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~AKER TILLY 
GEORGIA LTD 

44 , K. Aphkhazi str., Me idan Palace 

T bili s i 0105 , Georg ia 

Tell Fax: (+995 32) 43R 999 

E-mail: offi cc@b:lke rtiIJygeorg ia.g e 

INDEPENDENT AUDITOR'S REPORT 

To the owners of M icrof inance Organization All iance Group Limited 

Wf rd ve audited the financial st atements of M icrofinan ce Organization Alliance Group Limited (the Company ), which compr ise 

i;dl.]n" e , heet a s at 31 Decembel 2007, and income statement, sta tement of changes in equ ity and cash fl ows sta tement fo r 

I ii!:' yl 'ar I hen ended, and a sUlll m ary of sign ificant accourlt ing po lic ies and other exp lanatory re la ted notes 

Management's responsibility for the finan cial statements 

MiJ rl ilgf'm il t IS r spon slble for the preparation and fa ir p rese ntation of these fina ncial statements In acco rd allCe w ith 

Intellh,t io nal Fina nc ial Reportin g Stan da rds (IFRSs). Th is responsibility includes: designing, inlPle menting and mainta in ing 

internal ontro l relevant to the preparation and fair presentation of fin ancial statements that are free fro m maler ial 

1l1isstate m nt, w heth er due to f raud o r error; selecting and applying app ro pria te accoun t ing policies ; and making accounting 

€s t linates tha t are reaso nab le In the circumstances. 

Auditor's responsibility 

Our r,'spo I1Si iJi irty is to expre ss an opinion on t hese fi nancial statements based on our audit. We condu cte d o ur aud it in 

,1li I'lcie lice w r hil i ernat lo nal Standards o n Audi ting. Those standards requi re that we comply w ith ethical requ iremen sa nd 

pldll and p I fo rm he audit to obtain reasonable assurance whether the financial statements are free from material 

nllssl atenlent . 

An dudit involves perrormi ng procedures to obta in audit evidence about the amounts and disclosures In tht: fjrlJ nclal 

~tJle l lll"rll" Th e plocedu res selected depend on the auditor 's judgmen t, inclu d ing t he asse ssment of the risks of mate(l,11 

nllS5la temen i of til," fi nancial statements, whether du e to fraud or error. In mak ing those fisk assessments, he audrlor 

cO I I~ id e r ~ in t 1110 1 co ntrol releva nt to the en tity's preparation and fair presentation of the fin anc ial statements in o rder 

deSign au dit p roceci LJI es that al'e appropriate in the Circumstances, but not for the purpose of expresSing an opi ll i II 0 11 the 

e feetlve ness o f t h ntity 's in terna l contro l. An audit also Includes evaluating the appropriateness of accounting polrcies lJsecl 
IHj I he re asona b leness of acco nting estimates made by management, as w ell as eva luating the overall pre se nt at io n o f the 

rH),II1rlal Sl,l t ements . 

'vV,- IJe lreve thil t he ,1uurt F. vidence w e have obta ined is suffic ient and appro priate to provide a basis for our audit op inion. 

Opinion 

If! our opinion, t he accompa nying financial statements give a true and fair v iew of the financia l pos ition of the Company ,;5 at 

31 )(:' 1 ember 2007 Jnd of its lila ncial performance and its cash flows for the year then ended in accordance With Intern atronal 

~lnd l 'Clal R por t ing Sta ndards. 

/? t ( , j.e:r ~ ,c I /~ 
,C\ iJ ll l 3U, 2008 

Thills!. G,"o rg iJ 

~ an Independent member of 

BAKER TILLY 
INTERNATIONAL 
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MICROF INANCE ORGANIZATION ALLIANCE GROUP LIMITED 

Ann ua l financial statements 

(in Georgian Lori) 

Defe rre d Income tax is provi ded in fu ll, us ing the liability method, on temporary differences arising between the tax bases of 

assets and liabilities and their carrying amounts in the financial statements. However, the deferred income tax is not accounted 

fo , if i t arises from initial recognit ion of an asset or liability in a transaction other than a bu siness combination that at the tim e 

of the t ra nsact ion affects ne ither accounting nor taxable profit or los s. Deferred income tax is determin ed using tax rates (a nd 

laws) l hat have been enacted or subs tant ially enacted by the balance sheet date and are expected to apply when the related 

deferred income tax asset is rea lised or the deferred income ta x liabili ty is settled . 

Income tax assets are recognised to the extent that it is probab le that future ta xab le pro fit wi ll be ava ilable aga inst 

whith the l emporary differences can be utilised 

3.12 . Employee benefits 

Tllf.: COl npany's ma ndato ry contr ibut ions to the government pension scheme are expensed when incurred. 

'\ Oil' -to FINANCIAL RISK MANAGEMENT 

FO I t'ign exc ll nge fISk. The Majority of the Company' s assets are denom inated in its functiona l currency (G t:L) while liabil i ties 

J le ill ro n2ign cu rrencies (predominantly, EUR ) and th e Compa ny IS exposed to cur rency exc hange r isk. 

In t he absence of deve loped foreign exchange hedging instruments in the count ry, the Company plans to employ the asset 

liab il i ty approach where poss ible to mitiga te its exposure to the risk 

The c.om pany is mainly expo sed to the Euro an d US Dollar . The following ta ble details the Company's se nsitivit y to a 10% 

II)Cled,e an d d crea se of Georgian Lari against the rele vant foreign currencies. 10% is the se nsiti v ity rate used wh en ,'e porti ng 

ror elgn curre 'lcy ris k internal ly to key management personnel and represents management's assessment of the reasona bly 

possihl change in forei gn exchange rates The sensitivity analysis inclu des only outstand ing foreign currency de nom inated 

mon etary item s and adjusts the ir translation at the period end for a 10% change in foreign currency rate s. The senS it ivity 

Jnalysis includes externa l loans where the denomination of the loa n is in a currency other than the currency of th e lender or 

tile borrower. A pos itive number below ind icates an increa se in profit and/o r equity w he re the GEL st rengthens 10% against th e 

re levan currency. For a 10% weake ning of the GEL against the re leva nt curre ncy, t here wou ld be an equa l and o pposi te impact 

on Ih prof i t an d o lher equi ty, and th e bala nces be low wou ld be negative. 

USD EUR 

2007 2006 2007 2006 

Profi t (la, s) (23, 477) 22, 130 472,799 (5 2) 

Equ it y 

C,edil I'i,k. The Company has certain proced ures to assess and mitigate this risk . Each custome r IS assessed accor ding to cred it 

methodology Which includes both qua litative and quantitative factors. Depe ndi ng o n customer credit r isk leve l coll ateral t p 

'; 110 <;Il€ is def ined. During cred it cycle customers are monitored according to internal procedures. I'he customer scori ng system 

is II nde r deve lo pment and w ill be imp lemented in the second half of 2008 

LiqU idity risk . The risk implies cas h shortages resulting in late payments to cred ito rs. 

rh,s risk was not an Is sue to date as the Company did not have significant externa l bor rowings , the ma jority o f funds were 

5up jJli ed by the owner "A ll iance Group Holding" and there was no Signi fi cant repayment of pr incipa l so far . In 2008 the 

CompCl ny expects considerable growth through external finan cing as a resu lt li quidity r isk management wi ll become more 

impol'lant. The Compa ny will create an ALM (Asset and Liability Management) division which w ill be respons ible for li qU idi ty 

management. 

Tne fo llowin g table s detail the Compan y' s remain ing contractua l maturity for its non-derivative financial liabi lit ie s The abies 

have been draw n up based o n the undiscounted cash flo ws of financial liabilities based on the earliest date on which th e 

Co mpany can be required to pay . Th e amounts IIlclude pr inc ipal amounts and current interest accrua ls. 
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MICROFINANCE ORGANIZATION ALLIANCE GROUP LIMITED 

An nu al fin ancia l state ments 

(in Geo rgian Lori) 

Fair value of finan cial in struments 

The Company does not hold finan cial instruments that are traded on an active market. The fai r values of fi na ncial IIl stru ments 

held at th " IJCll ance sheet da te are est imated using discounted cash flow s technique The fai r va lues o f financia l instruments 

;rpprox imat their carrying am ou nts less impa irment provision (for loans to customers). 
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LOANS TO CUSTOMERS 

As at 31 Dece mber 

2007 2006 

Loa ns to Cllsto mers 

Less: customer advance depos its 

Lt! ,: impairme nt provision 

7,075, 244 1,317,493 

(100,902) (3 2,28 7) 

( 17, 638) (8,47 8) 

Net loans to customers 6,956,704 1,276,733 

LQss: no n-cu rre nt port io n (2,827, 119) (4 45 ,185) .. 
The dfecti ve interes rates for loa ns to customers are in the range o f annual 18 to 60 percent. 

-,~. .. 
:"Ol l' 7. PROPERTY AND EQUIPMENT 

Equipment Ve hicles f'urniture Total 

Curren t portion 4,129,585 831,548 

At 1 January 2006 

Cos l 5,875 3,835 9,710 
I\r(UrYI ula d depreciation (183) (63) (246 ) 

Net book amount 5,692 3,772 9,464 

Year ended 31 December 2006 

Op ning ne t boo k amount 5, 692 3,772 9,4 64 
ArJ dllions 12,785 6, 13 2 520 19,43 7 
Uepreciallon charge (4,220) (1, 662) (869) (6,751) 

Closing net book amount 14,257 4,470 3,423 ZZ,150 

At 31 Decem ber 2006 

Co~, t 18,660 6,132 4 ,355 29,14 7 
Accumu lated deprecia tion (4 ,4 04) (1 ,662) (93 2) (6,998) 

Net book amount 14,256 4,470 3,423 ZZ,149 

Year ended 31 December 2007 

o rlf' 11 In Ile t book amount 14,256 4,470 3,423 22 ,1 49 
Additio ns 6,092 8,230 2,475 16,797 

Disposa ls (956) (956) 
[)e preci at ion charge (6, 316) (2 ,179 ) (1,069) (9,5 64 ) 

Closing net book amount 13,076 10,521 4,829 28,426 

At 31 December 2007 

Cust 23,55 7 14,361 6,830 tl " , 748 
Accumu lated depreciation ( 10,48 1) (3 ,84 0) (2,001) (16,322) 

Net book amount 13,076 10,521 4,829 28,4 26 
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MICROFINANCE ORGANIZATION ALLIANCE GROUP LIMITED 

Annual financial statements 

(In Georgian Lori) 

"otl' 8. INTANGIBLE ASSETS 

Software 

At 1 January 2006 

c.o~t 

Accu mulate d amortisa t ion 

Net book amount 

Year ended 31 December 2006 

Opening net book amount 

Addition s 4,5 28 

A/nortisil Ion charge (1 38) 
----------~--------------------------------------------------------------~ 

Closing net book amount 4,390 

At 31 December 2.006 

l ost 4,528 

Accumula te d amortisation ( l38) 

Net book amount 4,390 

Year ended 31 December2007 

Or f'nlng ne t book amount 4, 390 

Addl ion, 1,018 

AII1() llI sJLion cha rge (4 8b ) 
----~------------------------------------------------------------------------------

Closing net book amount 4,922 

At 31 December 2007 

ost 5,546 

Accumulate d amortisation (62 4) 

Net book amount 4,9 22 

\ utl' 'l. DEFERRED PROFIT TAX ASSET LIABILITY 

Tax loss 
Property and Loans to 

ca rried Total 
equipment customers 

forwa rd 

Deferred profit tax asset 

At 1 January 2006 3,053 3, 053 

M ovem en t 1,272 (3 ,053 ) (1,781 ) 

At 1 December 2006 1,272 1,272 

Moverne n 1,374 1,374 

At 31 December 2006 2,646 2,646 

Deferred profit tax Liability 

At l Jam/drY 2006 245 245 

IV1 veme nt (190) (190) 

At 1 December 2006 55 55 

IV1 verne nt 662 66 2 

At 31 December 2006 717 717 
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MICROFINANCE ORGANIZATION ALLIANCE GROUP LIMITED 

Annual fi nancial sta tements 

(in Georgian Lori) 

Note 10. TRADE AND OTHER PAYABLES 

As at 31 December 

2007 2006 

Profit ta x payable 136,458 

Other taxes payable 1,727 638 

Trad e payables 1,208 711 

Total trade and other payables 139,393 1,349 

1"1 U Il' I I. BORROWINGS 

As at 31 December 

2007 2006 

Fixed inte rest rat e bo rrow ings 5,843 ,008 J ,051,464 

Less: non -cu rrent po r ti on (5,257 ,699) (477, 388 ) 

Current Portion 585,309 S74,076 

Borrowings are main ly from related part ies at fi xed intere st rate s in the range of 16 to 24 percent. Lo ng-term bOl row ings do 

nOl U<"dr fixed mJtu rlty dates and the ear li est call for repayment may be re ce ived in 2009 . 

The carryi ng amounts of the Compa ny's borrowings are deno minated in the following currenc ies : 

As at 31 December 

2007 2006 

Geo rgian larl 221,525 330,521 

United stales do l!ar 363,784 24 3,555 

l UI" 5,257,699 477, 388 

Total borrowings 5,843,008 1,051,464 

Note 12. PROFIT TAX EXPENSE 

As at 31 Decell1be l 

2007 2006 

CUI re nt pro rl t tax charge 136,458 


De felled pro fit tax charge (712) (1 ,591) 


T .11 pro fit tax charge 135,746 ( ,591 ) 

16 


