














DEVELOPMENTS IN LITERACY
NOTES TO THE FINANCIAL STATEMENTS
a FOR THE YEAR ENDED DECEMBER 31, 2016

2016 2015

16 PROGRAM EXPENSES Note (Rupees) (Rupees)
Salaries and other benefits 59,551,182 59,168,174
Printing and stationary 237,009 190,554
Vehicle running expenses 263,184 266,367
Travel and meetings expenses 159,599 885,646
Communication and postage 581,977 563,500
Office repairs 394,349 487,120
= Office rent and uulities 3,458,680 3,290,456
Vehicle insurance 9,886 15,787
Monitoring and evaluation expenses 1,619,061 2,713,071
= Depreciation 4.2 3,983,898 2,871,388
Office supplies 81,295 132,749
Curriculum development 2,521,631 4,184,215
Training expenses 17,538,135 19,147,947
- Bank charges 154,829 281,079
Capacity building expenses 535,356 1,167,371
Library establishment 1,937,250 1,760,573
L Computer laboratory 2,584,619 3,612,669
Gateway 716,671 532,395

USAID E-Library Project 7,266,375 :

” School Enterprises 1,171,306 -
1 Virtual training hub - 25,095
Staff health insurance 2,279,942 1,539,266
IT Skills activities ' 873,683 1,361,072
= School construction expenses 16.1 - 11,269,944
Vocational training 1,833,723 1,924,545
Technology enabled project 1,204,065 7,103,053

o Program Development 778,694 -
Miscellancous 340,347 506,402

112,076,745 125,000,438

16.1 This represents expenses incurred on construction of Schools in Dir, Khyber Pakhtunkhwa.

2016 2015

17 PROJECT EXPENSES Nofte (Rupees) (Rupees)
= Islamabad Capital Territory Schools 17.1 10,339,488 10,324,318
Orangi Schools 17.2 34,807,644 34,720,193
Kala Shah Kaku School 17.3 3,427,735 3,272,421
Mansehra Community School Project 174 4,559,981 4,310,073
3 Rawalpindi Rural School Program 17.5 28,809,427 27,264,768
Rising Star Foundation 17.6 3,760,940 4,787,932

Punjab Education Fund 17.7 17,027,451 -
= 102,732,666 84,679,705

' 17.1 Islamabad Capital Territory Schools

Salaries and other benefits 8,567,116 8,088,783
.. Direct project expenses 17.8 427,387 787,847
Library establishment 244,845 276,164
Computer laboratory 999,470 1,051,820
= Others 100,670 119,704

10,339,488 10,324,318
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2016 2015
17.2  Orangi Schools Note (Rupees) (Rupees)
Salaries and other benefits 25,309,496 22,618,869
Ditect project expenses 17.8 5,999,970 8,369,148
Library establishment 537,737 1,543,618
Computer laboratory 1,669,412 1,769,573
Others 1,291,029 418,985
34,807,644 34,720,193
17.3 Kala Shah Kaku School
Salaries and other benefits 2,774,905 2,346,837
Direct project expenses 17.8 217,269 496,167
Library establishment 81,800 54,770
Computer laboratory 171,059 314,461
Others 182,702 60,186
3,427,735 3,272,421
17.4 Mansehra Community School Project
Salaries and other benefits 3,431,950 3,042,448
Direct project expenses 17.8 637,446 689,534
Library establishment 107,300 187,980
Computer laboratory 319,025 345,266
Others 64,260 44 845
4,559,981 4,310,073
17.5 Rawalpindi Rural School Program
Salaries and other benefits 22,346,319 21,102,513
Direct project expenses 17.8 3,462,978 3,343 228
Library establishment 623,280 398,883
Computer laboratory 2,164,459 2,169,289
Others 212,391 250,855
28,809,427 27,264,768
17.6 Rising Star Foundation
Salaries and other benefits 2,175,215 2,811,449
Direct project expenses 17.8 1,585,725 1,976,483
3,760,940 4,787,932
17.7 Punjab Education Fund
Salaries and other benefits 10,821,873 -
Direct project expenses 17.8 1,714,612 -
Library establishment 1,758,982 -
Computer laboratory 1,308,451 -
Others ; 1,423,533 -
17,027,451 -
17.8 These represent various cxpenses incurred on schools directly run by the Society. These include expenses

incurred on account of civil works on school buildings, books, note books, furniture, scholarships, one
laptop per child campaign and other school running expenses. g\'\’
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18 FINANCIAL INSTRUMENTS
The Society has exposutes to the following risks from its use of financial instruments:
- Credit risk;
- Liquidity risk; and
- Market risk.
The Board of Trustecs has overall responsibility for the establishment and oversight of the Society’s risk
management framework. The Board is also responsible for developing and monitoring the Society’s sk
management policies,
The Society’s risk management policies are established to identify and analyse the risks faced by the Society,
to set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management
policies and systems are reviewed regulatly to reflect changes in market conditions and the Society’s
activities. The Society, through its training and management standards and procedures, aims to develop a
disciplined and constructive control environment in which all employees understand their roles and
obligations.
The Board of ‘Irustecs oversees how management monitors compliance with the Society’s sk
management policies and procedures and reviews the adequacy of the risk management framework in
relation to the risks faced by the Society,

18.1 Credit risk
Credit risk is the risk of financial loss to the Society if a counterparty to a financial instrument fails to meet
its contractual obligations. The Society's credit risk is primarily attributable to deposits and balances at
banks. The Society believes that it is not exposed to major concentration of credit risk as balances are kept
with banks with reasonable high credit ratings. The carrying amount of financial assets represents the
maximum credit exposure at the reporting date as follows:

2016 2M5
(Rupees) (Rupees)
Deposits 937,000 886,500
Bank balances 34,055,495 52,035,779
34,992,495 52,922,279

Geographically there is no concentration of credit risk. As at the year end the Society's most significant
financial asset represents amount placed with a Bank from whom Rs. 34.992 million (2015: Rs, 52,922
million) was recetvable. Based on past experience, the management believes that no impairment allowance
is necessary in respect of its financial assets.

18.2 Liquidity risk

Liquidity risk is the risk that the Society will not be able to meet its financial obligations as they fall due.
The Society's approach 1o managing liquidity is to ensure, as far as possible, that it will always have
sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions, without
incurring unacceptable losses or risking damage to the Society's reputation. The Society uses different
methods which assists it in monitoring cash flow requirements and opumizing its cash return on
investments. Typically the Society ensures that it has sufficient cash on demand to meet expected
operational expenses for a reasonable period, including the servicing of financial obligation; this excludes
the potential impact of extreme circumstances that cannot reasonably be predicted, such as natural

disasters. e
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The following are the contractual maturities of financial liabilities:

Carrying Contractual Within one Over one
amount cash flows year year
Rupees
Accrued and other habilities
- 2016 10,292,664 (10,292,664) (10,292,664) -
- 2015 8,523,023 (8,523,023) (8,523,023) -

It is not expected that the cash flows included in the maturity analysis could occur significantly eatlier or at
significantly different amounts.
18.3 Market risk

Market risk is the risk that the value of the financial instrument may fluctuate as a result of changes in
market interest rates or the market price due to change in credit rating of the issuer or the instrument,
change in market sentiments, speculative activities, supply and demand of securities and liquidity in the
market. All such activitics are carried out with the approval of the Board. The Society is not significantly
exposed to market risk.

a)  Currency risk
The Society is not significantly exposed to currency risk.

b)  Interest rate risk
The interest rate risk is the risk that the fair value or the future cash flows of a financial instrument will
fluctuate because of changes in market interest rates. The interest rate exposure arises from investment and
saving accounts with banks. The Society has no interest bearing financial liabilities. At the balance sheet
date the interest rate risk profile of the Society's interest bearing financial instruments is:

Carrying amount

2016 2015
(Rupees) (Rupees)
Fixed rate insivuprents
Saving bank accounts 34,055,495 49,800,674

Fair value sensitivity analysis for fixed rate instruments
The Society does not hold any fixed rate financial asset at fair value through profit and loss. Therefore a
change in interest rate at reporting date would not affect income and expenditure account of the Society.
Fund management
The Board of Directors of the Society monitors the performance along with the fund required for the
sustainable operations of the Society. There were no changes to the Society's approach to the fund
management during the vear. The Society is not subject to externally imposed fund requirements.

19 DETERMINATION OF FAIR VALUE

19.1 A number of the Society’s accounting policies and disclosures require the determination of fair value, for
both financial and non-{inancial assets and liabilities. Fair values have been determined for measurement

and / or disclosure purposes based on the following methods:

Non - derivative financial assets

The fair value of non-derivative financial assets is estimated as the present value of future cash flows,
discounted at the market rate of interest at the reporting date. This fair value is determined for disclosure
purposes. .

Non-derivative financial liabilities

Fair value, which is determined for disclosure purposes, is calculated based on the present value of future
principal and interest cash flows, discounted at the market rate of interest at the reporting date. However
since these assets and liabilitics are due to be setided within one year, the fair value is approximﬁtt: to their

' o
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19.2  Fair value hierarchy
The table below analyscs financial instruments carried at fair value, by valuation method. The different
levels have been defined as follows:

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities

Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly (i.c. as prices) or indirectly (e. derived from prices)

Level 3: inputs for the asset or liability that are not based on observable market data (unobservable
inputs).

Transfers between levels of the fair value hierarchy are recognised at the end of the reporting period
during which the change has occurred.

19.3 The following table shows the carrying amounts and fair values of financial assets and financial liabilities,
including their Tevels 1 the fair value hierarchy. It does not include fair value information for financial
assets and financial liabilides not measured at fair value if the carrying amount is a reasonable
approximation of fair value.

Carrying amount Fair value
Held to Loans and Total Level Level Level
. . a

31 December 2016 maturity receivables 1 2 3
Financial assets not measured at fair value
Security Deposits* - 937,000 937,000 - - .
Cash and cash equivalenis” - 34,095,338 34,095,338 - - -
Accrued and other liabilities® E 10,292,664 10,292,664 - . -
31 December 2015
Financial assets not measured at fair value
Security Deposits - 886,500 886,500 - : -
Cash and cash equivalents = 52,060,700 52,060,700 - g =
Financial liabilities not measured at fair value
Accrued and other liabilities* - 9,284,241 9,284 241 - : -
*The Society has not disclosed the fair values for these financial assets and financial liabilities, as these are
etther short term in nature or reprice periodically. Therefore, their carrying amounts are reasonable

20 TRANSACTIONS WITH RELATED PARTIES
Related parties comprise of Developments in Literacy USA, UK, Canada, all affiliates of the
Developments in Litcracy, trustees, key management personnel and entities over which the trustees are
able to exercise significant influence. Transactions and balances with related parties other than already
disclosed in these financial statements are as follows:

2016 2015
(Rupees) (Rupees)
Remuneration of key management personnel 7,348,930 6,661,290
Funds received during the year from affiliates 244,743,968 301,327,293
Donations received tron a rrustee - -
21 DATE OF APPROVAL

These financial statements were approved by the Board of Trustees of the Socicty in their meeting held on

Trustee Trustee






