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AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed balance sheet of DAMEN Support Programme (‘the Company®) as at June 30, 2015 and
the related income and expenditure account and statement of changes in general fund together with the notes forming part
thereof, for the year then ended 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 our audit.

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

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

a) in our opinion, proper books of account have been kept by the Company as required by the Companies Ordinance,
19864,

b) in our opinion:

(i) the balance sheet and income and expenditure account together with the notes thereon have been drawn up in
conformity with the Companies Ordinance, 1984, and are in agreement with the books of account and are further in
accordance with accounting policies consistently applied;

(i) the expenditure incurred during the year was for the purpose of the Company's business; and

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

¢) in our opinion and to the best of our information and according to the explanations given to us, the balance sheet,
income and expenditure account and statement of changes in general fund together with the notes forming part thereof
conform with approved accounting standards as applicable in Pakistan, and, give the information required by the
Companies Ordinance, 1984, in the manner so required and respectively give a true and fair view of the state of the
Company's affairs as at June 30, 2015 and of the surplus and statement of changes in general fund for the year then
ended; and

d) in our opinion no Zakatl was deductible at source under the Zakat and Ushr Ordinance, 1880.

We draw attention towards note 25 to the financial statements which describes that the Company is in process of
seeking approval under section 2 (36) of the Income Tax Ordinance, 2001 and accordingly, no provision of taxation has
been made in these financial statements. Our opinion is not qualified in respect of this matter.

éﬁgﬁ% MﬁT%M / s

Engagement Partner: Imran Afzal
Lahore

Dated: '[it"é};.‘i" /, uwa_

Chartered Accountants
Member of Grant Thornton International Ltd

Offices in Karachi & [slamabad




DAMEN SUPPORT PROGRAMME

{A company set up under section 42 of Companies Ordinance, 1984)

BALANCE SHEET
AS AT 30 JUNE 2015

ASSETS

Non-current assets

Micro credit loan portfolio-non current portion
Property, plant & equipment

Intangible assets

Security deposits

Current assets

Cash and bank balances

Short rerm investment

Micro eredit loan portfolio

Advances, prepayments and other receivables
Advance tax

Accrued income on investments - TDRs
Accrued service charges on micro credit loans

Total assets

EQUITY & LIABILITIES

Equity (Funds

Endowment Fund-Pakistan Poverty Alleviation Fund
Endowment Fund-DAMEN-Society

Accumulated Surpluses

Transfer to Microcredit Loan Revolving Fund

Microcredit Loan Revolving Fund

Non-current liabilities

Long term loans

Deferred prant

Total non-current liabilities

Current liabilities

Current portion of long term loans

Shott term borrowing

Trade and other payables

Mark up payable

Total current liabilities

Total liabilities

CONTINGENCIES AND COMMITMENTS

The annesed notes 1 to 33 form an integral part of these financial stalements.
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CHIEF EXECUTIVE OFFICER

| 2015 |
Note | Rupees |
8 51,501,083
4 12,806,808
5 295,244
592,985
65,196,120
& 141,331,272
7 121,109,237
8 1,022,685,731
g 13,559,456
183,242
2,370,222
17,517,580
1,318,756,740
1,383,952,860
10 106,000,000
11 139,315,087
12 61,959,358
(115,290,206)
85,984,239
13 115,290,206
307,274,445
14 232,139,595
15 1,276,559
233,416,154
14 818,290,051
16 15,497,383
17 9,322,496
152,331
843,262,261
1,383,952,860
18 Z
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DAMEN SUPPORT PROGRAMME

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

INCOME AND EXPENDITURE ACCOUNT
FOR THE YEAR ENDED 30 JUNE 2015

Service charges on micro credit loans
Rerurn on investments and bank deposits
Less:

Finance cast

Branchless banking charges

Less:

Provision against non-performing loans - net

Non Service charges Income

Documentation, insurance & other charges

Salaries, wages, stipends and other benefits
General and adnumstrative expenses

Training expenses

Non Operating Income

Other Income

Start up donaton by members

Deferred prants amoriized [ wtifized:
relating to fixed assets

- relatng to capacity building

Net surplus for the year
Provision for taxation
Net surplus for the year after tax

Operatonal Self sufficiency (OS5) Ratio

The amnexced moter | fo 33 form an indegral pard of these financal siatements.
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CHIEF EXECUTIVE OFFICER

Note

19

20

8.3

21

22

23
24

15.1
15.2

25

26

2015 |

Rupees _]

180,898,507
14,029,787

194,928,294

(56,435,711)
(10,207,172)

(66,642,883)

128,285,411

(11,789,940)

116,495,471

25,995,300

142,490,771

(53,973,260)
(27,520,646)
(1,011,079)

(82,504,985)

59,985,786

552,593
800,000

286,516
334,463

620,979

1,973,572
61,959,358

61,959,358

138“ ]
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DAMEN SUPPORT PROGRAMME

(A company set up under section 42 of Companies Ordinance, 1984)
CASH FLOW STATEMENT

FOR THE YEAR ENDED 30 JUNE 2015

CASH FLOWS FROM OPERATING ACTIVITIES

Net surplus for the year
Adjustments for non cash items :
Depreciation
Amortisation on intangible assets
Amortization of deferred grants:
- relating to fixed assets
- relating to capacity building
Finance cost
Branchless banking costs
Gain on disposal of operating fixed assets
Provision against non-performing loans

Operating surplus before working capital changes
(Increase) /decrease in:

Advances, prepayments and other receivables

Miero credit loan portfolio

Security deposits
Increase/ (decrease) in;

Trade and other payables

Operating deficit after working capital changes
Finance cost paid
Net cash used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Addition in fixed assets

Proceeds from disposal of operating fixed assets

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

DAMEN Society - Cash balances

Grant received relating to capacity building

Net proceeds from Running Finance Facility

Net proceeds from long term loans

Net cash from financing activities

Net change in cash and cash equivalents

Cash and cash equivalents at the beginning of year
Cash and cash equivalents at the end of year

The annexced notes 1 to 33 form an integral part of these financial statenents.
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CHIEF EXECUTIVE OFFICER

2015

Note |

Rupees

61,959,358

15.1
15.2
20

8.3

2,211,919
88,573

(286,516)

(334,463)
56,435,711
10,207,172
(46,194)
11,789,940

80,066,142

142,025,500

(9,787,006)
(132,974,821)
73,112

2,969,035

(139,719,680)

2,305,820
(64,963,169)

(62,657,349)

(1,818,119)
231,845

(1,586,274)

334,675,988
334,463
(128,159)

(8,198,160)

326,684,132

262,440,509

27

262,440,509
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DAMEN SUPPORT PROGRAMME

(A company set up under section 42 of Companies Ordinance, 1984)
STATEMENT OF CHANGES IN EQUITY (FUNDS)

FOR THE YEAR ENDED 30 JUNE 2015

Endowment Accumulated
Endowment Fund- Micro Credit Loans Surplus Total
Fund-(PPAF) (DAMEN revolving Fund (General Funds
Society) Fund)

Crpemng balance as on 10 Clciober , 2014
Transiorred from DAMEN-S u:i::t_t Vs, LIEI A0 139,315,047 - 245 315,087
Mt surplus for the penod i1, 459 358 i1 Y58 35K
Transfierred 0 Micro Credo Looans Revolvmyg, Fund (TH4A 1) 115200 200 144,344 5HT) -
Balance as at 30 June 2015 106,000,000 68,374 468 115,290,206 17,609,771 307,274 445

T awmencedd wotes | fn 33 forme i fsegrad part of these finascial dalements,

i
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DAMEN SUPPORT PROGRAMME

(A company set up under section 42 of Companies Ordinance, 1984)
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2015

1
1.9

1.2

3.1

3.2

STATUS AND NATURE OF THE BUSINESS

DAMEN Support Programme (the Company) was set up on 10th October 2014 as a non profit organization under section 42 of
the Companies Ordinance 1984. Damen Support Programme has 25 field offices within vicinity of Lahore, Kasur, Sheikhupura &
Nankana Districts,

The principal activity of DAMEN Support Programme is to provide cost effective micro finance services to poor in order to
enhance their economic role. DAMEN Support Programme provides non financial services in the form of trainings both to its
clients and staff.

Following assets, liabilities and accumulated surplus have been transferred to DAMEN Support Programme from Development
Action for Mobilization and Emancipation™ (DAMEN) society w.e-f 01-01-2015.

Description Amount (Rupees)
Micro credit loan portfolio-non current portion 77,260955
Micro credit loan portfolio-current portion 875,740.978
Property, plant & equipment 32,352,928
Praperty, plant & equipment-accumulated depreciation (18,966,669)
Intangible asscts 383817
Security deposits 666,097
Cash and bank balances 186,027,388
Short term investment 148,648,600
Advances, prepayments and other receivables 23,843,494
Long term loans (1,058,627 ,806)
Deferred grant (1,563,075}
Short term borrowing (15,625,542)
Trade and other payables (4,826,078)
Endowment Fund-Pakistan Poverty Alleviation Fund (106,000,000
Endowment Fund-Society (139,315,087)

STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with approved accounting standards, as applicable in Pakistan and
the requirement of Companies Ordinance 1984, Approved accounting standards comprise of Accounting and Financial Reporting
Standard for Medium-Sized Entities (MSEs) issued by the Institute of Chartered Accountants of Palastan. In case requirements
differ, the requirements of the Companies Ordinance 1984 shall prevail.

BASIS OF PREPARATION

These accounts have been prepared under the historical cost convention using accrual basis of accounting,

Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For purpose of cash flow statement, cash and cash equivalents
include cash in hand, demand deposits, other short term highly liquid investments that are readily convertible to known amount
of cash and which are subject to an insignificant risk of change in value,

Operating fixed assets

All operating assets except intangible asset

Opermting fixed assets except freehold land are stated at cost less accumulated depreciation and impairment losses, if any.
IFreehold land is stated at cost less impairment loss, if any.

Depreciation on all operating fixed assets is charged to income on straight-lime method so as to write off the historical cost of
assets over estimated useful life at ries specified in the Note

aim




DAMEN SUPPORT PROGRAMME

{A company set up under section 42 of Companies Ordinance, 1984)
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2015

3.3

3.4

3.5

3.6

Full month's deprecition i charged on addinons while no deprectanion s charged in the month of disposals dudng the gear.
Imparement loss or ats reversal, if any, 5 charged to income. Where an impawrment loss 15 recognized, the deprecintion charge 15
adjusted in the future vears ro allocate the asset’s revised carrving amount over its estimated vseful Life.

The gain or loss on disposal or cenrement of an asset 15 recognized as an income or expense.

The assets’ residual values and estimated nseful fives are reviewed ar least ar cach balance sheer dare and impact on depreciation is
adpsted, 1f sigmfieant,
Intangible asset

\n intangble asser s an dentifiable non-monctary asset without physical substance. An imtangble asset 15 recopmuzed i i s
probable that the future economic benefits that are atenbutable 1o the asset will fow o the arganization and thar the cost of such
asset can also be measured relinbly. Cost of the mranpible asset includes purchase cost and directly attributable expenses incidental
toy brang the asset for s mrended vse;

Intangible assets are stared ar cost less accumulated amortization and accumulated impairment losses; of any. Amornzanon 1s
churped over the estimated useful hie of the asser on a systemanc basis by applying the straight line method from the month when
such asset 15 avalable for use

Useful lives of mrangble assets are reviewed at cach balance sheet date and impact on amortizanon s adjusted, if sygmificant.
Borrowings

Lenns and hovrowsngs are initully recorded at procceds received which s considered to bie equal o ats far value. Finance cost 15
accounted for on acerual basis and 15 included e creditors, acerued and other labilives to the extent of the amount payable as on
balunce sheet date.

Boreowing: costs direetly artributable to the acquisitom, constructon or producnon of quahifbving asset, which are assets that
necessanly ke a substannal vear of time to et ready for their intended vse or sale, are added 1o the cost of those assets, untl
such nme as the assers are subsmnnally ready for thete intended wse or sale. Tnvestment meome carned on the wmporary
investment of specific borrowings pending their expendituee on qualifying asset is dedueted from the borrowing costs clighle for
capitalization, Al other borrowing cost are reeognized in income and expenditure account in the year in which they are meurad.

Income recognition

Service charpes and meome on loan portfolio are accounted for on acerual basis and collected with loan msmlments: These are
caleukated by using declining interest method at the sate of 0.95/day /1,000 Rupees on outstanding loan balance,

Service charpes on loan portfolio are accrued on late loans for up to 30 days. After 30 days, ke Joans are dassified as non
performing and further acerual of service charges censes.

Documentation, insurance & other charges and loan processing fee colleered from macro credit loan customer s recopnized when
received, The fee is eharged at the vate of 3% of the loan amount

I'rofit an bank deposits is recopnised on acerual basis,

Donations in kind are recognized at fair marker value as and when donared items are recenved

Return on investments is recopnized on acerual basis,

Bad debts recovered are added to current yeur's income .

Functional and presentation currency

Uhese financial statements are presented i Pak Rupees which is the Company's functional and presentation currency
Recognition of grants

Funds provided by donors to subsidize operanng and administrative expenses are secognized as prant mcome as per term of
agreemunt with donors,

Funds utilized for acquinng fixed ussets are raken to deferred grant and amaorized aver the useful hife of rhe assers

Cirants relared to capacity building are taken 1o defersed grant and amornzed as actual expenses meureed on account of capacity
butlding

G




DAMEN SUPPORT PROGRAMME

(A company set up under section 42 of Companies Ordinance, 1984)
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2015

Tl Micro credit loan portfolio
These are stared net of provision for non-perfarming loans, if any. The outstanding principal of the loans, payments against which
are overdue by over 30 days s classified as non-performing.

3.71 Loan loss provision
The Loan Loss Provision shall be the Higher of geneeal and specific pronvasions,

3.7.1.1  General provision

n

General provision 1 made @ 5 % of the gross outstanding lean balances . This 18 mclusive of speaific provision The rare has

been fixed as per reguirement of the lender.

3.7.1.2 Specific provision

CGieneral provision, specifie provision for potential loan losses 13 made for all non-performmg loans as follows:

Satens Loans in arrears/ Instalment over |Percentage of outstanding
Uy due principal

Chrther Assots Loans in arrears (instalment overdug) foe 30
Fspecially Mentioned days o more but less than 60 days
(OATM)
Substandacd |avang in arcears (mstalment overdue) for 61 25%
days or more but less than 20 days.

Daubretul |.ang in arrears (nstalment overdue) for 91 50%
days or more but less than 180 days

Livss Lasans in arrears (nstalment overdue) for 181 100%:

days e more,

3.7.2 Write-Off
Al non-performing loans are wnitten off after one month of clissification as loss. However, the Company, continues is efforts
for recovery of the watten-off loans, Loans are classified as'loss when instalment are overdue for 181 days or more

3.8 Foreign currency translations
Al monetary assets and liabilines i forepn currencies are ranstated mro Pak Rupees ar exchange rate prevailing ae the balinee
sheor dare. Transactions in foreign currencies are teanshited nto rupees at the spot rarcs. All non monetary items are translated
mie rupees At exehange rates prevaling on the dates of tansactions or on dates when fair values are derermined
Ixchange differences are included m income currently

3.9 Short term investments - Held to maturity
Investments classificd as held 10 maturity are recognized ininally at fair value, plus arributble transaction costs. Subsequent to
winal recognition these are measured avamornsed cost using the effectve interest method,

3.10 Employees retirement benefits

The Company operates a recoprized pravident fund for all its permanent employees. Foual manthly contributions are made to
the fund both by the Company and the emplovees at the rate of 10 pereent of the basie salary, Obligation for contabutions
defined contaburion plan s reengnized as an expense w the profit and loss account as and when imcurred.

3.1 Taxation
Tax chasge for current taxation is based on taxable income at the current rates of txanon after tking mto account the applicable

tax credits and rax rebares realized, ifany.

G




DAMEN SUPPORT PROGRAMME

(A company set up under section 42 of Companies Ordinance, 1984)
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2015

3.12

3.14

3.15

Provisions

Provisions are recapnized when, and only when, the Company has o present obliganon {legal or constructive) as a cesult of a past
event and 1t 15 probable that an outflow of resources embodying cconomic benefis wall be required 1o seutle the obliganon and a

relable estimite can be made of the amount of the obligation. Provisions are reviewed at éach balanee sheer date and adjasted o

reflecred the current best estumate

Use of Estimates

I'he preparation of financial sttements requires the use of certun eritical accounting estimates. [t also regquires the management
to exereise ies judgment i the pracess of applang the Company's accounning policies. Fstmates and judpments are continually
evalusted and are based on historieal expénence, including expeetanion of future events that are believed (o be reaseonable under
the circumstances, The arcas where various assumptions and estimates are sypmificant (o the Company's fnancul statements or
where judpments were exeresed in appheanon of accountng policies are below:

Clperanng fxed assers - Tangmble and mranmble
- Miero credit lian portiolio

Advances, prepayvments and other recervables

Creditors, aceroed and other labilines

Advances, prepayments, deposits and other receivables

Advances, prepayments and other receivables are carred at onginal cost less an estimate made for doubtful debts based on a
review of all outstanding amounts ar the vear end, Bad debts are written off, when idenufied,

Trade and other payables

These are recognized usimg the rade date accountmg and are measured wnally ar fair value,

i
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DAMEN SUPPORT PROGRAMME

{A company sct up under section 42 of Companies Ordinance, 1984}
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2015

4 Property, plant & equipment

2015
COsST DEPRECIATION BOOK
Addition during the period Adjustment VALUE
AS AT RATE
DESCRIPTION As at 10 As at 30 As at 10 Charge for As at 30
Dutobar, 2a04] T ustereed Addition Aispass) June, 2015 |Octobar,2018| T TNESIT | on didhoralc | thepering | June; 2015 i
from from | June 30
DAMEN-Society DAMEN-Society 2015
Furttiture and fimngs ] 152198 (21.5436) 4,358 361 2AGTATY (292 179,109 2,625,568 1,732,793 ]
Uffece equapment 205444 4616321 2978210 209,745 3,187,955 1,428 366 A1
Lo T eiuipment 448 5RT 7,576,161 05,05 (187,550 400,746 6,228,361 1,347,600 i%)
934800 16,340,493 THETLS {55,590 1422319 8,042,444 8,298,049 20
As 3t 30 June, 2015 A 1,818,119 (1,279,711) 32,891,336 £ 18,966,669 (1,194,060) 2,211,919 20,084,528 12,806,808
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DAMEN SUPPORT PROGRAMME

(A company set up under section 42 of Companies Ordinance, 1984)
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2015

2015
Note Rupees
5 INTANGIBLE ASSETS
Computer software licenses
Uipemng halanee 5.1 =
Iransfer from DAMIEN-Soowry 383,817
Less-Amurtizanon (88,573)
Closing Balance 295,244
5.1 Lacensed Software were acquired by DAMEN society m 2002 from Microsoft Comomnaon ar a cost of Rs. BR5,730 (LIS 5 9744}, o comply

with the tegal requirement. As per terms of agreement with the vendor, the safrware will be updared annually ar a nominal fee, These licenses
do not have a finie wseful hie. Puoe womapid developments i the 11 seetor, the management has decided o amornze there cost over a year of
five veurs; , ustmg the strght line method

6 CASH AND BANK BALANCES
{ash m Jrand 147,411
Cash with banks:
In currenr accounts 22,211,157
I r.[t"pn.\-"ll RECUUIEE 118,972,704
6.1 141,183,861
141,331,272
6.1 Bank accounts having balances of Rz 106,279 mullion arc tn the name of BAMEN soacty instead of company. Cuarrently, the company 110
the process of convernng such accounts in the name of company.
7 SHORT TERM INVESTMENTS
Held to muatunty
||'L-.|a.u|'y Hill 7.1 36,460,637
Lerm Dleposit Receipts (TDR=) 7T.2&7.3 54,648,600
121,109,237
7.1 Tlias amoanes repeesents mvestment w1 halls For the penod of B4 days starting from 25th June 2005 and mature on 17th September 2005 ar
the rate of 6.84 % 1]11'nup||1 Bank Al Halab lvsed.
7.2 These represent myvestments in Teem Depostt Receipes with term of 1 month to 1 year, These mvestments carey mick up mate r:m_ulng rom
6% 1 9.6.% 2014 : 5.53 %o ro. 1K1 5%0).
7.3 These melude restricted TDRs amountng to Rs, 106.1 Milbon { 2014: Re.106.6 Million)
B MICRO-CREDIT LOAN PORTFOLIO
Curent pormon 1,022,685,731
Mom-current portion 51,501,083
B.1 1,074,186,814
Notes 2015
Numbers Rupees PAR %age
8.1 MICRO CREDIT LOAN PORTFOLIO
Considered good 42,494 1,123 ,816,622 99.39
Considered doubtful (non-performing) 8.2 G12 6,906,340 0.61
43,106 1,130,722,962 100.00
Less: Speaifie provision 8.3 2,458,286
ess: General provision 8.3 54,077,862
56,536,148
1,074,186,814

W Jesans ane seeuted by way of =ocul guarantces
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DAMEN SUPPORT PROGRAMME

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

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

8.3

8.4

B.T

Particulars of non-performing loans

Miero eredit loan |'|ut|[_|ﬂiu mcludes Re. 6,906,340 which, as detmded below, have heen |"|l.1l:i.1| under ||n||-'|'|:'r1_urn1|ng Aratus:

| 2015
Amount Pravision Pravision
Classification outstanding Percentage required hold
Rupoes Rupees
CAEM 2.061,220
Sub-standard | A36, 486 23% 330,132 359,122
LXsuhefal 2618940 50" 1,308 470 1,308 470
laims 789,694 OO TE9.694 789,604
6,906,340 2,438,286 2,458,286
Movement of provision against non-performing lean is as under:
Notes 2015
—_ -Rupees-
Specific General Total
Clpeming balance = 3 =
ransferred from DAMEN-Socety 3,068,088 47,089,908 50,157,996
(Charge for the penod 4,801,987 6,987,954 11,789,941
Amauntswritren Gff dunng the penod (5,411, 789) - (53.411,78%)
Closing balanec 2,458,286 54,077,862 56,336,148
Particulars of amount written off
\pamst provision 5,411,769
[hes represents non performang loans overdue for more than 210 days
Sources of funding used to finance Gross Loan Portfolio (GLP)
2015 |
PKR || Y%age |
Pakigran Poverty Allevinon Fuond 1019176489 60
[Favsal Bank Lamred 21,218,589 -
Loy Revolviag Reserve of Damen Support Programme BOL3IZTH84 B
1,130,722.962 101
Portfolio by segment
lisan tvpes
I'tade and businesz 639,785,405
Tallarmg centre 172378439
Livestack 262 HTEALG
|Handerft-and embroidery 53,680,659
1,130.722.962

Portfolio quality report

Company's main - measure of loany d:—ilﬁqllt‘nc_\' 15 an aped Fterﬂlllrl-al-rlsk i boans are :iup:r'.llt‘d mtn classes depending on the number of

days they are over-due. For each class of loan, the aged pordfobo-at-nsk rano s caleulared by dividing the oursrandimg prmapal balance of

such class by u1l]srnndlng ]'mlu_'lrl.l] balance of the PTOSS loan pnl‘lft:hh

Loang are considered overdue iF any payment hag fallen doe and remained unpad for more than 30 daye The number of days of delay =

based on the difference berween reporting dare (cur off daee) and the ealeolaton of fully pad msradments subrracred from scheduled

mstalments, mulnply by the repayment cyele (30 days) and adding the resulnng days in the date of dishursement of lnan

aill




DAMEN SUPPORT PROGRAMME

(A company set up under section 42 of Companies Ordinance, 1984)
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2015

| 2015 |
Rupees Percentage
Loan portfolio
Current and up to 30 days late 1,123,816,622 99.4%
31 - 60 days late 2,061,220 0.2%
61 - 90 days late 1,436,486 0.1%
More than 90 days late 3,408,634 0.3%
1,130,722,962 100%

The company does not allow rescheduling or restructuring of loans,

During the period, loans were disbursed relating to single project with tenures ranging from 12 months to 18 months, in accordance with
needs of the borrowers, Loan repayments are scheduled on monthly instalments based on repayment terms,

| 2015 |

8.8 Movement of loan portfolio
Opening balance as on 10 October 2014 -

Transferred from DAMEN-Society at carrying amount 1,003,159,929
Disbursements made during the period 866,510,000
Recoverics made during the period (733,535,178)
Loans wrtten off during the period (5,411,789)
Closing balance as on 30 June 2015 1,130,722,962

9 ADVANCES, PREPAYMENTS AND OTHER RECEIVABLES

Advances to staff-considered good 367,098
Advances to supplier-considered good 695,000
Prepaid insurance 6,181,578
Prepaid mark-up 2,210,825
Other receivables 9.1 4,104,955

13,559,456

9.1 This includes an amount of Rs. 2,937,725 from DAMEN Society.

| 2015 |
Note | Rupees |
10 ENDOWMENT FUND- PPAF
Funds seceived from Pakistan Poverty Alleviation Fund (PPAL) 106,000,000

As part of the assets and liabilities transferred by Development Action for Mobilization and Emancipation (DAMEN-Society) to Damen
Support Programme with effect from st January 2015, the Endowment Fund created by Pakistan Poverty Alleviation Fund (PPAF) was also
transferred. The fund is meant to strenpthen the financial position of the company as a Micro Finance Institution, under theic PRISM
program. The terms and conditions associated with the Endowment Fund will remain applicable till three years from the date of receipt of the
funds by DAMEN-Society. As per these terms, 50 % of the funds could be used as guarantee money for obtaining secured loans from
commercial banks & the remaining 50% could be deposited with commercial banks rated AA, with competitive terms & conditions. The
income from the investment may be utilized cither for operational expenses or increasing the loan portfolio.

11 ENDOWMENT FUND -DAMEN Society 139,315,087

This fund is creared by "Development Action for Mobilization and Emancipation” (DAMEN) registered as a Society under the Societies
Registration Act of 1860. With effect from 1st January 2015, the Soctety transferred its endowment fund related to Micro Finance Operations
at carrying values to Damen Support Programme.

12 ACCUMULATED SURPLUSES (General fund)
Opening balance &

Surplus for the period 61,959,358
% 61,959,358
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13 Microcredit Loan Revolving Fund

Cipening balance =

Transferred from Endowment fund- Damen Society 70,940,619
Transterred [rom :-urplu:%r.':x for the |.‘n:1'!ul,i 44,349,587
Closing balance 13.1 115,290,206

In drder to reduce reliance on external funding sources 1o Gnance the Miceo Credin Loan Porttolio, the BOD has gven
approval to create a loan revolving reserve with an amount egual o 70% of Damen Support Programme's Cash
reserves at the balance sheet date. The asser side of this reserve will be represented by Micro Credit Loan portfolio (Net
of provisioning) financed though Damen Support Programmes own funds. Any difference will be adjusted through

disbursement/ recovery in the next quarter

13.1 Calculation of Loan Revolving Fund Reserve

Taral equity as on balinee sheet date 307,274,445
Less: Endowment fund from PPAF (restncred) 106,000,000
Un restocred equaty funds 201,274,445
Advances, prepayvments and other recetvables 10,621,731
Addvance tax 3,383,451
Vecrued 1ncome on investments - TDRs 2,370,222
Accrued seevice chiirges on muicro eredit loans 17,517,580
Praperty, plant & equpment 12,806,808
Intangilsle axsers 295,244
security deposits 592,985

Trade and other payables (9,584,980)
Mark up payable {152,331}
Deferred grant (1,276,559)
Net asser { excluding (OLP & cash & cash equivalents ) 36,574,151
Cash & Cash equivalents as on balance sheer date 164,700,294
70 % of above 115,290,206

| 2015 |

14 LONG TERM LOANS Note I Rupees I
Pakastan Poverty Alleviation Fund (PPATF) 14.1 991,527,663
Faysal Bank Lumted(FBL) 14.2 9,901,983
DAMEN-Soeiety 14.3 49,000,000
: 1,050,429,646

Less: Current maturity 10.1,10.2 & 10.3 (818,290,051)
Closing balanee 232,139,595

&
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14.1

14.2

14.3
14.4

14.5

14.6

Pakistan Poverty Alleviation Fund (PPAF)
Opening balance =
Transferred from DAMEN-Society 1,039,408,962
Received during the perod 309,000,000
1,348,408,962
Repayments during the peniod (356,881,299)
991,527,663
Less: Current maturity (808,388,068)
Closing balance 14.4 183,139,595
Faysal Bank Limited(FBL)
Opening balince §
Recerved during the period 14,214,495
14,214,495
Repayments during the period (4,312,512)
9,901,983
Less: Current matunty (9,901,983)
Closing balance 14.5 -
DAMEN-Society 14.6 49,000,000
Under the PPAF's Mark up policy, the 6 monthly KIBOR, prevailing on the fisst working day of January and July, apply
to the company mark up for the subsequent half year, with a floor of 8%,
Principal and mark-up are payable on quarterly basis.
This loan is secured against!
- a first charge on micro credit 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
- a first charge on all assets/ capiral items created out of PPAF financing agreement.
A demand finance loan obtained from Faysal Bank Limited to enhance the existing Micro Credit programme of the
company under the PRISM Endowment fund programme of PPAF. The sanctioned limit is PR 47 million, split off
between two portion of PKR 37 million and PKR 10 million. This loan carries mark up @ 9.96 % per annum (1% p.a.
over deposit rate of 8,96 % p.a).
_Principal and mark-up are repayable in 30 monthly instalments. Principal repayments stasted from June 2013.
“Tenure of the faciliry is 2 .5 years.
“Mark-up is repayable on monthly basis in arrears.
Minimum spread of 1% to be maintained at all times over and above the deposit rate.
This loan is secured against cash guarantee in shape of TDRs for Rs. 37 million of the company.
A demand finance loan obtained from Development Action for Mobilization and Emancipation (DAMEN) society to

enhance the existing Micro Credit programme of the company. Mark up rate equal to the 6 monthly KIBOR, prevailing
on the first working day of January and July, apply to the company for the subsequent half year, with a floor of 8%,
-The loan has a grace period of 5 years.

Principal repayments will stast from 30, September 2020,

“Mark-up is repayable on quartecly basis in arrears.

“This loan is secured against hypothecation of receivables amounting to PKR 49 Million.

Gt
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15

15.1

15.2

16

16.1

17

1741
18

19

Note
DEFERRED GRANT

Grants related to fixed assets 15.1
Grants related to capacity building 15.2

Grant related to fixed assets

Opeming balance
Funds received /capitalized during the period

Less: Amortzatdon

Grant related to capacity building
Openng balance
Transferred from DAMEN Society
Pakistan Microfinance Netwaork (PMN)

Less: Amoruzaton

Short term borrowing

Faysal Bank Limited 16.1

2015
Rupees

643,174
633,385

1,276,559

929,690

929,690
(286,516)

643,174

633,385
334,463

967,848
(334,463)

633,385

15,497,383

A Running Finance Facility has been obrained from Faysal Bank Limited with a limit of PKR 16 Million. The facility is
secured against cash deposits of PKR 16 Million and Hypo charge on receivables amounting to PKR 2 Million out of
the proceeds of this facility. The funds of this facility are used to enhance the existing Micro Finance Loan portfolio:
The facility carries mark up @ 9.94 % while the profit rate on TDR is 9.04 %. The guarantee money for this facility is

provided by PPAF under their PRISM-Endowment Fund initiative,
TRADE AND OTHER PAYABLES
Branchless banking charges payable

Accrued expenses
DAMEN Relief Fund
Other payables 171

This includes an amount of Rs. 800,000 payable to Ms. Naghma Rashid (CEO of the company).

CONTINGENCIES AND COMMITMENTS
There were no contingencies and commitments to report at the year end.
PROFIT ON INVESTMENTS AND BANK DEFPOSITS

Profit on Investments - TIDRs

Profit on bank deposits

GTH

1,666,254
6,481,129
375,113
800,000

9,322,496

4,237,226
9,792,561

14,029,787
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| 2015 |
Note | Rupees |

20 FINANCE COST

Merde-up om lomg ferme loan:

Pakistan Poverty Allevianon Fund (PPAF) 54,016,522
Faysal Bank Limired (FBL) 751,787
DAMEN-Sociery 292,513

Mark-up an shart ferm borroming:
Faysal Bank Limited (IFBL) 774,889
56,435,711

| 2015 |
| Rupees |

This represents the costd of documenranon (both office and legal), msurance premium for bife and health msurance of

21 Documentation, insurance & other charges

borrowers and their spouses, and the costs for eollecnon of loan instalments through branchless banking nenwarks,
clhients are charged @ 3% of the loan amount @ the nme of disbarsement,

| 2015 |

Note I Rupees |

22 GENERAL AND ADMINISTRATIVE EXPENSES

Rent, rates and raxes 2,745,175
Electoeity, water and gas 958,917
Repair and maintenance 2,278,361
Velcle mnning and mamtenance 2,561,190
Commitucations 1,289,497
Legal and professional charges 313,445
Stump papers 1,056,535
Fee and subsenpnon 150,000
Prinnng and stationary 1,316,581
Ofhice supphes 1,613,780
Traveling and convevance 2,115,171
Bank charges 572,154
Auditors' remuneration 412,500
[nsurance 4,219,391
Deprecranon 2,211,919
Amogtisaton on mtangible assets 88,373
Nenworking and inkages /insnmnonal assessments 928,874
E-CIB Charpes 349,376
Cable TV advernsement 110,600
Cither expenses 30,607

G 27,520,646
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l 2015 I
I Rupees I

23 OTHER INCOME

Income from financial asset

Bad debts (written off) recovered 463,955
Income from non-financial asset

Gain on disposal of operating fixed assers 46,194

Stuff advances B,265

Orther income 34,179

88,638

552,593

24 START UP DONATION

The represents the start up donation by four members who subscribed their names to the Memorandum and Articles of
Association of Damen Support Programme,

25 Taxation

The company is in the process of getting itself approved under section 2 (36) of the Income Tax Ordinance, 2001 for
getting entitlement of tax relaxation of section 100C (100% credit of tax Lability). The company has not made any
provision for taxation as its management and tax advisor are confident of getting such approval for rax year 2015 as
well

26 Operational Self Sufficiency (0S3) Ratio

Total financial income 206,893,807
Profit on investments and bank deposits 14,029,787
Other income 1,352,593
Total income 222,276,187
Finance cost & Branchless banking costs (66,642,883)
Provision aganst non-pecforming loans - net (11,789,940)
Administrative expenses (82,504,985)
Total expenditure (160,937,808)
Operational Self Sufficiency (OSS) Ratio 138%

| 2015
Note | Rupees
27 CASH AND CASH EQUIVALENTS

Cash and bank balances 6 141,331,272
Short tenn investments T 121,109,237
G 262,440,509
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28

29

30

30.1

31

REMUNERATION OF CHIEF EXECUTIVE OFFICER .
e Officar
Note Rupees
Basic pay 1,590,998
House allowance 514,404
Unlities allowance 128,598
Medical allowance 6,000
POL allowance 48,000
Communication allowance 30,000
2,318,000

CEQ is also provided with company maintained car along with driver. She is entitled to claim upto Rs. 10,000 of
medical expenses for a month.

NUMBER OF EMPLOYEES
The company employed 100 loan officers and 124 other employees as at the period end.

RELATED PARTY TRANSACTIONS

Parties 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 pecsonnel.

Related parties comprise directors, their close family members, members of the company, Provident Fund, DAMEN
society and programs cun by the society. Balances with related pasties are disclosed in relevant notes. Transactions with

related parties during the period, other than disclosed else where in financial statements, are as follows:

l 2015 I
Transactions with related parties Note I Rupees I

Loan obtained from DAMEN-society 49,000,000
Interest on loan from DAMEN-society 292,513
Contribution received from members 800,000
Rent paid to DAMEN-society 1,590,000
Salaries of son of director 30.1 420,510

Mr. Hamza Hussain employed as Development Coordinator and son of Mr. Adnan Afag, member and director of the
C[Jmpﬂ“&'.

DISCLOSURE OF PROVIDENT FUND

| 2015 |
Provident fund related disclosures Note I Rupees I

The following information is based on latest un-audited financial statements of the Fund:

Size of the fund - Total assets 27,433,796
Cost of investments made 25,925,486
Percentage of investments made 95%
Fair value of investments A 23,576,676

G
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3141

3.2

32
321
32.2

33

The break-up of fair value of investments is:
| 2015 |
Rupees %
Bank balances 18,876,676 80.07%
Defence saving certificates (held to maturity) 4,700,000 19.93%
Total 23,576,676 100%
The investments out of provident fund have been made in accordance with the provisions of Section 227 of the

Companies Ordinance, 1984 and the rules formulated for this purpose.

GENERAL

Figures have been rounded off to nearest rupees.

Corresponding figures has not been reproduced as it is first year after incorparation of the company.
DATE OF AUTHORIZATION

These financial statements have been approved by the Board of Directors and authorised for issue on 01-Oct-2015,
2015
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CHIEF EXECUTIVE OFFICER 3 DIRECTOR




