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Independent Auditors' Report

To: Board of Directors
Dakahlia Businessmen Association for Community Development
Dakahlia, Egypt

Financial statement report

We have audited the accompanying statement of financial position of Dakahlia Businessmen Association for
Community Development “Small and Microenterprise Project” as of December 31, 2010, the related statements
of Revenues and Expenditures, cash flows for the Year then Ended December 31, 2010 and summary of major
accounting policies and disclosures.

Management’s responsibility

The financial statements are the responsibility of the Dakahlia Businessmen Association for Community
Development Management. Management has the responsibility to prepare and present the financial statements
fairly and clearly according to the International Auditing Standards and Egyptian Auditing Standards within the
view of the current Egyptian laws and regulations, also management’s responsibility include designing,
implementing and maintain internal controls regarding preparing and presenting financial statement fairly and
clearly free of any material misstatements either resulted from errors or fraud. The management’s responsibility
also includes selection and implementation of appropriate accounting policies and estimates.

Our responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with the Egyptian Auditing Standards within the view of the current Egyptian laws and
regulations. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

An audit includes examining on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation.

We believe that our audit provide a reasonable basis for our opinion.
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Our Opinion

In our opinion, the financial statements referred to above and the accompanying notes present fairly, in all
material respects, the financial position of the Dakahlia Businessmen Association for Community Development
“Small and Micro Enterprise project” as of December 31, 2010 and the results of its operations, cash flows for
the year then ended in conformity with the Egyptian accounting standards within the view of the Egyptian laws
and regulations.

Explanatory paragraph

Without qualifying our opinion, we draw your attention to note no. (19) from the accompanying notes to the
financial statement, the company did not have available data which required to disclose the impact of the
subsequent events to the balance sheet date on the vaiues of the elements of assets and liabilitiee and reeunlee of
operations during the next financial period, where those valucz and results may vary in the coming period if the
company's management has trusted indicators and evidences wiiich enables the use of these indicators and
evidences to determine the extent and scale of subsequent events to ti.e balance sheet date on the values of the
elements of assets and liabilities in the financial statements. The broject managementis expected
that the events will not have major impacts on the future of the financial statements.

Grant Thornton Mohamed Hilal
—_y

Cairo Egypt April 4, 2011
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Dakahlia Businessmen Association For Community Development

Statement of Financial Position
As of December 31, 2010

Dec. 31, 2010

EGP

Dec. 31, 2009

EGP

Cash and Due from Bank 4 257,495 339,889
Trade Investments(Deposits) 5 64,164,738 60,622,412
Net Loan Portfolio 8 145,979,149 127,787,673

Gross loan Portfolio 9 150,493,968 131,694,096

Impairment loss Allowance 10 (4,514,819) (3,906,423)
Debtors and Other Debt Balance 12 461,913 571,294
Net Fixed Assets 3 6,035,383 6,057,377
Fixed Assets 11,473,709 11,179,953
Accumulated Depreciation (5,438,326) (5,122,576)
Total Assets

216,898,678 195,378,645
Liabilities and Net Equity
Liabilities
Credit Facilities 6 48,239,599 58,573,562
Accounts Payable and Other short term liabilities 11 3,063,230 2,435,901
Long Term Borrowings 7 34,972,083 26,047,919
Donated Equity prior years 51,566,653 51,566,653
Retained earnings 55,532,497 40,279,125
Net Income of the current year 23,524,616 16,475,485
Total Equity 130,623,766 108,321,263
Total Liabilities and Net Equity 216,898,678 195,378,645
* The accompanying notes form an integral parts of these financial statements to be read therewith
*Auditor's report attached
Chairman TreasuE[

CAALEL KR
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Dakahlia Businessmen Association For Community Development
Income Statement
For the Year Ended December 31, 2010

Year Ended Year Ended
31/12/2010 31/12/2009

EGP EGP

Financial Revenue

45,814,236 40,162,140
Financial Revenue from Loan Portfolio 13 45,697,077 39,757,922
Interest on loan portfolio 45,070,054 39,141,485
fees and commissions on loan portfolio 627,023 616,437
Financial Revenue from Investments 117,159 403,802
other revenue related to financial services - 416
Fianancial Expenses
14 (8,468,105) (9,468,631)
Net Financial Income 37,346,131 30,693,509
Impairment Losses on loans 628,979 1,329,139
Operating Expenses
15,835,322 12,800,715
Personnel Expenses 15 13,773,894 11,362,877
Adminstration Expenses 16 2,061,428 1,437,838
Professional Fees & Office Utilities 218,248 206,715
Depreciation 488,302 371,080
Other Adminstration Expenses 1,354,878 860,043
Net Operating Income 20,881,830 16,563,655
Net Non Operating Income/ Expenses 2,642,786 (88,170)
Non Operating Revenue 18 3,031,745 330,599
Non Operating Expenses 17 388,959 418,769
Net Income Before Taxes & Donations 23,524,616 16,475,485
Taxes & Donations - -
Net Income After Taxes & Donations 23,524,616 16,475,485
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Dakahlia Businessmen Association For Community Development

Statement of Cash Flows
for the Year ended December 31,2010

Net Income (Before Taxes & Donations)

Cash Flows from Operating Activities

Depreciation and Amortization

Impairment losses on loans

Increase in Gross loan portfolio
Increase/Dcrease Trade Investments
Increase/Dcrease in Receivables & other assets
Increase/Dcrease in pyables & other liabilities

Net Cash (Used by) Operating Activities

Cash Flows from Investing Activities

Acquisition of Fixed Assets

Net Cash (used by) investing Activities

Cash Flows from financing Activities

Short term /Long term liabilities
Long term Borrowings
Dividends paid

Net Cash Provided from Financing Activities
Net Cash Received'Paid for Non-Operating Activities
Net Change in Cash and Due from Banks

Cash and Due from Banks at The Beginning of the period

Effect of Exchange Ratye changes on cash and cash Equivalents

Cash and Cash Equivalents at the End of the Year

© 2010 Grant Thornton Mohamed Hilal. All rights reserved.

Year Ended
31/12/2009

EGP

Year Ended
31/12/2008

EGP

23,524,616 16,475,485
315,750 433,023
608,396 1,307,858

(18,799,872) (21,862,776)

(3,542,326) (8,773,150)
109,381 308,731
627,329 648,554

2,843,274 (11,462,275)
(293,756) (810,777)
(293,756) (810,777)
(10,333,963) 13,779,882
8,924,164 (1,188,578)

(1,222,113) (25.740)

(2,631,912) 12,565,564
(82,394) 292,512
339,889 223,444

2 (176,067)
257,495 339,889




Audit Report for Dakahlia Businessmen Association for Community Development as of 7
December 31%, 2010

Dakahlia Businessmen Association For Community Development
Statement of Changes in Net Assets / Equity
For the Year Ended December 31, 2010

Donated Equity 51,566,653

Retained earnings beginning of the period 40,279,125
Net Income of the prior year 16,475,485
Donations (1,222,113)
Retained earnings end of the period 55,632,497
Net Income of the current year 23,524,616

Balance as of December 31,2010 130,623,766
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Notes on the Financial Statements
December 31st, 2010

1 Introduction
Background

The Dakahlia Businessmen' Association for Community Development (DBACD) was founded as an NGO in
March 1995 and registered with the Ministry of Social Solidarity (MOSS), under Egyptian Law number 84 for
the year 2002.

Program’s Main Activities

e  Conduct development programs in Dakahlya Governorate.

e Provide small and micro loans and other related credit activities for operating projects.

. Work to enhance the Poor family income.

. Providing financial and non financial services to low income families in a sustainable and better quality
manner to contribute in improving their standard of living.
Objectives

. Contribute in providing more jobs through developing the performance of small businesses and

motivate the market

2 Significant Accounting Policies

21 Basis of accounting

Financial statements are prepared on an accrual basis. Under this basis, transactions are recognized
when they occur, not when cash is received or paid. As a conservative exception, interest income on
loans is recorded on a cash basis—that is, when it is received in cash.

© 2010 Grant Thornton Mohamed Hilal. All rights reserved.
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2.2 Preparing Financial Statements

The financial statements have been prepared in accordance with the applicable Egyptian Laws and
Regulations as well as the Egyptian Accounting Standards based on historical cost.

The Egyptian Accounting Standards ("EAS") require referral to International Financial Reporting
Standards ("IFRS)

The preparation of financial position in conformity with EAS requires the use of estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial position and the reported amounts of revenues and expenses
during the reporting period. Although these estimates are based on management's best knowledge of
current events and actions, actual results ultimately may differ from those estimates.

The financial statements Presentation comply with CGAP’s Disclosure Guidelines for Financial
Reporting by Microfinance Institutions. These guidelines are voluntary norms recommended by a
consultative group of international donors. Thus an association’s failure to comply with the CGAP
guidelines would not necessarily imply that the institution or its financial statements ate in violation of
any legal or other authoritative accounting or reporting standard.

The association maintains an electronic accounting system is in conformity with the international
financial and reporting standards and also maintains operational software for adequate management of

the microcredit portfolio.
2.3 Funds Recognition
Grants and donations for operations and for loan funds to be used in the current operating period are
recorded in the income statement, below the net income from operations. Grants and donations for
periods beyond the current operating period are recorded under liabilities as deferred grants (IAS 20)
24 Foreign Currency Transactions
The Association records all transactons in Egyptian pound. Foreign currency transactions are
evaluated based on the exchange rate declared at the date of transaction.
2.5 Cash and Cash Equivalents

For the purpose of preparing the cash flow statement, cash and cash equivalents includes cash on hand,
cash in banks.

© 2010 Grant Thornton Mohamed Hilal. All rights reserved.
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2.6

2.7

Fixed Assets

Fixed Assets are recorded at their historical cost inclusive of all other related costs needed for making
the asset ready for its intended use. Fixed assets are depreciated on the basis of their estimated useful
lives using the straight-line method at the following annual depreciation rates.

Asset Description Depreciation Rate

Buildings 2%

Equipments 20%
Photocopiers 20%
Office supplies 20%
Furniture 10%
Software 33%

— Depreciation of electronic equipment, furniture and fixtures is calculated based on their estimated
useful life using the straight line method of depreciation in accordance with usage rate.

— Depreciation of additions is calculated starting from the date of recording in accounting records

Tax Liabilities

Starting April, 2006, the Association withholds and/or adds taxes in connection with transactions
with third parties in accordance with applicable Egyptian tax Laws 91 year 2005. The company
records and remits withheld taxes to the designated tax authorities on schedule.

The Association is not subject to the Egyptian corporate income tax laws, however the Association is
responsible as employer to calculate, deduct and forward to tax authority -the association’s employee
income tax.

© 2010 Grant Thornton Mohamed Hilal. All rights reserved.
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