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BAKER TILLY
GEORGIA LTD

44, K. Aphkhazi str., Meidan Palace

Thilisi 0105, Georgia

Tel/Fax: (+995 32) 438 999

E-mail: office@bakertillygeorgia.ge
INDEPENDENT AUDITOR’S REPORT

the owners of Microfinance Organization Alliance Group Limited

We have audited the financial statements of Microfinance Organization Alliance Group Limited (the Company), whith comprise
Laance sheet as at 31 December 2007, and income statement, statement of changes in equity and cash flows statement for
the year then ended, and a summary of significant accounting policies and other explanatory related notes.

Management’s responsibility for the financial statements

Management 1s responsibie for the preparation and fair presentation of these financial statements n accordance with
International Financial Reporting Standards (IFRSs). This responsibility includes: designing, implementing and
internal contr

maintaining
ol relevant to the preparation and fair presentation of financial statements that are free from material
nisstaterment, whether due to fraud or error; selecting and applying appropriate accounting policies; and making accounting
estimates that are reasonable in the circumstances.

Auditor’s responsibility

Uur respensibility is to express an opinion on these financial statements based on our audit. We conducted our audit in
accerdance with International Standards on Auditing. Those standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance whether the financial statements are free from muaterial
isstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material
musstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an cpinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the

hinancial statements.

Wi believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion

[nour opinion, the accompanying financial statements give a true and fair view of the financial position of the Company as at

31 December 2007 and of its financial performance and its cash flows for the year then ended in accordance with [nternational
Financial Reporting Standards.
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IVICROFINANCE ORGANIZATION ALLIANCE GROUP LIMITED
Annual financial statements
(in Georgian Lari)

Fair value of financial instruments

The Company does not hold financial instruments that are traded on an active market. The fair values of financial instruments
held 3t the balance sheet date are estimated using discounted cash flows technigue. The fair values of financial instruments
approximate their carrying amounts less impairment provision (for loans to customers).

Note 6. LOANS TO CUSTOMERS

As at 31 December

2007 2006
L.oans to customers 7,075,244 1,317,493
— Less: customer advance deposits {100,902) (32,282)
Lesstimpairmeant provision (17,638) (8,478)
L=} Net loans to customers 6,956,704 1,276,733
Less: non-current portion (2,827,119) (445,185)
Dt
Current portion 4,129,585 831,548
-
n Ihe effective interest rates for [oans to customers are in the range of annual 18 to 60 percent.
‘ Note 7. PROPERTY AND EQUIPMENT
n Equipment Vehicles Furniture Total
=3 At 1 January 2006
Cost 5,875 3,835 9,710
| - Accumulated depreciation (183) C (63) (248
Net book amount 5,692 - 3,772 9,464
Year ended 31 December 2006
m Opening net book amount 5,692 - 3.272 9,464
Additions 12,785 6,132 520 19,437
=R Depreciation charge B (4,220) (1,662) (869) (6,751)
Closing net book amount 14,257 4,470 3,423 22,1510
m At 31 December 2006
_ost 18,660 6,132 4,355 29,147
Accumulated depreciation B . (4,404) ~ (1,662) {932) (6,998)
m Net book amount 14,256 4,470 3,423 22,149
Year ended 31 December 2007
m Opening net book amount 14,256 4,470 3,423 22,1484
Additions 6,092 8,230 2,475 16,797
m Disposals (956) - - (956)
Depreciation charge - (6,316) (2,179) (1,069) {9,564)
m Closing net book amount 13,076 10,521 4,829 28,426
m At 31 December 2007
| Cost 23,557 14,361 6,830 44,748
m ~ Accumulated depreciation ) (10,481) (3,840) _(2,001) (16,322)
| Net book amount 13,076 10,521 4,829 28,426
= -
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MICROFINANCE ORGANIZATION ALLIANCE GROUP LIMITED
Annual financial statements
(in Georgian Lari)

Note 8.  INTANGIBLE ASSETS
Software
At 1 January 2006
Cost =
Accumulated amortisation -
Net book amount 7 7 o -
Year ended 31 December 2006
Opening net book amount -
Additions 4,528
Armortisation charge (138)
Closir:g netitra_ook amount o 4,390
At 31 December 2006
Cost 4,528
Accumulated amortisation (138)
Net book amount a - 4:’»9*0
Year ended 31 December2007
Opemng net book amount 4,390
Additions 1,018
Amortisation charge (4€b)
7C|osing7nfet book amount 7 7 a 4,922
At 31 December 2007
Cost 5,546
Accumulated amortisation (624)
Eét book amount a,ﬁ
Note 9. DEFERRED PROFIT TAX ASSET LIABILITY
Property and Loans to Tax ]955
; carried Total
equipment customers forward
Deferred profit tax asset
AL 1 January 2006 - - 3,053 3,053
Movement - 1,272 (3,053) {1,781)
At 1 December 2006 - 1,272 . 1,272
" Movement s 1,374 . 1,374
At 31 December 2006 - 2,646 = 2,646
Deferred profit tax Liability
At | lanuary 2006 245 - - 245
Movemeant (190) - - (130)
At 1 December 2006 55 - . 55
Movement - 662 = 7 2 662
At 31 December 2006 717 - - 717
|
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VIICROFINANCE ORGANIZATION ALLIANCE GROUP LIMITED

Annual financial statements
(in Georgian Lari)

Note 10. TRADE AND OTHER PAYABLES

As at 31 December

2007 2006

Profit tax payable 136,458 -
Orther taxes payable 1,727 638
Trade payables 1,208 711
Total trade and other payables 139,393 1,349

Note T'H BORROWINGS

As at 31 December
2007 2006

Fixed interest rate borrowings

Less: non-current portion

5,843,008 1,051,464
(5,257,699)  (477,388)

Current Portion

585,309 574,076

Sorrowings are mainly from related parties at fixed interest rates in the range of 16 to 24 percent. Long-term borrowings do

not bear fixed matunty dates and the earliest call for repayment may be received in 2009.

The carrying amounts of the Company’s borrowings are denominated in the following currencies:

As at 31 December
2007 2006

Georgian lari
United states dollar

[ ure

221,525 330,521
363,784 243,555
5,257,699 477,388

Total borrowings

5,843,008 1,051,464

Note 12. PROFIT TAX EXPENSE

As at 31 December

2007 2006

Current profit tax charge 136,458 -
Deferred profit tax charge 712y (1,591)
Total profit tax charge 135,746 (1,591)
16



