Statement of Management’s Responsibilities for the Preparation and Approval of the Financial
Statements for the Year Ended 31 December 2012

The following statement, which should be read in conjunction with the independent auditor's responsibilities
stated in the independent auditor’s report set out on page 2, is made with a view to distinguishing the respective
responsibilities of management and those of the independent auditor in relation to the financial statements &f
Microfinance Organization Giro Credit Limited Liability Company (the “MFQ").

Management is responsible for the preparation of the financial statements that present fairly the financial
position of the MFO at 31 December 2012, and the results of its operations, cash flows and changes in equity
for the year then ended, in accordance with International Financial Reporting Standard for Small and Mediumn-
sized enterprises (“IFRS for SMEs”").

In preparing the financial statements, management is responsible for:

. Selecting suitable accounting principles and applying them consistently;

. Making judgments and estimates that are reasonable and prudent;

. Stating whether IFRS for SMEs have been followed, subject to any material departures disclosed and
explained in the financial statements; and

° Preparing the financial statements on a going concern basis, unless it is inappropriate to presume that the
MFO will continue in business for the foreseeable future. '

Management is also responsible for:

. Designing, implementing and maintaining an effective and sound system of internal controls, throughout
the MFO;
. Maintaining proper accounting records that disclose, with reasonable accuracy at any time, the financial

position of the MFO, and which enable them to ensure that the financial statements of the MFO comply
with IFRS for SMEs;

. Maintaining statutory accounting records in compliance with legislation of Georgia;
. Taking such steps as are reasonably available to them to safeguard the assets of the MFO; and
° Detecting and preventing fraud and other irregularities.

The financial statements for the year ended 31 December 2012 were authorized for issue on 15 May 2013 by
the Management Board.
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INDEPENDENT AUDITOR’S REPORT

To the Owners and Management of Microfinance Organization Giro Credit Limited Liability Company:

We have audited the accompanying financial statements of Microfinance Organization Giro Credit Limited
Liability Company (the “MFQ”), which comprise the statement of financial position as at 31 December 2012, and
the statement of comprehensive income, statement of changes in equity and cash flow statement for the year
then ended, and a summary of significant accounting policies and other explanatory notes (the “Financial *
Statements”).

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of the Financial Statements in accordance
with International Financial Reporting Standard for Small and Medium-sized Entities (“IFRS for SMEs"). This
responsibility includes maintaining internal control relevant to the preparation of financial statements that are
free from material misstatement, whether due to fraud or error; selecting and applying appropriate accounting
policies that are consistent with IFRS for SMEs; and making accounting estimates that are reasonable in the
circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on the Financial Statements based on our audit. We conducted our
audit in accordance 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 material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
Financial Statements. The procedures selected depend on the auditors’ judgment, including the assessment of
the risks of material misstatement 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 opinion on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the Financial
Statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a reasonable basis
for our qualified opinion on the Financial Statements.

papto Group is @ member of the RSM network. Each member of the RSM network
is an independent accounting and advisory firm which practices in its own
right. The RSM network is not itself a separate legal entity in any jurisdiction.
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Basis for Qualified Opinion

1) The MFOQ's total interest income for the year ended 31 December 2012 of GEL 606,882 includes
amounts earned on loans collateralized by motor vehicles of GEL 15,824 and loans collateralized by
precious metals of GEL 4,825 that have been accrued without supporting documents via manual entry
to adjust differences in the MFO's accounting software. The MFQO’s records indicate that had
management not made accrual of the above interest income amounts, total interest income for the
reporting year would have been decreased by GEL 20,649. Accordingly, the equity balance at 31
December 2012 and amounts of income tax expense and net profit for the year then ended would have
been reduced by GEL 17,552, GEL 3,097 and GEL 17,552, respectively. We were unable to assess the
effect of the above on loans to customers balance at 31 December 2012, since the MFO's records do
not indicate what part of the interest income accrued without supporting documents was paid by
customers;

2) The MFO's fee and commission income for the year ended 31 December 2012 of GEL 36,816 entirely
consists of loan origination fee. Management has not included this as transaction price at initial
recognition of loans to customers, which is a departure from IFRS for SMEs. The MFO's records *
indicate that had management included loan origination fee in transaction price at initial recognition of
loans to customers, fee and commission income would have been decreased by GEL 36,816. However
we were unable to assess the effect on amortized cost of loans to customers as recalculation of
amortized cost of all the loans to customers was not included into the scope of our audit. Respectively
we were unable to assess the effect of the above on the balance of equity as at 31 December 2012 and
on the interest income, income tax and net profit for the year then ended. '

Qualified Opinion

In our opinion, except for the possible effects of the matters described in the Basis for Qualified Opinion
paragraph, the accompanying Financial Statements present fairly, in all material respects, the financial position
of the MFO as at 31 December 2012 and its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standard for Small and Medium-sized Entities.

Other Matter

The financial statements of the MFO for the year ended 31 December 2011 were not audited.
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FINANCIAL STATEMENTS

2012

Notes GEL

INTEREST INCOME
Interest expens: 4
Net interest income 4 504,387
Loan impairment 10Sses 107 .B7¢
Net interest income after loan impairment losses 396,711

et :
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Profit before tax 442,277
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Approved for issue and signed on behalf of the Management Board on 15 May 2013,
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FINANCIAL STATEMENTS

ASSETS

EQUITY

LIABILITIES
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FINANCIAL STATEMENTS

PROFIT FOR THE YEAR = 84,047 84,047
TOTAL COMPREHENSIVE INCOME - 84,047 84,047

2~

PROFIT FOR THE YEAR 2 359,593 359,593
TOTAL COMPREHENSIVE INCOME - 359,593 359,593

Approved for issue and signed on behalf of the Management Board on 15 May 2013. -~
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FINANCIAL STATEMENTS

CASH FLOWS FROM OPERATING ACTIVITIES

3
LY

CASH FLOWS FROM INVESTING ACTIVITIES
CASH FLOWS FROM FINANCING ACTIVITIES

Net cash generated by financing activities 356,562

MOVEMENT IN CASH AND CASH EQUIVALENTS

Approved for issue and signed on behalf of the Management Board on 15 May 2013/ )
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FINANCIAL STATEMENTS

1 General information

2 Basis of preparation and summary of significant accounting policies

Financial instruments

Income and expense recognition




FINANCIAL STATEMENTS

Translation of foreign currencies

Income tax



FINANCIAL STATEMENTS

Owners’ capital and dividends payable

Property and equipment

3 Judgements and key sources of estimation uncertainty

4 Interest income and expense



FINANCIAL STATEMENTS

5 Income from fines

6 Feeand commission income

7 Operating expenses

8 Net foreign exchange translation gain/(loss)



FINANCIAL STATEMENTS

9 Income tax expense

10 Property and equipment

ACCUMULATED DEPRECIATION

Al 1 January 2012

CARRYING AMOUNT



FINANCIAL STATEMENTS

11

Loans to customers
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FINANCIAL STATEMENTS

12 Other assets

13 Cash and cash equivalents

14 Owners’ capital



FINANCIAL STATEMENTS

15 Borrowings

16 Deferred income tax

17 Other liabilities



FINANCIAL STATEMENTS

18 Commitments under operating leases

19 Related party transactions

20 Events after the end of the reporting period



