitudon. The sanctioned limic is Rs. 60 million, "Uhis loan carries mark up @ 10 % per anoum (1% p.a. over deposit
rate of 9 % pal.
~Principal and mark-up are repayable in 18 monthly instalments. Principal repayments started from April 2012 after a
grace period of 6 months.

“Lenure ol the facilivy is 2 years,

Mark-up is repayable on monthly basis in arrears.

-Minimum spread of 1% o be maintained at all times over and above the deposit rre.
I'his loan is secured against

-Cash guarantee in shape of TDRs for Rs. 55 Million of which Rs. 15 million is provided by DAMEN and the remaining
s, 40 million s provided by PPA P under their Micro finance Innovation and Outreach Program (MIOP) /Program for
Inercasing Sustainable Micro finanee (PRISM). The TDRs carry mark up @ 9 % per annum.

14.5 A demand finance loan has been obtained from | labib Bank Limired ro enhance the existing Micro Credit Program of
the institution. The sanctioned limit is Rs. 165 millior. This loan carrics mark up (@@ 11.5% per annum (1% pa. over
deposit rate of 10.50% p.a).

Principal and mark-up arc repayable in 18 monthly instalments. Principal repayments o start from January 2013 afier o
prace period of 6 monchs.

Tenure of the facility is 2 years.

Mark-up is repayable on monthly Lasis in arrcars.

Adinimum spread of 1% to be maintained acall times over and above the deposir rate.
This loan s sceured apainst:

Cash guarantee in shape of TDRs for Rs. 120 Million of which Rs. 10 million is provided by DAMIEN and the remaining
Rs. 110 million is provided by PPAL under their Micro finance lnnovation and Outreach Program (MIOP) / Program for
Increasing Sustainable Micro fnance (PRISM). The TDRs carry mark up @ 10.5% per annum.

M




DEVELOPMENT ACTION FOR MOBILIZATION AND EMANCIPATION

MICRO FINANCE PROGRAM

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

14.6 Quarterly Movements in long term loans

15

[_ 2012 ]
1st quarter 2nd quarter 3rd quarter 4th quarter
Rupees
Opening Balance
PPAL 485,342,190 542,458,897 589,344,486 534,608,252
1B1-PRISM-I 55,000,000 55,000,000 51,239,266 41,636,018
TIBL-PRISM- - - 40,000,000 120,000,000
540,342,190 597,458,897 680,583,752 696,244,270
Additions
PPALY 164,000,000 140,000,000 16,000,000 110,000,000
HBL-PRISM-1 - 5,000,000 - -
[BL-PRISM-11 - 40,000,000 80,000,000 -
164,000,000 185,000,000 96,000,000 110,000,000
Repayments
PPAL 106,883,293 93,114,411 70,736,234 62,775,646
HBL-PRISM-I - 8,760,734 9,603,248 10,017,596
LHIBL-PRISM-1T - - - -
106,883,293 101,875,145 80,339,482 72,793,242
Closing balance
PPAL 542,458,897 589,344,480 534,608,252 581,832,606
TBL-PRISM- 55,000,000 51,239,266 41,636,018 31,618,422
[IBL-PRISM-1T - 40,000,000 120,000,000 120,000,000
597,458,897 680,583,752 696,244,270 733,451,028
2011
1st quarter 2nd quarter 3rd quarter 4th quarter
Rupees

Opening Balance
PRAL
FIBE-PRISM-]

Additions
PPAL
HBL-PRISM-1

Repayments
PRAL
HBL-PRISM-1

Closing balance

PPAL
HIBL-PRISM-I

DEFERRED GRANT

Creants related o fixed assers

Crrants related to capacity buildmg

M

443,395,621

456,842,488

443,395,621

466,678,670

448,140,058
20,000,006}

156,842,488

140,000,000

466,678,670

168,110,058

140,000,000

140,000,000

105,000,000
RORVVTRY]

155,000,000
35,000,000

140,000,000

126,553,133

125,000,000

190,000,000

130,163,818

126,553,133

123,538,612

117,797 868

130,163,818

123,538,612

117,797 868

456,842,488

466,678,670

156,812,188

448,140,058
20,000,000

485,342,190
55,000,000

466,678,670 168,140,058 540,342,190
| 2012 | | 2011 |
Notes| Rupees |

15.1 2,100,064 2,827 406

15.2 2,014,952 861,352

4,115,016 3 688,758




DEVELOPMENT ACTION FOR MOBILIZATION AND EMANCIPATION
MICRO FINANCE PROGRAM

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2012

15.1

15.2

16

16.1

17

18

19

20

21

| 2012 |1 2011 |
Notes | Rupees |
Grant related to fixed assets
Opening balance 2,827,406 1,308,959
Funds recetved feapitalized during the period - 2373000
2,827,406 3,681,959
less: awmortization (727,342) (854,553)
2,100,004 2,827 4060
Grant related to capacity building
Opening balance 861,352 300,000
Punds received during the period from:
Pakistan Poverty Alleviation Fund (PPALY) 2,960,000 3,396,660
Pakistan Microfinance Network (PMIN) 581,069 -
3,541,069 3,396,660
S8 amortzation (2,387,469) (2,535,308)
2,014,952 861,352
ENDOWMENT FUND
Pakistan Poverty Alleviation Fund (PTPALY) 16.1 74,000,000

1o strenpthen the financial position of DAMEN as a Micro Finance Tnstitution, an Eoadowment Fund has been created

by Pakistan Poverty Alleviation Pund (PPATY) under their PRISM program. The terms and conditions associated with the

Fndowment Fund will remain applicable ll three years from the dare of receipt of the funds. As per these reems, 50 %

of the Tunds could be used as guarantee money for obtaining seeured loans from commercial banks & the remaining 50%

could be deposited with commercial Danks rated AN, with competitive terms & conditions. The income from the

investment may be utilized either for operadonal expenses or increasing the loan portfolio.

GENERAL FUND - Micro finance program

Opening balance 50,234,654 71,042,989
Surplus for the year 41,831,863 9,001,051
Transterred to Sustmnabihty Reserves - soctal sector program - {29,809,3806)

92,066,517 50,234,654

DONATED FUNDS

This represents funds reccived from Trust for Voluntary Organizations against financing of lending operations.

RESERVES - Micro finance program

Bonus reserves

Bad debr reserves

PROFIT ON INVESTMENTS AND BANK DEPOSITS

Profit on Investments - T'DRs

Profit on bank deposits

1,063,968 1,063,968
146,750 146,750
1,210,718 1210718
6,741,957 4247 913
16,769,609 19,637,870
23,511,566 23885783

CONTINGENCIES AND COMMITMENTS

There were no contingencics and commitments to report at the year end. (2011 Rs. Nil)

8




DEVELOPMENT ACTION FOR MOBILIZATION AND EMANCIPATION
MICRO FINANCE PROGRAM

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2012

Notes|

22 GENERAL AND ADMINISTRATIVE EXPENSES

Rent, rates and faxes

Flecerictty, water and pas

Repair and maintenance

Vehicle running and maintenance
Communications

Legal and professional charpes
Stamp papers

lee and subscription

Printing and statdonary

Oyftice supplies

T'raveling and conveyance

Bank charpes

Auditors' remuneration
Insurance

Depreciation

Amortisation on intangible asscts
Networking and linkages Sinstitational assessments
L-CLB charges

Chther expenses

Less: Common costs allocated to social secror program

23 OTHER INCOME

Financial income

Bad debrs (written off} recovered

Profic commission on msurance

Non-financial income
Giain on disposal of operaring tixed assers
[Facilitation charges

Other income

24 Operational Self Sufficiency (0SS) Ratio

Total financial income
Profit on investments and bank deposits

Orher income

Toral income

linance cost

Provision against non-performing loans - net

Administrative expenses

Total expendiure

| 2012 |1 2011
Rupees
2,735,481 2,015,855
1,746,728 1,475,835
2,205,070 2,076,518
3,419,032 2,726,933
1,363,114 1,334,968
735,830 963,654
916,097 864,996
285,713 133,979
1,307,141 1,073,954
1,625,205 | 408,432
2,178,860 1,484,093
1,502,440 1,027,954
325,000 300,000
2,488,345 2,402,849
3,175,799 2,522,740
147,622 :
366,173 610,954
575,237 202781
258,083 59474
27,356,970 22,775,969
73,728 54,614
27,283,242 22721 355
1,593,978 1,365,490
- 1,780,173
1,593,978 3,145,663
- 1,989,144
- 98,000
83,800 -
83,800 2,087,144
1,677,778 5,332,807
204,348,662 133,562,523
23,511,566 23,885,783
1,677,778 5,232 807
229,538,006 62,681,113
89,026,735 62,633,336
15,662,230 19,152,126
85,231,989 75,584,461
190,820,954 157,560,923
120% [03%

Operational Sclf Sufficiency (OS8S) Ratio

M




DEVELOPMENT ACTION FOR MOBILIZATION AND EMANCIPATION
MICRO FINANCE PROGRAM

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2012

25

26

27

28

29

30

TAXATION

The Society is 4 "Non-profit Organization™ as defined under Section 2(36) of ‘The Income T'ax Ordinance, 2001 and
holds an exemption certificate from Federal Board of Revenue (FBR) under Clause 58(3) of Part 1 of Second Schedule w
the said Ordinance 2001,

| 2012 | | 2011 |

Notes | Rupees |
CASH AND CASH EQUIVALENTS
Cash and bank balances 5 116,903,720 89,223 631
Short term investments 6 116,953,741 41,028,458
233,857,467 130,252,089
NUMBER OF EMPLOYEES
The Society employed 80 loan officers (2011: 74} and 107 other employees (2011 119) as at the year end.

RELATED PARTY TRANSACTIONS

Partics are considered to be related if one party has the ability to control the other party or exercise significant influence
over the other party in making financial or operational decisions and include key management personnel.

Related parties comprise directors, their close family members, their companies and programs run by the Society. 'The
Socicty has a policy wherehy all transactions with related parties are eatered into arm's length basis, Transactions with

related partics during the year are as follows:

DAMEN - Social Secror Program

Payable 483,300 781,397
Rene expense 600,000
GENERAL

Figures have been rounded off to the nearest rupee.

DATE OF AUTHORIZATION

These Hnancial statements have been approved by the General Body and authonsed lor 1ssue on -0 \- 2013.
Pt ¥ ! 2.

o S | Tee

EXECUTIVE DIRECTOR

L




