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Oither offices: Islamabad, Tahore,
AUDITOR’S REPORT TO THE BOARD OF GOVERNORS

We have sudited the annexed consolidated balance sheet of Sindh Agricultural & Forestry
Workers Coordinating Organization — Credit Ente rprise Development (the Organization)
as-at June 30, 2009 and the related consobdated mcome and expendimure account, consolidated
cash tlow statement and consolidated statement of changes in retained surplus together with the
notes forming part thereof (here-in-after referred o as the financial statements) for the year

civded June 30, 2009,

It 15 the responsibility of the Board of Governors to estzblish 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. Qur responsibility is to express an opinion on

these financial statements based on our sudit.

Except as discussed in the following paragraph, we conducted our zudit in accordance with
genetally accepted auditing standards. Those standards require that we plan and perform the
audit to obin reasonable assurance sbout whether the financial statements are free from
matcrial misstatement. An audit includes cxamining on a test basis, evidence supporting the
amounts and disclosures in the financial statements, An audit alse mcludes assessing the
accounting policies used and significant estmates made by management, as well as evaluating the
overall presentation of the finandial statements. We believe that our audit provides a reasonable

basis for our opinion and after due verificanon we report that;

1) The Organization has not made accrual for service chasges income on micro credit loans
outstanding at the year end. Owing to the narure of CED's records, we were unable to sausfy

ourselves as to the amount of acernal by other audit procedures.

2) The Organization has not made scerual amountng to Rs. 3,030,743 for markup expense on
PPAF loan outstanding at the year end.

Except for the matters stated in above paragraphs, in our opinion the financial statements
present fairly in all material respects the financial posidon of CED as at June 30, 2009 and of its
surplus for the year then ended, in accordance with the approved accountng standards as
applicable in Pakistan.

Chartered Accoontanss
Member of Grant Thornton International



Anjum Asim Shahid Rahman

Without qualifying our opinion we draw attention to the fact that as mentioned in note 14 to the
financial statements the Organization has not made any provision for current taxation, as
management is confident that the tax exemption certificate will be granted in compliance with
relevant clause of 2™ Schedule to the Income Tax Ordinance, 2001.

The financial statements for the year ended June 30, 2008 were audited by another firm of

Chartered Accountants whose report dated March 20, 2009 expressed an unqualified opinion

thereon,
Date: 7 Anjuni Asim Shahid Rahman
Karachi Chartered Accounmants
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SINDH AGRICULTURAL & FORESTRY WORKERS COORDINATING ORGANIZATION

CREDIT & ENTERPRISES DEVELOPMENT SECTOR
CONSOLIDATED BALANCE SHEET

AS AT JUNE 30, 2009
Note 2009 2008
wemee RUpEES maemen
ASSETS
Current assets
Cash and bank balances 4 11,535,290 24.162.203%
Micro credit loans to customers - net 5 205,830,923 137,497 318
Crrant recewvable from PPAF 9,203,692 3,676,935
Advances, deposits and prepayments ¢ 6 3,969,671 4,004,047
230,539,576 169,340,503
Mon-current assets
Fixed assers-tangible T 14,517,405 11,991,203
Fixed assets-intangible 8 211,000 316,500
14,728,405 12,307,703
245,267,981 181,648,296
LIABILITIES
Current liahilities
Loan from PPAF 2 176,473,680 125,659,033
Emergency Fund 10 4,492,025 2,130,524
Accrued and other abilines - 11 5,051,889 5,895,782
Dreferred grant for operations 12 585,641 3,643,645
186,603,235 137,328 986
MNon-current liabilitics
Deferred prane for fixed assets 13 7,429,073 4012335
Accumulated surplus 51,235,673 39,406,974
245,267,981 181,648,296
Contingency 14

The following amounts are completely ted to microfinance services:

- Assets: Micro credit loans to customers - net
- Liabilities: Loan from PPAF

The annexed notes from 1 to 25 fonm an integral part of these financial statements.

Manager Finance & Administration




SINDH AGRICULTURAL & FORESTRY WORKERS COORDINATING ORGANIZATION
CREDIT & ENTERPRISES DEVELOPMENT SECTOR

CONSOLIDATED INCOME AND EXPENDITURE ACCOUNT |

FOR THE YEAR ENDED JUNE 30, 2009

MNote 2009 2008
------ Rupees
INCOME
Service charges earned 15 51,571,497 33,578,792
Service charges expense 16 (9,133,519) (7,484,707)
Net service charges income 42,437,678 26,094,085
Charge to loan loss reserve 53 (2,620,751) (1,432,347)
Loans directly wnrtten off 53 (3,043,870) (1,046,739
Net service charges income after provision 36,773,057 23614799
Other income 17 1,204,784 1,283,822
37,977,841 24,898,621
EXPENDITURE
General and administrative expenses 18 39,268,401 30,102,050
Community tralning expenses 2,922,287 6,004,765
Other expenses 19 2,948,146 2,307 976
45,138,834 38,414,791
Net operating deficit (7,160,993 (13,516,170}
(Grant income 20 18,989,692 22194390
Met surplus for the year 11,828,699 B,678,220

The annexed notes from 1 to 25 form an integral part of these financial statemens.

i i ¥
Manage r Finance & Administration




SINDH AGRICULTURAL & FORESTRY WORKERS COORDINATING ORGANTZATION

CREDIT & ENTERPRISES DEVELOPMENT SECTOR
CONSOLIDATED CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2009

Mot 2009 2008
-—— Rupees --—
CASH FLOWS FROM OPERATING ACTIVITIES
Met surplus for the vear 11,825,699 B.G678.220
Admsisiment for
Drepreciation 1,733,248 1,415,897
Amortization 105,500 105,504
Charge to loan loss reserve 2,620,751 1432547
Loans directly written off 3,043,870 1,046,739
Service charges 9,153,519 7,484,707
28,465,887 20,163,610
{Increase) / decrease in operating assets
Micro credir loans to customers - net {73,998,226) (28,588 328)
Grant recervable from PPAF = (5,526,757) (3472399
Advances, deposits and prepayments E 3370 504,539
(79.490,607) {31,556,188)
Increase / (decrease) in operating liabilities
Emergency Fund 2,361,499 1411115
Accreed and other labiines (543,893) 5,490,730
Deferred peant for operadons (3,058,004) 1,963,617
(1,540,398) B B65 462
Service charges paid (9,133,819) (7,484,707
MNet cash used in operating activities {6L698,937) (10,011,823)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of fixed assets-tangible (4,259,450) (4,301,650)
Purchase of fixed assets-intangible - (422,004
Deferred grant for fixed assers 2,516,737 (6523100
Met cash (used in) / from investing activities (1,742,713) {5,465,960)
CASH FLOWS FROM FINANCING ACTIVITIES
Loan from PPAF 50,814,647 26,511,033
Met cash from financing activities 50,814,647 26,511,033
MNet decrease in cash and cash equivalents (12,627,003) 11,033,250
Cash and cash equivalents at beginning of year 24,162,293 13,129,043
Cash and cash equivalents at end of year 11,535,290 24,162,293

The annexed notes from 1 to 25 form an integral part of these financial statements,

Manmr%ﬁt%&'ﬁ‘atim




SINDH AGRICULTURAL & FORESTRY WORKERS COORDINATING ORGANIZATION
CREDIT & ENTERPRISES DEVELOPMENT SECTOR

CONSOLIDATED STATEMENT OF CHANGES IN RETAINED SURPLUS

FOR THE YEAR ENDED JUNE 30, 2009

Rupees
Balance as at June 30, 2007 30,728,754
Net surplus for the year 8,678,220
Balance as at June 30, 2008 39,406,974
MNet surplus for the year 11,828,699
Balance as at June 30, 2009 51,235,673

The annexed notes from 1 1o 25 form an integral part of these financial staterments,

‘*tié“’m;::- = 2_.4_,;__3- .

Manager Finance & Administration




SINDH AGRICULTURAL & FORESTRY WORKERS COORDINATING ORGANIZATION
CREDIT & ENTERPRISES DEVELOPMENT SECTOR _

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2009

1

11

21

STATUS AND NATURE OF OPERATIONS

Sindh Agriculrural and Forestrty Workers Coordinadng Orgenization (SAFWCO) s s notfor-profut
orgrruzation, registered on May 30, 1993 under the certificate of registration of Societies Act. XX of 1860.
The registered office of SAFWCO is siuated at Shahdadpur, Sindh. It is currently working in 3 distmets of
Sindh. It is engaged in activities compatible with the objectives of Pakistan Poverty Alleviation Fund
(PPAF) and deals with projects/programmes for helping the poor, landless and asset Iess in order to enable
them o gain access to resources for their producove self-employment, to encourage them 1w vundertake
actvities of income generation and poverty alleviation and for enhancing their quality of Life.

Credit & Enterprises Development Sector 15 2 segment of SAFWCO which started its operatons m 2000
and is engaged in programs for peverty alleviatdon through capacity building of SAFWCO and the
communities and through providing mucro credits to proups and individuals for income generaong
acovites. The operations are primarily funded through microfinance loans and grants received from PPAF,

SAFWCO has 15 branches (June 2008: 15 branches) in operatons as at June 30, 2009 and employs 152
(June 2008: 152) staff and consultants,

Basis of consolidation

Thesc consolidated financial statements include the Anancdial statements of following projects and funds:

PPAF Capacity Building I
PPAF Capacity Building II

PPAF Capacity Building IT1

PPAF Capacity Building IV
PPAF EDF Capacity Building
PPAF MIOP Capacity Building
PPAF MIOP Capacity Building 1
PPAF Micro Credit Account
PPAF MIOP Micro Credit Account
PPAF EDF Micto Credit Account
TUP Project

Emergency Fund Account
Revolving Fund Account
SAFPWCO-CED Fund Account

The assets, liabilites, income and expenses of projects and funds have been consclidated on a line by line
basis. Marerial intra-fund/ project balances and wansactions have been eliminated.

BASIS OF PREPARATION
Sratement of compliance

These fnancial statements have been prepared in accordance with International Financial Reporung
Standards (IFRS) issued by the International Accounting Standards Board, and in compliance with
disclosure guidelines for financial reparting by Microfinance Insttutions which are voluntary norms
recommended by 2 group of sponsors, including the donors who make up the Consultative Group to Assist
the Poor (CGAP) and the members of the Small Enterprise Education and Promotion network (SEEP).

D™



SINDH AGRICULTURAL & FORESTRY WORKERS COORDINATING ORGANIZATION
CREDIT & ENTERPRISES DEVELOPMENT SECTOR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

FOR THE YEAR ENDED JUNE 30, 2009

2.2 Standards, amendments and interpretations effective during the year but not relevant

23

24

25

The following standards, amendments and interpretatons to published standards are mandatory for
accounting periods beginning on or after July 1, 2008 but are not relevant to the SAFWCO's operations:

Effective date
{accounting periods
beginning on or after)

IFRS 7 - Financial Instruments: Disclosures April 28, 2008
1AS 29 - Financial Reporung in Hypeninflatonary Economies April 28, 2008
IFRIC 13 - Customer Loyalty Programmes July 01, 2008

IFRIC 14 - 1AS 19 The Limit on Defined Benefit Azzer,

Minimum Funding Requirernents and their interaction January 01, 2008
Standards, interpretations and amendments to published approved accounting standards that are
not yet effective and not relevant for the SAFWCO’s operations:

The following revised standards and interpretations with respect 1o approved accounting standards as
applicable in Pakistan would be effecnve from the dates mentioned below against the respective standard or
interpretaton.
Effective date
{accounting periods
beginning on or afier)

[AS 1 - Presentation of Financial Statements (Revised)

IAS 23 - Borrowing Costs (Revised)

IAS 27 - Consolidated and Separate Financial Statements (Amended)
IAS 32 - Financial Instroments: Presentation (Amended)

IAS 39 - Financial Instruments: Recognition and Measurement (Amended)
IFRS 2 - Share Based Payment (Amended)

IFRS 3 - Business Combinations (Revised)

IFRS 7 - Improving disclosures about Financial Instruments (Amended)
IFRS B - Operanng Segments

IFRS 9 - Financial Instruments

IFRIC 15 - Agreement for the Construction of Real Estate

IFRIC 16 - Hedge of Net Investment in a Foreign Operation

IFRIC 17 - Distnbutions of Mon-Cash Assets 1o Owners

IFRIC 18 - Transfers of Assets from Customers

Basis of measurement

January 01, 2009
January 01, 2009
July 01, 2009
January 01, 2009
July 01, 2009
January (1, 2010
July 01, 2009
Janwary 01, 2009
January 01, 2009
January 01, 2013
January 01, 2009
October 01, 2008
July 01, 2009
July 01, 2009

These consolidated financial statements have been prepared under the histoncal cost convention.

Use of estimates and judgments

The preparation of financial statements in conformiry with IFRSs requires management to make judgments,
estmates and assumptions that affect the application of policies and the reported amounts of assets,
labilities, income and expenditures. The esumates and associated assumptons are based on historical
expenience and various other factors that are believed to be reasonable under the circumstances, the results

. o
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SINDH AGRICULTURAL & FORESTRY WORKERS COORDINATING ORGANIZATION
CREDIT & ENTERPRISES DEVELOPMENT SECTOR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

FOR THE YEAR ENDED JUNE 30, 2009

1

iz

34

of which form the basis of making the udgments abour carmyng values of assers and liabilities that are not
readily apparent from other sources. Acrual results may differ from these estimates.

The areas involving a higher degree of judgment or complexity, or areas where assurnptions and estimuates
are sigmificant to the financial stiternents ere provision sgainst micro credit Josns 1o customers, useful lives
and impairment of tangible and intangible fixed assets,

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies applied in the preparation of these consolidarted financial statements are
set out below, “:Hpﬂﬁuhﬂcbﬁmmmdjlpphedm.ﬂ'ﬂx years presented, unless otheraise
smted.

Cash and cash equivalenis

Cash and cash cquivalents comprise cash in hand and balances with banks.

Micra credit loans to customers

Loans are stated net of loan loss reserve and loans weitten off directly through income and expendinare

sccount. Losn loss reserve is ereated on amounts overdue for 30 days or above as per the following time
based criena:

Description i Reserve
(Percentage of outstanding balance)
31 = 90 days overdue loans 10%%
1 — 180 days overdue loans 25%
181 — 365 days overdue loans 50%
Abave 365 days overdue loans 10074

Direct wrte offs can be made for loan disbursed ar least two years before the date of financial statements

Advances, prepayments and other receivables

Advences, prepayments and other receivables are carried in the balance sheet at cost, which is the fair value
of the consideration to be settled in the fanure for goods snd services 1o be received.

Fixed assets
Tangible

Propeny, plant snd equipment including all additions are stated at cost less accumulated depreciation and
impairment loss, if any. Depreciaton is charged to income by applying the reducing balance method
systematically on monthly basis at the mates specified in note 9. Depreciation is charged from the month in
which an nsser is svailable for use while no depreciation 15 charged from the month in which the asser i
disposed off.

Eﬂhlmcﬂmlﬂ:imhﬂdinﬂl:iﬁ:ﬁcmying:mmmtmmmgnbedulupu:mmt,u
appropnate, only when it is probable that future economic benefits sssociated with the item will flow o

-
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SINDH AGRICULTURAL & FORESTRY WORKERS COORDINATING ORGANIZATION
CREDIT & ENTERPRISES DEVELOPMENT SECTOR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

FOR THE YEAR ENDED JUNE 30, 2009

3.5

3.6

3.7

SAFWCO and the cost of the item can be measured reliably. The carrying amount of the replaced part is
derecognized. All other repairs and maintenance are recognized in profit and loss account during the
financial penod in which they are incurred,

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet
date. Asscts that are subject to amortization are reviewed for impairment whenever events or changes in
circumstances -indicate that the carrying amount may not be recoverable. An asset’s carrying amount is
written down immediately to its recoverable amount if the asset’s carrying amount is greater than its
estimated recoverable amount.

Gains and losses on disposal of fixed asset, if any, are taken to income and expenditure account.

Intangible

Intangible assets are smted at cost less accumulated amortization. Amortization s charged to income

applying the straight line method.

Acquired computer software licensees are capitalized on the basis of the costs incurred to acquire and bring
to use the specific software. These costs are amortized over their esumated useful life of 4 years.

Grants

Deferred grant for operations

SAFWCO records grants and donations for operations in the income statement below the net surplus /
deficit from operations. Grants and donations for periods beyond the current operating period are recorded
under liabilities as deferred grant revenue.

Deferred grant for fixed assets

Grants for fixed assets are recorded as deferred revenue in the balance sheet and an amount equal to the
period's depreciation is transferred to income over the useful life of the assets acquired.

Income recognition

Service charges on micro credit loans is recognised in the income and expenditure account using the
effective interest rate method. Due but unpaid service charges are accrued on overdue loans for penod up
to 30 days. After 30 days, overdue loans are classified as non-performing and further accrual of unpaid
service charges ceases. Accrued service charges on non-performing loans is reversed. :

Income on bank accounts is recognized on receipt basis.

Expenses

Service charges related to the long term loan payable to PPAF 1s charged to income and expenditure
account as and when incurred.

ii-lq'": T



SINDH AGRICULTURAL & FORESTRY WORKERS COORDINATING ORGANIZATION
CREDIT & ENTERPRISES DEVELOPMENT SECTOR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

FOR THE YEAR ENDED JUNE 30, 2009

3.8

3.9

3.10

in

Provisions

Provisions are recognized when there 15 legal or constructive obligations as a result of past events, it is
probable that an out How of resourees embodving economic benefits will be required to sertle the obligation
and a reliable estmate of the amounts can be made.

Oifsetting

Financial assets and finaneial babilities are only set-off and the ner amount is reported in the financial
statements when there s a legally enforceable nght o ser-off and SAFWCO intends o sette either on a net
basis or realize the assers and settle the Habditics simultancously.

Related party transactions

SAFWCO related parties comprise of other projects, key manugement personnel end other related entnes.
All transactions and balances with related parties are disclosed in these financial statements.

Compensated absences

SAFWCO recognised cost of compensated absences when earned by the eligible staff.



SINDH AGRICULTURAL & FORESTRY WORKERS COORDINATING ORGANIZATION
CREDIT & ENTERPRISES DEVELOPMENT SECTOR
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED JUNE 30, 2009

CASH AND BANK BALANCES

Cash in hand

Cash at banks
Current Accounts
PLS accounts

MICRO CREDIT LOANS TO CUSTOMERS - NET

Regular loans
Overdue loans

Gross portfolio
Loan loss reserve
Loans written off

MNet portfolio

Owerdue loans have been classified in the following categonies:

Classification

1-30 days overdue

31-60 days overdue
61-90 days overdue
91-180 days overdue
181-365 days overdue
Above 365 days overdue

1-30 days overdue

31-60 days overdue
61-90 days overdue
91-180 days overdue
181-365 days overduc
Above 365 days averdue

2009 2008
Rupees -——-
1,022,965 1,041,655
2,568,884 11,942,954
7,943,441 11,177,684
10,512,325 23,120,638
11,535,290 24,162,293
MNote 2009 2008
Number Rupees Mumber Rupees
21,877 204,549,330 16,575 138,241 318
1,553 8,378,761 1,468 3,360,808
23,430 212,928,091 18,043 141,602,126
52 (2,637,970) (1,432,547)
53 (4,459,198) (2,672.261)
z.uslsiu:m 137,497 318
2009
Amount Provision Provision Provision
outstanding required required held
Rupees Ya Rupees Rupees
- 0% - -
207,627 10% 20,773 20,773
138,418 10% 13,842 13,842
257,954 25% 64,489 64,489
1,553,397 50%a 776,699 776,699
6,221,365 100% 6,221,365 6,221,365
Eﬂ'lﬂ,?ﬁi 7,097,168 7,097,168
2008
Amount Prowvision Provision Provision
outstanding mqu.u:cd required held
Rupees Rupees Rupees
_ 0% . .
95,575 10%a 9,557 8557
535,022 10%% 53,502 53,502
408,339 25% 102,085 102,085
2,108,938 50%% 1,054,469 1,054 469
212934 100%% 212934 212,934
J.EWEEDS 1,432547 1,432 547




SINDH AGRICULTURAL & FORESTRY WORKERS COORDINATING ORGANIZATION
CREDIT & ENTERPRISES DEVELOPMENT SECTOR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

FOR THE YEAR ENDED JUNE 30, 2009

52

3.3

5.4

55

2009 2008
=l Rup:ﬁ e
Loan loss reserve
Opening balance 1,432,547 1,625,522
Charge for loan loss reserve for the year 2,620,751 1,432,547
Amount written off (1,415,328) (1,625522)
Closing balance 2,637,970 1,432,547
Loans wrirten off
Waie off from provision 1,415,328 1,625522
Darect wate off 3,043,870 1,046,739
4,459,198 2672261
Charge to Income and Expenditure account
Charge to loan loss reserve 2,620,751 1,432,547
Loans directly written off 3,043,870 1,046,739
5,664,621 2,479 286
Portfolio Quality Report

SAFWCO's main measure of loan delinquency is an aged portfolio-at-risk ratio, Loans are separated into
classes depending upon the number of days overdue, For each such class of loan, the outstanding
prncipal balance of such loan 1s divided by the outstanding principal balance of the gross portfolio
before deducting provision for loan losses

2009 2008
Rupees  Portfolio at Risk  Rupees Portfobio ar Risk

Regular 204,549,330 - 138,241,318 -
1-30 days overdue - 0.00% - 0.00%
31-60 days overdue 207,627 0.10% 05,575 0.07%
61-90 days overdue 138 418 0.07% 535,022 0.38%
91-180 days overdue 257,954 0.12% 408,339 0.29%
181-365 days overdue 1,553,397 0.73% 2,108,938 1.49%
Above 365 days overdue 6,221,365 2.92% 212,934 0.15%
212,928,091 3.94% 141,602,126 2.38%

SAFWCO does not allow rescheduling or restructuring of loans and during the year no loans were
rescheduled or restructured.

_ﬁ._,ﬂ_-:u»'ﬁ?



SINDH AGRICULTURAL & FORESTRY WOREERS COORDINATING ORGANIZATION
CREDIT & ENTERFPRISES DEVELOPMENT SECTOR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

FOR THE YEAR ENDED JUNE 30, 2009

5.6

5.7

Dhuring the year micro credit loans were disbursed relating 1o following products. Each product has same
terms, condiions and service charge mtes as follows:

Product Average Term Range Interest Rate
(in months) {per annum})
Agriculture loan G 20% fat
Regular monthly loan 312 20% flat
Buffulo purchasing loan 12 20% flat
Fesuval loan 12 20% flm
Eid ul Azha loan 3 20% fat
Half insmllment loan 6-12 20% fat

Current Recovery Ratio

Current recovery muos are calculsted and reported on a quartedy basis. The numerator of this rano is
total cash payments of poncpal received dunng the reporung period. The denominator is the total loans
falling duc during the penod along with the payments in arrears at the start of the perod. Penalty interest
15 not included in the numerntor or the denominator of the muo.

Period 2009 2008

15t Quarter 93.01%: D2.96%

2nd Quarter ' 93.07% 93.89%

3rd Quarter 93.13% D2.76%

4th Quaster 93.32%
98.06%: 98.11%

The loans are repaid in 1 year on average computed on the basis of 2 sample of tenure of loans disbursed
during the year.

Under these circumstances, a current tecovery matio of 98.06% (2008:98.11%) for one year loans is
spproxmately equivalent to an Annual Loss Rate (ALR) of 3.88% (2008: 3.78%).

Loans to employees

Loans outstanding from employees are amounting to Rs.555,000 as a1 June 30, 2009.

2009 2008
weeee RUIpEES wmmnem
ADVANCES, DEPOSITS AND PREPAYMENTS
Prepayments ; - 2,109,226
Advances o staff 3,599,671 1,574 821
Securty deposit 370,000 320,000
3,969,671 4,004,047




SINDH AGRICULTURAL & FORESTRY WORKERS COORDINATING ORGANIZATION
CREDIT & ENTERPRISES DEVELOPMENT SECTOR
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED JUNE 30, 2009

7. FIXED ASSETS - TANGIBLE

2009

Freehold land

Land and building
Furminure and fxtures
Computers

Electrical equipment
Momr vehicles
Motor bikes

2008

Frechold bind
Land snd bullding

Furniture and fixtures

Electrical equipment
Motor vehicles
Motor bikes

-t

Cost Depreciation
As at ;‘l"m Asar As at Chuege for As at ﬁ:;ﬁ“;:‘:’“
July 01, 2008 vont June 30, 2009 July 01, 2008 the year June 3, 2008 June 30, 2009
Rupees
4,454,200 = 4,454, 200 . . - 4,454,200
2,150,000 - 2,150,000 495,575 2,721 578,296 1,571,704
1,566,800 262,250 1,829,050 426,915 126,943 553,858 1,275,192
2,617,250 128,950 2,746,200 1,524,659 376,126 1,900,785 845,415
1,068,490 44,700 1,113,190 612,932 96,100 709,032 404,158
4,923,959 3,371,000 8,294 959 2679217 816,465 3,495,682 4,799,277
1,553,450 452,550 2,006,000 603,648 234,893 #38,541 1,167,459
18,334,149 4,259,450 22,593,599 3,832,659 1,733,248 8,076,194 14,517,405
Cost Depreciation
As at :dﬂﬁ':: As at As at Charge for As an W;T:n:u
July 01, 2007 .'f":' June 30, 2008 July 01, 2007 the year June 30, 2008 June 30, 2008
Rupees
915,000 3,539,200 4,454,200 - - - 4,454 200
2,150,000 - 2,150,000 408,500 87,075 495,575 1,654,425
1,526,400 40,400 1,566,800 304,375 122,540 426915 1,139,885
2,138,450 478,800 2,617,250 1,194,013 330,644 1,524,659 1,092 591
1,056,190 12,300 1,068 490 499 158 113,774 612,932 455558
4,923 959 - 4,923 959 2,118,032 561,185 2619217 2244743
1,232,500 320,950 1,553,450 402,971 200,677 603,648 949,802
13,942,499 4301650 18334149 3,266,486 1,415,897 3,832,650 11,991,203
o

Diepreciation

rate per
annum

0%
5%

20%
20%
20%

Diepreciation
rate per

5%
1P
33%
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FOR THE YEAR ENDED JUNE 30, 2009

2.1

10.

10.1

11

Mote 2009 2008
—— Rupets ——
FIXED ASSET - INTANGIBLE
Opening Balance 316,500 -
Addmon during the year - 422,000
Amoruzanon for the year (105,500) (105,500)
Closing balance 211,000 316,500
LOAN FROM PPAF
Openung Balance 125,659,033 99,148,000
Received dunng the year 261,040,000 202,440,000
386,699,033 301,588,000
Proncipal sepayment during the vear (210,225,353)  (175.,928.96T)
Closing balance 176,473,680 125,659,033

The loan carnies service charges at the rate of 8% per annum on daily product basis. Upon expiry of the
agreement it will be roll forward for another term for which maturity and other conditions such as
pricing will be sec by PPAF. The said loan is payable on quarterly basis. The loan is secured by
hypothecation of outstanding loan portfolio, and first charge on all assets/capital items created out of
financing agreement for capacity building.

EMERGENCY FUND

Opening Balance 2,130,526 719,411

Income for the vear 3,262,100 2,023 905
5.392.626 2,743,316

Expenditure (900,601) (612,790)

Closing balance 4,492,025 2,130,526

It represents 1% fee received from borrower at the time of loan disbursement. In the case of death of the
borrower the fee is utilized to settle ourstanding balance of loan.

ACCRUED AND OTHER LIABILITIES

Payable to other projects - net 111 3,928,738 4,074,401
Accrued habilines 1,123,151 1,821,381
5,051,889 5,895,782




SINDH AGRICULTURAL & FORESTRY WORKERS COORDINATING ORGANIZATION
CREDIT & ENTERFRISES DEVELOPMENT SECTOR
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11.1 Payable to other projecis - net

13.

14.

Owed to

SAFW/CO Endowment Account
Branches

SAFWCO-HID

Owed by

UNICEF project

RFM

Social Development Account
Community Physical Infrastructure
Staff Saving

Staff Salary Account

Catholic Relief Services Program
Others

DEFERRED GRANT FOR OPERATIONS

Opening Balance
Recerved during the year

Released to income to the extent of current expenditure

Closing balance

DEFERRED GRANT FOR FIXED ASSETS

Opening Balance
Met capital expenditure

Deferred capital grant released to the extent of depreciation
Closing balance

CONTINGENCY

AL

2009 2008
——— Rupees —--
224,646 224,646
171,869 482476

4,430,398 5568701

4,826,913 6,275,823

. 69,836
400,882 870,882
330,005 1,036,894

. 50,960
110,000 110,000

= 3.850

= 50,000

56,388 3
898,175 2201422
3,928,738 4.074.401
3,643,645 1,680,028
14,487,825 23,016,997
18,131,470 < 24,697,025
(17,545,820)  (21,053,380)
585,641 3,643,645

4,912,336 5,564,646

3,960,600 488,700

8,872,936 6,053 346

(1,443,863) (1,141,010)

7,429,073 4912336

The management has applied for the tax exemption certificate, the process of which is still under process.
Till the time exemption certificate is issued, it is expected that department may tax the surpluses /
income for the year. However, no provision has been made in these financial statements, as management

cxpect favorable outcome in this regard.

o

-~
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CREDIT & ENTERPRISES DEVELOPMENT SECTOR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

FOR THE YEAR ENDED JUNE 30, 2009

2009 2008
- Rupees
15. SERVICE CHARGES EARNED
Service charges on micro credit loans to customers 45,059,287 29,554 482
Loan processing fees 6,512,210 4,024,310

51,571,497 33,578,792

16. SERVICE CHARGES EXPENSE

Interest expense is recognised on the loan balance payable to PPAF at the rate of 8% per annum in
accordance with provisions of the loan agreement referred to in note 9.1,

17. OTHER INCOME

Donation 500,000 1,150,000
Bank Profit 691,554 28870
Muscellaneous income 13,230 104,952

1,204,784 1,283,822

18. GENERAL AND ADMINISTRATIVE EXPENSES

Salanes and other benefits 23,653,772 18,273,954
Vehicle operating expenses 3,236,499 2,419,629
Traning expenses (2,683,405 2,695,348
Office rent and utilities WE 1,729,672
Depreciation expenze 1,718,590 1,415,897
Bank charges 1,090,104 467,052
Traveling and conveyance 857,497 1,035,033
Office supplies and equipment 724,237 483,900
Printing and Puhli.c:llinﬂ 723,324 589,324
Smponary 704,740 406,789
Audit expenses 584,917 20,000
MIS Software 595,000 -

Amortization 105,500 105,500
Legal advisor fees - 30,000
Annual membership fees - 66,000
Study grant 10,000 15,900
Miscellaneous 586,760 348,022

39,268,401 30,102,050

19. OTHER EXPENSES

Targeung Ultra Poor Project 18.1 2,948,146 BO7,646
Insorunonal Development 18.2 - 1,500,330
2,948,146 2,307,976
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2009 2008
Rupees
19.1 Targeting Ultra Poor Project

Grants for Capital Investment 948,676 -
Salaries expenses 852,000 399,000
Subszistence allvwance 290,000 -
Office rent & utiliies 261,110 154,290
Fuel & mantenance 240,560 141,165
Traiming allowance for mamees 97,800 -
Food charges 97,800 -
Management and logistics 53,400 B9,880
Traveling and transportation 34,600 .
Prinong and stationeries 23,350 22,550
Bank charges 14,862 761
Deprecianan 14,658 -
Training material cost 13,500 -
Miscellaneous 5,830 -

2,948,146 BO7 6406

This expenditure was incurred on pilot project undertaken by SAFWCO for Targeung Ultra peor project
funded by CGAP/PPAF.

19.2 Institutional Development

Consultancy charges - 1,500,000
Bank charges - 330
1,500,330

Thus represents funds provided by the ‘Financial Sector Strengthing Programme' (a programme of Swiss
Agency for Development and Cooperation-SDC). The fund was utilized for insttutional development
such as business plan development, branding credit projects, establishing and documenting policies and
manuals, in-house staff training on policy manuals and product marketing etc.

20. GRANT INCOME
For operations 17,545,829 21,053,380

For fixed assets 1,443,863 1,141,010
18,989,692 22194390
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2L

REMUNERATION TO KEY MANAGEMENT PERSONNEL

Chu:f General
Exccntive Manager
Oificer 1E°
2008
—--- Rupees e
Managenal remuneraton 356,620 325,000
Orther benefits 56,620 35,000
413,240 360,000

RELATED PARTY TRANSACTIONS

SAFWCO-CED has related party relationship with its key management personnel, including their
associates, projects and SAFWCO. Transactions between the organization and its relared partics are
carried out under normal course of business.

Detail of payable to other projects is given i note 11 to these financial statements. There are no
transactions with key management personnel other than under their terms of employment. Remuneration
to key management personnel is disclosed in note 21 1o these financial statements.

RISK MANAGEMENT

SAFWCO’s activities expose it 1o a vadiety of financial nsks and those actviges involve the analysis,
evaluation, acceptance and management of some degree of risk or combination of risks. Taking oisk 15
core to the financial business, and the operational risks are an inevitable consequence of being in business.
SAFWCO's mim is therefore to achieve an appropriate balance between risk and return and minimise
potential adverse effects on the SAFWCO's financial performance.

SAFWCO's nsk management policies are designed o identify and analyse these risks, to set approprate
sk mits and controls, and to monitor the risks and adherence to mits by means of reliable and up-to-
date information systems. SAFWCO regularly reviews its risk management policies and systems to reflect
changes in markets, products and emerging best practice.

Credit risk

SAFWCO takes on exposuse to credit risk, which is the risk that a counterparty will cause a financial loss
for SAFWCO by failing to discharge an obligation. Credit risk is the most important nsk for the
SAFWCO’s business; management thercfore carefully manages its exposure to credit risk. Credit
cxposures arise principally in lending acuvities that lead to loans into the SAFWCO's asset portfolio. The
credit risk management and control are controlled through the credit policies of the SAFWCO which are
updated regularly.

23.1.1 Risk limit control and mitigation policy

SAFWCO manages, limits and controls concentrations of credit sk wherever they are identified = in
particular, to individual counterparties and groups.
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(Continued)

SAFWCO structures the levels of eredit risk it undertakes by placing bmits on the amount of nsk
accepied i relation 1o one borrower or programmes. Such risks are monitored on = revalving basis and

subject to an annual or more frequent review, when considered necessary,

Exposure to credit nisk is also managed through analysis of the ability of borrowers and potendal
barrowers to meet interest and capital repayment obligations at the tme of loan appraisal for ininal and

subsequent loans,

23.1.2 Impairment and provisioning policies

The management assess the existence of impairment, based on the accounting policy mentioned 1n note

32

23. 1.3 Maximum exposure to credit risk

Credir risk exposures relating to on-balance sheet assets arc as follows:

Cash at bank
Micro credit loans to customers - net
Advances to staff

23.1.4 Loans to customers are summarised as follows:

Neither past due nor impaired
Past duc and impaired

Gross portfolia

Loan loss reserve

Loans written off

Net portfolio

23.1.5 Concentration of eredit risk by class of business

2009 2008
---— Rupees ~-----
10,512,325 23,120,638
205,830,923 137497318
3,599,671 1.274,821
219,942,919 162,192,777
204,549,330 138241318
8,378,761 3,360,808
212,928,001 141,602,126
(2,637,970)  (1,432547)
(4,459,198} (2,672.261)
205,830,923 137,497 318

SAFWCO's major credit risk anises from micro credit loans to customers, which is divided into following

classes of business:

2009 2008
Rupees Percentage Rupees Percentage
Agnculture 53,136,523 25 18,060,883 13
Livestock 87,864,621 41 530,739,842 42
Retailing 40,810,640 19 41,678,960 29
Handicrafts 5,939,786 3 6,946,493 5
Others 25,176,521 12 15,175,948 1
Gross portfolio 212,928,091 100 141,602,126 100

@, e
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23.1.6 Concentration of credit risk by geographical location

SAFWCO's major credit risk arises from micro credit loans to customers, which is divided into following
geographical locations:

2009 2008
Rupees Percentage Rupees Percentage
Rural Branch Shahdadpur 30,434,567 14 21,108,472 15
Urban Branch Shahdadpur 16,124,671 8 14,669,961 10
Khipro Branch Shahdadpur 17,185,029 8 9,197,663 6
Tando Adam Branch 17,488,260 8 14,966,612 11
Jhol Branch 19,250,017 9 14,525,239 10
Bhit Shah Branch 14,843,824 7 10,763,192 8
Mawabshah Branch 13,590,503 [ 11,487,012 8
Sakrand Branch 14,555,608 7 11,727,414 8
Matvan Branch 13,079,010 6 9,418,839 7
Sanghar Branch 12,441,406 6 8,608,376 6
EDF Unit 5,119,599 2 5,548,449 4
Shahpur Chakar Settlement Branch 9,299,273 4 1,633,159 1
Sinjhoro Sertlement Branch 11,058,114 5 2,248,061 2
Udero Lal Settlement Branch 9,980,193 5 2074417 1
Nasarpur Settlement Branch 8,478,017 5 3,625,260 3
Gross portfolio 212,928,091 100 141,602,126 100

e/
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232 Market risk

Matkrt risk 15 1he cisk that the fair value or futisre cash o of 1 Finamcual snstmiment wall Auctuane hee

anal other price gish.
SATWAD b nat expased v significant marker rid

1321 Interest rne sensitive financial assets and HabdBies

aute of chanpes i masket inces. Markes nzks camprises of curremwey sk, mecrest e sisk

ol Iatcrest J mark up bearing [ Misii ditterest | mark up bearing 1 Tatal 1
EI!:::;' Maturity  Matueity  Matonity Matirdey  Maturity  Mameiy
‘:‘:w upto one  wpee five  oves five  Sub total uptnone  wpto five  overfive  Subooal  Jume 30, 2000 Juse 30, 2008
e year Yoar PEar Al year year
Rupees in 000
Financial asseis
Cash wnd bank balances L 7,003,441 . = TO43 441 3501 049 i = 1,500,840 IL,535290 24,142 20%
Micnis credit lains bo custamers M MR RN0,021 = 205,530,923 - . - - 205,030,923 137 A97 MK
Girand recrtvable froom PPAF . . . P 0,203,692 . B 5,203,052 9,203,692 1,670,005
Adwances, deposits and - A 560671 - - 100671 3960671 1,854 B2
prepayments
213,74, 364 = = 203774564 16,766 212 - - 16765212 BMLS30576 167,231,367
Financial Habilities
lasam from IPIAR 1% 176,473,680 - - 176,473,680 - - - 176470680 125,659,033
Acerued and sther lishilstics = ¥ 5 = 2 5,051,581 P . 551,889 5,D51RAT 5,095 702
Y Y e Y : SO RIS TS
37,300,654 = 57,300,680 11,713,323 ILTIS5 49004007 3576552
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B3

Liquidity sk

Ligquisty risk in the ritk that SAFWEC) s unable to meer s payment obligations sssocisted with s francsl Balilie when they fall due dnd to seplace funds when they
ane withdrawn. The consequence may be the Failure 1o meet obligations to repay deprsinrs snd flfl commmments 1o lend

SAFWOCO has 2 strong financial support frem PPAF and has balasees with SAFRCO for meamtunng sufficeent biquidiey and o meer anticipated funding tequisements.
Ehange in the govesment monetary policy and marker expecracons of inerest mate are all important fictors that can adversely affect SAPWCCYS key funding source,
Efficient and aceutate planning plaps & ertical role in bguidity management, Management performs & cotical revien of cxpecied cash inflows/out Aows which alow
SAFWCO o mbee nrmely decisions based on the: futiure CCOUATEITENTS.

23.3.1 Maturities of assets and Habibties

2004
Oves ane Over six Civer ome year
Taral Unpeo ang moith upta months upio upta five Oyarites
math ] years
six maonths e yenr years
Bupees in "0
Assets
Cash and bank balances 11,535,200 1,022,065 10,5312.525 .
Micro credit boans 10 cistomess - net 205,830,923 - . 205 830,923 -
Cirant seceivable from PPAF B208,692 - 2,203,692 -
Advances, deposing and prepayments 3,969 671 . H R LT - .
Fixed assets-tangible 14,517 405 £ = 1216309 7,301,055
Fixed assers-intangible 214,000 i : . 211,000 et
245,267 B8l 14022965 . X0 516,611 427 302 TA01,0%
Liabilities
Loan from PPAP 176,473,680 . - 176,473,680 - -
Fund 4,492 025 = 4,452,025 E .
Accrued and ocher liahilivies 5051 880 - - 5,051,845 - -
Dieferred grant for operations 585,641 % . SE5 641 . X
Deferred prant for Gxed sssen TAZOTY - - - 420078 -
194,032,304 . - 186,603,235 7,429,073 5
et nssets 51,235,673 1,022 %65 - 42,913,376 {L76d) 7,301,006
Accumulatesd surphas &1, T3

s
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Assets

Cash and bank balances

Micre credie Joans to customers - net
Gt receavable from PPAF
Adwvances, depodita and prepayments
Fized assets-tangkbde

Fixed assets-inangible

Liabsilities

Leoan fram PPAF

Emergency Fund

Accrued and other labilines
Dreferred grant for operations
Deferred grant for fxed assers

Mer assets

Accumiilated surplis

208
Orver one Over six Over ane year
Total +ijte ooy month spto manths upto upto five thew: e
modith ! yeurs
srx manths nne year years
Rupees in '000
24,162,293 1,041,655 - 23,120,638
137497 8 - 137497318
3676905 . & 3.676,935
4004047 - - 4,004 047 = -
11,500,203 - - 4,742 693 THE510
316,500 & - 316,500 -
161 648,290 1,041,655 168,298 936 5,059,193 T.248.510
125,659,033 = 125,659,033
2,130,526 - 2,130,526
5895782 5895 782
3,643,045 - J043,045 :
4,912 330 - - 4,012,335
142,241 322 . 137 25,986 491233 -
39,406,974 1.041,655 - 30,969,952 146,857 1B 510

30,406,974
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23.4 Capital risk management

SAFWCO's objecuves when managing capital nsks are 1o safeguard SAFWCO's sbility to continue as a
going concem in order 1o provide financial services 1o the world's lowest-income entreprencurs.

Geaning rato is calculated as net debt divided by total capital. Net debt is calculated as total borrowings
less cash and cash equivalents. Total capital is calculated as “accumulated surplus’ as shown in the

consolidated balance sheer plus net debt

The gearing ratio as at June 30, 2009 is 76% (2008: 72%) and is calculated is as follows:

Total borrowings
Cash and cash equivalents

Ner debt
Accumulated surplus

Total capiral

Gearing ratio

APPROVAL OF FINANCIAL STATEMENTS

These financial statements have been authonsed on
SAFWCO-CED.

GENERAL

Figures have been rounded off to the nearest rupce.

2009 2008
--—— Rupees -—--

176,473,680 125,659.053
(11,535,290)  (24,162,293)

164,938,390 101,496,740
48,204,930 39,400,974

213,143,320 140,903,714

7% T2%

by the Board of Governors of

Manager Finance & Administration



