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Independent Auditors’ Report on Internal Control
To the Shareholders of
AMEEN S.A.L.

Beirut  -  Lebanon

We have audited the accompanying balance sheet of AMEEN S.A.L. as of September 30, 2005 and the related statements of income, changes in shareholders’ equity and cash flow for the year then ended.
We conducted our audit in accordance with International Standards on Auditing. Those standards require that we plan and perform our audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.
The management of AMEEN S.A.L. is responsible for establishing and maintaining an internal control structure. In fulfilling this responsibility, estimates and judgments by management are required to assess the expected benefits and related costs of internal control structure policies and procedures. The objectives of an internal control structure are to provide management with reasonable, but not absolute, assurance that assets are safeguarded against loss from unauthorized use or disposition, and that transactions are executed in accordance with management’s authorization and recorded properly to permit the preparation of the financial statements in accordance with the basis of accounting described in Note (2) to the financial statement. Because of inherent limitations in any system of internal control, errors or irregularities may nevertheless occur and not be detected. Also, projection of any evaluation of the structure to future periods is subject to the risk that procedures may become inadequate because of changes in conditions or that the effectiveness of the design and operation of policies and procedures may deteriorate.

In planning and performing our audit of the financial statement of AMEEN S.A.L. for the year ended September 30, 2005, we obtained an understanding of the internal control structure. With respect to the internal control structure, we obtained an understanding of the design of relevant policies and procedures and whether they have been placed in operation, and we assessed control risk in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not provide an opinion on the internal control structure. Accordingly, we do not express such an opinion.
Our consideration of the internal control structure would not necessarily disclose all matters in the internal control structure that might be material weaknesses under standards established by the U.S. Government. A material weakness is a reportable condition in which the design or operation of one or more of the specific internal control structure elements does not reduce to a relatively low level the risk that errors or irregularities in amounts that would be material in relation to the financial statements may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. We noted no matters involving the internal control structure and its operation that we consider to be material weaknesses as defined above.
However, we noted certain matters involving the internal control structure and its operation that we have reported to the management of AMEEN S.A.L. in a separate letter dated November 7, 2005.
This report is intended for the information of the management of AMEEN S.A.L., and Cooperative Housing Foundation – Washington.

November 7, 2005

Grant Thornton

Mowafak Al Yafi, Ph.D

Managing Partner

Independent Auditors’ Report on Compliance
To the Shareholders of
AMEEN S.A.L.

Beirut  -  Lebanon

We have audited the accompanying balance sheet of AMEEN S.A.L. as of September 30, 2005 and the related statements of income, changes in shareholders’ equity and cash flow for the year then ended.
We conducted our audit in accordance with International Standards on Auditing. Those standards require that we plan and perform our audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. 
Compliance with agreement terms and laws and regulations applicable to AMEEN S.A.L. is the responsibility of AMEEN S.A.L. management. As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, we performed tests of AMEEN S.A.L.’s compliance with certain provisions of agreement terms and laws and regulations. However, our objective was not to provide an opinion on overall compliance with such provisions. Accordingly, we do not express such an opinion.
The results of our tests indicate that, with respect to the items tested, AMEEN S.A.L. complied, in all material respects, with the provisions referred to in the preceding paragraph. With respect to items not tested, nothing came to our attention that caused us to believe that AMEEN S.A.L. had not complied, in all material respects, with those provisions.
However, we noted certain immaterial instances of noncompliance that we have reported to the management of AMEEN S.A.L. in a separate letter dated November 7, 2005.
This report is intended for the management of AMEEN S.A.L. and Cooperative Housing Foundation – Washington.

November 7, 2005

Grant Thornton

Mowafak Al Yafi, Ph.D

Managing Partner

Independent Auditors’ Report

Opinion on the Basic Financial Statements
To the Shareholders of
AMEEN S.A.L.

Beirut  -  Lebanon

We have audited the accompanying balance sheet of AMEEN S.A.L. as of September 30, 2005 and the related statements of income, changes in shareholders’ equity and cash flow for the year then ended.
These financial statements are the responsibility of the company's management. Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with International Standards on Auditing. Those standards require that we plan and perform our audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.
In our opinion, the financial statements referred to above, present fairly, in all material respects, the financial position of the company as of September 30, 2005, and the results of its operations, the changes in its equity and its cash flows for the year then ended in accordance with International Financial Reporting Standards.

.

November 7, 2005

Grant Thornton

Mowafak Al Yafi, Ph.D

Managing Partner

Balance Sheet as of September 30, 2005
	Assets
	Note
	30/09/2005
	

	 
	
	USD
	

	Cash and Banks
	3
	120,150
	

	Loans Receivable (Net)
	4
	275,126
	

	Prepayments
	
	3,904
	

	Employee Receivable
	
	50
	

	Other Receivables: CHF International (AMEEN)
	
	150,558
	

	Fixed Assets 
	5
	7,541
	

	
	
	557,329
	


	Liabilities
	
	
	

	Accounts Payable and Accruals
	6
	8,019
	

	Accrued Employee Benefits
	7
	13,999
	

	VAT Payable
	
	15,652
	

	Taxes Payable
	
	506
	

	Provision for Staff Indemnity
	
	795
	

	
	
	38,971
	


	
	
	
	

	Shareholders’ Equity
	
	
	

	Share Capital
	8
	520,040
	

	Retained Earnings
	
	(1,682)
	

	
	
	
	

	Liabilities and Shareholders’ Equity
	
	557,329
	


The financial statements were approved for issue by the General Manager on November 7, 2005 
_________________






________________
Ziad Halaby







Ussama Al Kaisi

General Manager






Financial Manager

The accompanying accounting policies and notes form an integral part of these financial statements
Income Statement for the year ended September 30, 2005
	
	
	
	

	
	
	30/09/2005
	

	
	
	USD
	

	AMEEN Service Fees
	9
	674,545
	

	Commission Income LCB
	
	41,662
	

	Interest Income LCB
	
	78,806
	

	Penalty Income LCB
	
	4,714
	

	Bank Interest LCB
	
	9,852
	

	Exceptional Revenues
	
	3,308
	

	Total Revenue
	
	812,887
	

	
	
	
	

	General and Administrative Expenses
	10
	(132,793)
	

	Salaries & Related Expenses
	11
	(667,121)
	

	Depreciation Expense
	
	(829)
	

	Taxes and fees
	
	(9,147)
	

	Bad debt expense
	
	(1,714)
	

	Interest Expense 
	
	(2,218)
	

	Total Expenses
	
	(813,822)
	

	
	
	
	

	Net Profit (Loss) of the Year
	
	(935)
	

	
	
	
	


The accompanying accounting policies and notes form an integral part of these financial statements

Statement of Changes in Shareholders’ Equity for the year ended September 30, 2005
	
	
	
	
	
	Retained
	
	

	
	
	
	Capital
	
	Earnings
	
	Total

	
	
	
	USD
	
	USD
	
	USD

	
	
	
	
	
	
	
	

	As of 30/09/03
	
	
	20,040
	
	(6,268)
	
	13,772

	Increase in Capital
	
	
	500,000
	
	-
	
	500,000

	Net Income for the Year
	
	
	-
	
	5,521
	
	5,521

	
	
	
	
	
	
	
	

	As of  30/09/04
	
	520,040
	
	(747)
	
	519,293

	Net Income for the Year
	-
	
	(935)
	
	(935)

	As of 30/09/05
	
	
	520,040
	
	(1,682)
	
	518,358


The accompanying accounting policies and notes form an integral part of these financial statements

Cash Flow Statement for the year ended September 30, 2005
	
	
	
	

	
	
	30/09/2005
	

	
	
	USD
	

	Cash flows from Operating Activities
	
	
	

	
	
	
	

	Net Loss for the year 
	
	(935)
	

	Adjustment for items not involving the movement of funds
	
	
	

	     Depreciation
	
	829
	

	     Provision for Staff Indemnity 
	
	1,416
	

	     Operating profit (loss) before changes in working capital
	
	1,310
	

	Changes in Working Capital
	
	
	

	     Loans Receivable
	
	(169,100)
	

	     Prepayments
	
	(3,116)
	

	     Employee Receivables
	
	(50)
	

	     Accounts Payable and Accruals
	
	855
	

	     Accrued Employee Benefits
	
	2,688
	

	     VAT Payable
	
	(8,163)
	

	     Taxes Payable
	
	276
	

	
	
	
	

	Net Cash Used in Operating Activities
	
	(175,300)
	

	
	
	
	

	Cash Flows from Investing Activities 
	
	
	

	  Purchase of Property, Plant and Equipment
	
	(1,654)
	

	  Property, Plant and Equipment Transferred to CHF
	
	1,400
	

	Net Cash Used in Investing Activities 
	
	(254)
	

	
	
	
	

	Cash Flows from Financing Activities
	
	
	

	Staff Indemnity Paid
	
	(621)
	

	Receivables from Related Parties: CHF International (AMEEN)
	
	50,102
	

	Net Cash Provided from Financing Activities
	
	49,481
	

	
	
	
	

	Net Decrease in Cash and Cash Equivalents 
	
	(126,073)
	

	
	
	
	

	Analysis of  Net Decrease in Cash and Cash Equivalents
	
	
	

	Cash and Cash Equivalents at the end of the year 
	3
	98,610
	

	Cash and Cash Equivalents at the beginning of the year
	3
	224,683
	

	
	
	
	


The accompanying accounting policies and notes form an integral part of these financial statements

Notes to the Financial Statements for the year ended September 30, 2005
1. Formation and Objective of the Company
AMEEN S.A.L. is a Lebanese Company affiliated to CHF International. The objective of the company is to provide management services to CHF International concerning AMEEN program, in addition to providing services in the field of development and related services. 
2. Significant Accounting Policies
The financial statements have been prepared in accordance with International Financial Reporting Standards.

(a) Accounting Policies
The company uses the accrual basis. An exception to this is the loan portfolio.
(b) Main Currency

The U.S. Dollar is considered the main currency for reporting purposes to shareholders, management and other users. Financial statements in Lebanese pounds are prepared to meet local regulations, where Lebanese Pound is regarded as the official currency to be recorded in official accounting records to be used for tax returns in accordance with Lebanese laws. Expenses denominated in Lebanese pounds are translated during the year at the exchange rates that approximate the prevailing rates of exchange.
(c) Property, Plant and Equipment

Property, plant and equipment are recorded at cost.
The carrying amounts are reviewed at each balance sheet date to assess whether they are recorded in excess of their recoverable amount. Where carrying values exceed the recoverable amount, assets are written down to their recoverable amount in order to reflect the impairment loss.

Gain or loss arising on the disposal or retirement of an asset is determined as the difference between the sale proceeds and the carrying amount of the asset and is recognized in the income statement.

(d) Depreciation

Depreciation is calculated to write down the cost less estimated residual value of all property, plant and equipment by equal annual instalments over their expected useful lives.  The rates used are:
Computer and Office Equipment
15%
Furniture



7.5%
Communication Equipment

15%
 (e) Taxation

The change for current tax is based on the results for the year as adjusted for items which are non- assessable or disallowed. It is calculated using tax rates that have been enacted or substantively enacted by the balance sheet date.
 (f) Provision for Staff Indemnity

Provision is made for the full amount of statutory indemnity due to employees of their periods of service up the balance sheet date in accordance with the Lebanese Labour Law and is shown as a long term liability.

 (g) Revenue Recognition

Revenues are recognised upon the performance of services.
Interest income – on an effective yield basis.
(h) Cash and Cash Equivalents
For purpose of the statement of cash flows, all bank deposits and cash balances are considered as cash and cash equivalents. Bank deposits with original maturity of more than 3 months from the date of acquisition are considered to be investing activities.
3. Cash and Banks
	
	30/09/2005
	

	
	USD
	

	JTB AMEEN New Capital
	20,040
	

	JTB AMEEN L/G
	1,500
	

	Long Term Deposits
	21,540
	

	JTB AMEEN Operations
	5,667
	

	LCB AMEEN Capital Fund
	55,680
	

	LCB AMEEN Commissions
	3,908
	

	LCB AMEEN Repaid
	26,223
	

	LCB AMEEN Interest Revenue
	6,141
	

	LCB AMEEN Penalty
	491
	

	Petty Cash
	500
	

	Cash and Cash Equivalents
	98,610
	

	
	120,150
	

	
	
	


4. Loans Receivable
	
	30/09/2005
	

	
	USD
	

	Loans Receivable (Gross)
	276,840
	

	Allowance for Bad Debt
	(1,714)
	

	Loans receivable (Net)
	275,126
	

	
	
	


5. Fixed Assets
	
	
	Computer and Office Equipment
USD
	
	Furniture
USD
	
	Communication
Equipment

USD
	
	Total

USD

	Cost
	
	
	
	
	
	
	
	

	As of September 30, 2004
	
	1,902
	
	6,238
	
	429
	
	8,569

	Transferred to CHF
	
	
	
	(1,400)
	
	
	
	(1,400)

	Additions during the year
	
	789
	
	490
	
	375
	
	1,654

	As of September 30, 2005
	
	2,691
	
	5,328
	
	804
	
	8,823

	
	
	
	
	
	
	
	
	

	Depreciation
	
	
	
	
	
	
	
	

	As of September 30, 2004
	
	(336)
	
	(42)
	
	(75)
	
	(453)

	Provided for during the year
	
	(344)
	
	(404)
	
	(81)
	
	(829)

	As of September 30, 2005
	
	(680)
	
	(446)
	
	(156)
	
	(1,282)

	
	
	
	
	
	
	
	
	

	Net Book Value as of
	
	
	
	
	
	
	
	

	September 30,2005
	
	2,011
	
	4,882
	
	648
	
	7,541

	
	
	
	
	
	
	
	
	

	Net Book Value as of
	
	
	
	
	
	
	
	

	September 30,2004
	
	1,566
	
	6,196
	
	354
	
	8,116


6. Accounts Payable and Accruals
	
	30/09/2005
	

	
	USD
	

	Accounts Payable
	200
	

	CHF International (AMEEN)
	49
	

	Accrued Expenses
	7,770
	

	
	8,019
	

	
	
	


7. Accrued Employee Benefits
This account represents the income tax and social security contribution on employees’ salaries.
8. Share Capital

	Capital is represented by 780,000 shares of nominal value 1,000 Lebanese pound each.

	The partners shares are as follows : 

	
	
	
	
	No. of shares 
	
	%
	
	Amount in USD

	Michael Doyle
	
	
	
	10
	
	0.001%
	
	6.67

	CHF International
	
	
	
	779,960
	
	99.996%
	
	520,013.40

	Ziad Halaby
	
	
	
	10
	
	0.001%
	
	6.67

	Ayman Abdallah 
	
	
	
	10
	
	0.001%
	
	6.67

	Amal Abdallah 
	
	
	
	10
	
	0.001%
	
	6.67

	Total
	
	
	
	780,000
	
	100%
	
	520,040.08


9. AMEEN Service Fees
These are the fees received by AMEEN S.A.L. from CHF International (AMEEN Program) in return of the services provided.

10. General and Administrative Expenses

	
	30/09/2005
	

	
	USD
	

	Office Supplies
	1,471
	

	Transportation Expenses
	7,004
	

	Communication Expenses
	12,248
	

	Postage and Delivery
	1,106
	

	Maintenance Expenses
	2,692
	

	Rent Expenses
	24,000
	

	Utilities Expenses
	2,665
	

	Representation
	2,538
	

	International Travel
	100
	

	Temporary Personnel
	3,669
	

	Audit Expense
	6,000
	

	Legal Consultants
	8,500
	

	Tax Consultants
	4,100
	

	Local Consultants
	1,600
	

	Training and Development
	200
	

	Insurance Expense
	37,405
	

	Operating Office Expense
	5,321
	

	Legal Expenses
	2,134
	

	Programming Expenses
	1,810
	

	Stationaries
	3,389
	

	Printing and Duplication
	4,406
	

	Publication and books
	353
	

	Dues and Membership
	40
	

	Miscellaneous Expenses
	42
	

	
	132,793
	


11. Salaries and Related Expenses

	
	30/09/2005
	

	
	USD
	

	Salaries and Incentives
	440,052
	

	Transportation
	45,884
	

	Field, School and Other Allowances
	76,003
	

	Social Security
	102,990
	

	Telecommunication
	776
	

	Staff Indemnity
	1,416
	

	
	667,121
	


Special Auditors’ Report

Article no. 158

To the Shareholders of
AMEEN S.A.L.

Beirut - Lebanon

During our examination of the financial statements of AMEEN S.A.L. as of September 30, 2005 and after taking into consideration the statement of the Lebanese commercial law article 158, and depending on the information submitted to us from the management and our test of the accounting entries that are mentioned in our report on the financial statements at the same date:
We disclose to you the transactions that took place between the company and its board of directors and the companies represented by their board of directors.
· The credit balance of CHF International was USD49 as of 30/09/2005 (nil as of 30/09/2004).
· The debit balance of CHF International amounted to USD150,558 as of 30/09/2005 (USD200,660 as of 30/09/2004).
Knowing that the fees received from CHF AMEEN Program during 2005 amounted to USD674,545.
The planned procedures for the year 2005 are subject to resolutions of the shareholders general assembly that will meet to discuss the financial statements for the year ended December 31, 2005.
All the information found in this report concerning the Lebanese commercial law article no. 158 is submitted to us from the management; As a result, what has been mentioned above is what should be disclosed to the general assembly in reference to the above mentioned article.
November 7, 2005

Grant Thornton

Mowafak Al Yafi, Ph.D

Managing Partner
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