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income statement 

for the year ended 31 December 2008
	
	Year ended 
31 December 2008 
	Year ended 
31 December 2007

	

	
	Note
	
	

	 Continuing operations
	
	
	

	
	
	
	

	Interest income
	
	3 903
	2 344

	 Loan interest
	11.1
	3 780
	2 210

	 Interest on bank deposits
	
	123
	134

	
	
	
	

	Interest expense
	11.2
	(260)
	(41)

	
	
	
	

	Result on interest
	
	3 643
	2 303

	
	
	
	

	Fee income (from BGK)
	
	-
	7

	
	
	
	

	Fee expense (brokers and other fees)
	
	(23)
	(7)

	
	
	
	

	Result on fees
	
	(23)
	-

	
	
	
	

	
	
	
	

	Gross profit / (loss)
	
	3 620
	2 303

	
	
	
	

	Allowances and provisions
	11.3
	(121)
	(26)

	Received grants
	
	10 000
	-

	Other operating income
	
	2
	4

	Other operating costs
	
	(4)
	-

	Administrative expenses (including depreciation)
	11.4
	(3 598)
	(2 309)

	
	
	
	

	Profit / (loss) before tax
	
	9 899
	(28)

	
	
	
	

	
	
	
	

	Income tax expense
	12
	2
	(41)

	
	
	
	

	Net profit / (loss) for the year
	
	9 901
	(69)

	
	
	
	

	
	
	
	


balance sheet 
for the year ended 31 December 2008
	
	
	31 December 2008
	31 December 2007

	
	Note
	
	

	ASSETS
	
	
	

	Non-current assets
	
	
	

	Property, plant and equipment
	14
	139
	80

	Intangible assets
	16
	33
	42

	Loans granted
	17
	13 262
	6 936

	Other long term assets
	18
	21
	15

	Deferred tax asset
	12.3
	261
	192

	
	
	
	

	
	
	13 716
	7 265

	
	
	
	

	Current assets
	
	
	

	Loans granted
	17
	10 557
	6 676

	Income tax assets
	
	31
	-

	Other assets
	18
	28
	6

	Cash and cash equivalents
	19
	2 126
	4 333

	
	
	
	

	
	
	12 742
	11 015

	
	
	
	

	TOTAL ASSETS
	
	26 458
	18 280

	
	
	
	

	
	
	
	

	
	
	
	

	EQUITY AND LIABILITIES
	
	
	

	Issued capital
	21.1
	5 257
	5 257

	Other capital reserves
	
	-
	-

	Retained earnings / Accumulated losses
	
	3 141
	3 210

	Profit/ (loss) for  the period
	
	9 901
	(69)

	
	
	
	

	
	
	
	

	Total equity
	
	18 299
	8 398

	
	
	
	

	
	
	
	

	Non-current liabilities
	
	
	

	Interest-bearing loans and borrowings
	22
	7 703
	-

	Provisions
	23
	22
	11

	Deferred income tax liabilities
	12.3
	-
	-

	
	
	
	

	
	
	7 725
	11

	
	
	
	

	Current liabilities
	
	
	

	Interest-bearing loans and borrowings
	22
	129
	194

	Trade and other payables
	24
	127
	105

	Income tax payable
	
	-
	9

	Other liabilities
	24
	71
	56

	Grants
	
	-
	9 444

	Accruals and deferred income
	25
	106
	63

	
	
	
	

	
	
	434
	9 871

	
	
	
	

	
	
	
	

	TOTAL EQUITY AND LIABILITIES
	
	
26 458
	
18 280

	
	
	
	

	
	
	
	


cash flow statement 
	
	Notes
	Year ended 
31 December 2008
	Year ended 
31 December 2007

	Cash flows from operating activities
	
	
	

	Profit before taxation from continued operations
	
	9 899
	(28)

	
	
	
	

	Adjustments for:
	
	
	

	Depreciation
	
	75
	32

	Valuation of loans granted and interest bearing loans
	
	243
	(26)

	Impairment of loans granted
	
	164
	255

	Change in loans granted
	20
	(10 916)
	(4 652)

	Change in other assets
	
	(28)
	(10)

	Change in amounts due to banks
	20
	7 940
	(3)

	Change in other and trade payables
	
	37
	(947)

	Change in provisions and accruals
	
	55
	60

	Income tax paid
	20
	(108)
	(59)

	Grants
	
	(10 000)
	-

	Other
	
	2
	4

	
	
	
	

	Net cash flows from operating activities 
	
	(2 637)
	(5 374)

	
	
	
	

	
	
	
	

	Cash flows from investing activities
	
	
	

	Proceeds from sale of property, plant and equipment and intangibles
	
	-
	5

	Purchase of property, plant and equipment and intangibles
	
	(126)
	(119)

	
	
	
	

	Net cash flows from investing activities 
	
	(126)
	(114)

	
	
	
	

	
	
	
	

	Cash flows from financing activities
	
	
	

	Grant received
	
	556
	2 112

	
	
	
	

	     Net cash flows from financing activities
	
	556
	2 112

	
	
	
	

	
	
	
	

	Net change in cash and cash equivalents 
	
	(2 207)
	(3 376)

	Net foreign exchange difference 
	
	-
	-

	Cash and cash equivalents at the beginning of the period
	
	4 333
	7 709

	Cash and cash equivalents at the end of the period
	19
	2 126
	4 333

	
	
	
	

	
	
	-
	


statement of changes in equity

for the year ended 31 December 2008
	
	Note
	Issued capital
	Other reserves
	Retained earnings/ Accumulated (losses)
	Total

	
	
	
	
	
	

	At 1 January 2008
	
	5 257
	-
	3 141
	8 398

	
	
	
	
	
	

	Profit/ (loss) for the year
	
	-
	-
	9 901
	9 901

	Issue of shares
	
	-
	-
	-
	-

	Dividends paid
	
	-
	-
	-
	-

	Profit/ (loss) distribution
	
	-
	-
	-
	-

	
	
	
	
	
	

	At 31 December 2008
	22.1
	5 257
	-
	13 042
	18 299

	
	
	
	
	
	

	
	
	
	
	
	


for the year ended 31 December 2007
	
	Note
	Issued capital
	Other reserves
	Retained earnings/ Accumulated (losses)
	Total

	
	
	
	
	
	

	At 1 January 2007
	
	5 257
	-
	3 210
	8 467

	
	
	
	
	
	

	Profit/ (loss) for the year
	
	-
	-
	(69)
	(69)

	Issue of shares
	
	-
	-
	-
	-

	Dividends paid
	
	-
	-
	-
	-

	Profit/ (loss) distribution
	
	-
	-
	-
	-

	
	
	
	
	
	

	At 31 December 2007
	22.1
	5 257
	-
	3 141
	8 398

	
	
	
	
	
	

	
	
	
	
	
	


SUMMARY OF Significant accounting policies and other explanatory notes
1. Corporate information

Inicjatywa Mikro sp. z o.o. (“the Company”) was incorporated on the basis of a Notarial Deed dated 14 December 1995. The Company is entered in the Register of Entrepreneurs kept by the District Court, XI Economic Department of the National Court Register, Entry No. KRS 0000101459. The Company was granted statistical REGON number 350950259. 

The Company has an unlimited period of operation.
The main area of the Company’s business activities includes granting loans for small entrepreneurs.
The financial statements of Inicjatywa Mikro sp. z o.o. cover the year ended 31 December 2008 and contain comparative data for the year ended 31 December 2007.

The shareholders of the Company are Opportunity Microfinance Investment Ltd. (51% of shares) and Opportunity Transformation Investments Inc. (49% of shares). The ultimate parent company of the Company is Opportunity International.
2. Composition of the management board

As at 31 December 2008, the Management Board of the Company consisted of:
· Ian Townsend – President of the Management Board

· Magdalena Berska – Vice-President of the Management Board

In the reporting period and till the date of authorization of the financial statements the following change in the Management Board has been made:
· On 30 September 2008 Izabela Norek resigned from the President of Management Board’s position and since 1 October 2008 Ian Townsend has been holding this position.   

3. Approval of the financial statements
These financial statements were authorized for issue by Management Board on 31 March 2009.
4. FIRST TIME ADOPTION OF IFRS
The financial statements of the Company as at 31 December 2008 have been prepared for the first time according to International Financial Reporting Standards. The financial statements as at 31 December 2007 were prepared in accordance to UK GAAP. The comparative data in these financial statements as at 31 December 2007 include adjustments in order to bring them to conformity with IFRS.
Following adjustments have been made:
	
	Net profit/(loss)
	Equity

	Financial data for the year ended 31 December 2006 or as at 31 December 2006 according to the approved financial statements for that period
	430
	8 774

	Adjustments:
	
	

	               Valuation of loans in accordance with IAS 39
	(369)
	(369)

	               Deferred tax
	63
	63

	Financial data for the year ended 31 December 2006 or as at 31 December 2006 resulting from the changed accounting policies
	124
	8 468

	
	
	

	Financial data for the year ended 31 December 2007 or as at 31 December 2007 according to the approved financial statements for that period
	141
	8 914

	Adjustments:
	
	

	               Valuation of loans in accordance with IAS 39
	(207)
	(576)

	               Deferred tax
	(3)
	60

	Financial data for the year ended 31 December 2007 or as at 31 December 2007 resulting from the changed accounting policies
	(69)
	8 398


5. Significant accounting judgements and estimates
5.1. Judgments, estimates and assumptions
  In the process of applying the Company’s accounting policies, management has made judgments and estimations in relations to loans. The key assumptions concerning the future and other key sources of estimation uncertainty at the balance sheet date that have a significant risk of causing a material adjustment to the carrying amounts of loans within the next financial year have been discussed in paragraph 10.7.1 below.
6. Basis of preparation of financial statements
The financial statements have been prepared on a historical cost basis. In particular loans and interest-bearing loans and borrowings have been measured at amortized cost.
The financial statements are presented in Polish zloty (“PLN”) and all values are rounded to the nearest thousand (PLN ‘000) except when otherwise indicated. 

The financial statements have been prepared on the assumption that the Company will continue as going concerns in the foreseeable future. As at the date of authorization of these financial statements, the Management Board is not aware of any facts or circumstances that would indicate a threat to the continued activity of the Company. 

6.1. Statement of compliance 

These financial statements are prepared in accordance with International Financial Reporting Standards (“IFRS”).
IFRSs comprise standards and interpretations accepted by the International Accounting Standards Board (“IASB”) and the International Financial Reporting Interpretations Committee (“IFRIC”). 

The Company keeps books of accounts in accordance with accounting policies specified in the Accounting Act dated 29 September 1994 (“the Accounting Act”) with subsequent amendments and the regulations issued based on that Act (“Polish Accounting  Standards”). The financial statements include a number of adjustments not included in the books of account of the Company, which were made in order to bring the financial statements of those entities to conformity with IFRS. As of the date of preparation of these financial statements the Company has not identified significant differences between the accounting principles generally accepted under IFRS and those of the Accounting Act of Poland so far as they concern these financial statements. However, format of the financial statements that will be prepared in accordance with Polish Accounting Standards as well as level of notes disclosures will vary from these financial statements. Financial statements prepared in accordance with Polish Accounting Standards will not be subject to statutory audit.
6.2. Functional currency and presentation currency

Polish zloty is the functional currency of the Company as well as the presentation currency of these financial statements. 
7. Changes in accounting policies 

During the reporting period covered by these financial statements, the Management did not make any changes to the Company’s accounting policies, except for changes discussed in paragraph 4.
8. amendments to existing standards and new regulations 

The following standards and interpretations were issued by the IASB or IFRIC but are not yet effective:

· IFRS 8 Operating segments - effective for financial years beginning on or after 1 January 2009,
· IAS 1 Presentation of Financial Statements (amended in September 2007) - effective for financial years beginning on or after 1  January 2009,
· IAS 23 Borrowing costs (amended in March 2007) - effective for financial years beginning on or after 1 January 2009,
· IFRS 3R Business Combinations (revised in January 2008) – effective for financial years beginning on or after 1 July 2009 - it has not been endorsed by the EU till the day of approval of these financial statements,
· Amendments to IAS 27 Consolidated and Separate Financial Statements (issued in January 2008) – effective for financial years beginning on or after 1 July 2009 - it has not been endorsed by the EU till the day of approval of these financial statements,
· IFRS 2 Share-based Payments – Vesting Conditions and Cancellations (amended in January 2008) – effective for financial years beginning on or after 1 January 2009,
· Amendments to IAS 32 and IAS 1 Puttable Financial Instruments and Obligations Arising on Liquidation (amendments issued in February 2008) – effective for financial years beginning on or after 1 January 2009,
· IFRIC 12 Service Concession Agreements - effective for financial years beginning on or after 1 January 2008 - it has not been endorsed by the EU till the day of approval of these financial statements,
· IFRIC 13 Loyalty Programmes  - effective for financial years beginning on or after 1 July 2008,

· Improvements to IFRSs – effective for financial years beginning on or after 1 January 2009,
· Amendments to IFRS 1 and IAS 27 Cost of an investment in a subsidiary, jointly-controlled entity or associate - effective for financial years beginning on or after 1 January 2009,
· IFRIC 15 Agreements for the Construction of Real Estate - effective for financial years beginning on or after 1 January 2009 - it has not been endorsed by the EU till the day of approval of these financial statements,
· IFRIC 16 Hedges of a Net Investment In a Foreign Operation - effective for financial years beginning on or after 1 October 2008 - it has not been endorsed by the EU till the day of approval of these financial statements,
· Amendments to IAS 39 Financial Instruments: Recognition and Measurement: Eligible Hedged Items (issued in July 2008) - effective for financial years beginning on or after 1 July 2009 - it has not been endorsed by the EU till the day of approval of these financial statements,
· IFRS 1R First-time Adoption of International Financial Reporting Standards (revised in November 2008) - effective for financial years beginning on or after 1 July 2009 - it has not been endorsed by the EU till the day of approval of these financial statements,
· IFRIC 17 Distributions of Non-cash Assets to Owners - effective for financial years beginning on or after 1 July 2009 - it has not been endorsed by the EU till the day of approval of these financial statements,
· Amendments to IAS 39 and IFRS 7 - Reclassification of Financial Assets: Effective Date and Transition (issued in November 2008) – effective on or after 1 July 2008 - it has not been endorsed by the EU till the day of approval of these financial statements.
· IFRIC 18 “Transfers of Assets from Customers” applicable for financial years beginning on or after 1 July 2009. This interpretation has not been endorsed by the European Union.
Management does not expect the introduction of the above-mentioned amendments and interpretations to have a significant effect on the accounting policies applied by the Company.
9. Summary of significant accounting policies

9.1. Foreign currency translation 
Transactions denominated in currencies other than Polish zloty are translated into Polish zloty at the foreign exchange rate prevailing on the transaction date. 

At the balance sheet date, monetary assets and liabilities expressed in currencies other than Polish zloty are translated into Polish zloty using the average NBP rate prevailing for the given currency at the year-end. Exchange differences resulting from translation are recorded under finance revenue or finance costs, or – in cases defined in accounting policies – are capitalised in the cost of the assets. Non-monetary foreign currency assets and liabilities recognised at historical cost are translated at the historical foreign exchange rate prevailing on the transaction date. Non-monetary foreign currency assets and liabilities recognised at fair value are translated into Polish zloty using the rate of exchange binding as at the date of re-measurement to fair value. 

The following exchange rates were used for valuation purposes: 

	
	31 December 2008
	31 December 2007

	USD
	2.9618
	2.4350

	EUR
	4.1724
	3.5820


9.2. Property, plant and equipment 

Property, plant and equipment are measured at cost less accumulated depreciation and impairment losses. The initial cost of an item of property, plant and equipment comprises its purchase price and any directly attributable costs of bringing the asset to working condition for its intended use. Cost also comprises the cost of replacement of fixed asset components when incurred, if the recognition criteria are met. Subsequent expenditures, such as repair or maintenance costs, are expensed in the reporting period in which they were incurred. 

Upon purchase, fixed assets are divided into components, which represent items with a significant value that can be allocated a separate useful life. Overhauls also represent asset component. 

Property, plant and equipment are depreciated using the straight-line method over their estimated useful lives. 

	Type 
	Useful life

	
	

	Office equipment 
	 3.3 - 10 years

	Motor vehicles 
	 5 years

	Computers
	 3.3 years


Residual values, useful lives and depreciation methods of property, plant and equipment are reviewed annually and, if necessary, adjusted prospectively with effect from the beginning of the period when the assessment is performed. 

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are expected from its further use. Any gain or loss arising on derecognition of an asset (calculated as the difference between the net disposal proceeds and the carrying amount of the asset) is recognised in the income statement for the period in which derecognition took place.
Assets under construction (construction in progress) include assets in the course of construction or assembly and are recognized at purchase price or cost of construction less any impairment losses. Assets under construction are not depreciated until completed and brought into use. 

9.3. Intangible assets 

Intangible assets acquired separately or constructed are measured on initial recognition at cost. The cost of intangible assets acquired in a business combination is fair value as at the date of acquisition.  Following initial recognition, intangible assets are carried at cost less any accumulated amortisation and any accumulated impairment losses. Expenditures incurred for internally generated intangible assets, excluding capitalised development costs, are not capitalised and are charged against profits in the year in which they are incurred.

The useful lives of intangible assets are assessed by the Company to be either finite or indefinite.  Intangible assets with finite lives are amortised over the useful life and assessed for impairment whenever there is an indication that the intangible asset may be impaired. The amortisation period and the amortisation method for an intangible asset with a finite useful life are reviewed at least at each financial year end. Changes in the expected useful life or the expected pattern of consumption of future economic benefits embodied in the asset are accounted for by changing the amortisation period or method, as appropriate, and treated as changes in accounting estimates. The amortisation expense on intangible assets with finite lives is recognised in the income statement in the administrative expenses.

Intangible assets with indefinite useful lives and those that are not in use are tested for impairment annually either individually or at the cash generating unit level. 

Useful lives are reviewed on an annual basis and, if necessary, are adjusted with effect from 
the beginning of the financial year that has just ended. 
A summary of the policies applied to the Company’s intangible assets is as follows:
	
	Software

	Useful lives
	2 years

	Method of amortisation
	2  years on 

a straight-line basis

	Internally generated or acquired
	Acquired

	Impairment testing
	Annual assessment to determine whether
there is any indication that an asset may be impaired.


Gains or losses arising from derecognition of an intangible asset are measured as the difference between the net disposal proceeds, if any, and the carrying amount of the asset and are recognized in the income statement when the asset is derecognized.

9.4. impairment of non-financial assets

An assessment is made at each reporting date to determine whether there is any indication that an asset may be impaired. If such indication exists, or in case an annual impairment testing is required, the Company makes an estimate of the recoverable amount of that asset. 

The recoverable amount of an asset or a cash-generating unit is the higher of the asset’s or cash-generating unit’s fair value less costs to sell and its value in use. The recoverable amount is determined for an individual asset, unless the asset does not generate cash inflows that are largely independent of those from other assets or groups of assets. Where the carrying amount of an asset exceeds its recoverable amount, the asset is considered impaired and is written down to its recoverable amount. In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific to the asset. Impairment losses of continuing operations are recognised in the income statement in the expense categories consistent with the function of the impaired asset. 

An assessment is made at each reporting date as to whether there is any indication that previously recognised impairment losses may no longer exist or may have decreased. If such indication exists, the Company makes an estimate of recoverable amount. A previously recognised impairment loss is reversed only if there has been a change in the estimates used to determine the asset’s recoverable amount since the last impairment loss was recognised. If that is the case, the carrying amount of the asset is increased to its recoverable amount. That increased amount cannot exceed the carrying amount that would have been determined, net of depreciation or amortisation, had no impairment loss been recognised for the asset in prior years. Such reversal is recognised immediately in the income statement, unless the asset is carried at revalued amount, in which case the reversal is treated as a revaluation increase. After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the asset is adjusted in future periods to allocate the asset’s carrying amount, less its residual value (if any), on a systematic basis over its remaining useful life.

9.5. Borrowing costs 

Borrowing costs are capitalized as part of the cost of property, plant and equipment. Borrowing costs include interest and foreign exchange gains or losses to the extent they are regarded as an adjustment to interest costs. 
9.6. Loans granted
Loans are measured at amortised cost using the effective interest rate. 

Loans and receivables with maturities exceeding 12 months from the balance sheet date are classified under non-current assets.

9.7. Impairment of financial assets

The Company assesses at each balance sheet date whether there is any objective evidence that a financial asset or a group of financial assets is impaired.

9.7.1 Assets carried at amortised cost

If there is objective evidence that an impairment loss on loans and receivables carried at amortised cost has been incurred, the amount of the loss is measured as the difference between the asset’s carrying amount and the present value of estimated future cash flows (excluding future expected credit losses that have not been incurred) discounted at the financial asset’s original effective interest rate (i.e. the effective interest rate computed at initial recognition). The carrying amount of the asset is reduced either directly or through use of an allowance amount. The amount of the loss shall be recognised in profit or loss.

The Company first assesses whether objective evidence of impairment exists individually for financial assets that are individually significant, and individually or collectively for financial assets that are not individually significant. If it is determined that no objective evidence of impairment exists for an individually assessed financial asset, whether significant or not, the asset is included on a group of financial assets with similar credit risk characteristics and that group of financial assets is collectively assessed for impairment. Assets that are individually assessed for impairment and for which an impairment loss is or continues to be recognised are not included in a collective assessment of impairment.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an event occurring after the impairment was recognized, the previously recognised impairment loss is reversed. Any subsequent reversal of an impairment loss is recognised in profit or loss, to the extent that the carrying amount of the asset does not exceed its amortised cost at the reversal date.
The Company uses ‘CAMEL’ methodology in assessing the amount of allowance for doubtful loans. The methodology is consistently applied within whole Opportunity International Group. The methodology bases on the ageing report as well as individual analysis of overdue balances and historical data among Opportunity International Group. In addition the Company monitors also ‘principal at risk’ (PAR) indicator, especially PAR>30 which measures ratio of loans overdue between 31 and 180 days to loans granted. The Company’s target is to maintain this ratio below 5%. As at 31 December 2008 indicator PAR>30 amounted to 2.9%. 

9.8. Other receivables
Other receivables include in particular long term rental deposits, short term prepayments related to operational activity and receivables from employees. 

9.9. Cash and cash equivalents 

Cash and short-term deposits in the balance sheet comprise cash at bank and in hand and short-term deposits with an original maturity of three months or less.

For the purpose of the cash flow statement, cash and cash equivalents consist of cash and cash equivalents as defined above, net of outstanding bank overdrafts.
9.10. Interest-bearing loans and borrowings
All loans and borrowings are initially recognized at the fair value net of transaction costs associated with the borrowing.

After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised cost using the effective interest rate method. Amortised cost is calculated by taking into account any transaction costs, and any discount or premium on settlement.

Gains and losses are recognised in net profit or loss when the liabilities are derecognised as well as through the amortisation process.
Cash flows from interest-bearing loans and borrowings are treated and presented as cash flows from operating activites.
9.11. Trade and other payables

Short-term trade payables are carried at the amount due and payable. 

Financial liabilities at fair value through profit or loss include financial liabilities held for trading 
and financial liabilities designated upon initial recognition as at fair value through profit or loss. Financial liabilities are classified as held for trading if they are acquired for the purpose of selling in 
the near term. Derivatives, including separated embedded derivatives are also classified as held for trading unless they are designated as effective hedging instruments. Financial liabilities may be designated at initial recognition as at fair value through profit or loss if the following criteria are met: (i) the designation eliminates or significantly reduces the inconsistent treatment that would otherwise arise from measuring the liabilities or recognising gains or losses on them on a different basis; (ii) or the liabilities are part of a group of financial liabilities which are managed and their performance evaluated on a fair value basis, in accordance with a document risk management strategy; or (iii) the financial liability contains an embedded derivative that would need to be separately recorded. As at 31 December 2008 and 31 December 2007, no financial liabilities have been designated as at fair value through profit and loss.
Financial liabilities at fair value through profit or loss are measured at fair value, reflecting their market value at the balance sheet date less directly attributable transaction costs. Gains or losses on these liabilities are recognised in the income statement as finance income or cost.

A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expires. When an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms of an existing liability are substantially modified, such an exchange or modification is treated as a derecognition of the original liability and the recognition of a new liability, and the difference in the respective carrying amounts is recognised in the income statement.

Trade and other payables include management fee due to Opportunity International, payables due to BGK and other payables. 

Other non-financial liabilities include, in particular, liabilities to the tax office and advance payment liabilities which will be settled by way of delivery of goods or services, or fixed assets. Other non-financial liabilities are recognized at the amount due. 

9.12. Provisions
Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a past event, if it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable estimate can be made of the amount of the obligation. Where the Company expects some or all of the provision to be reimbursed, for example under an insurance contract, the reimbursement is recognised as a separate asset but only when the reimbursement is virtually certain. The expense relating to any provision is presented in the income statement net of any reimbursement. 

If the effect of the time value of money is material, provisions are determined by discounting the estimated future cash flows to present value using a pre-tax discount rate that reflects current market assessments of the time value of money and, where appropriate, the risks specific to the liability. Where discounting is used, the increase in the provision due to the passage of time is recognised as finance cost.

9.13. Retirement benefits 

In accordance with internal remuneration regulations, employees of the Company are entitled to retirement benefits. Retirement benefits are paid out as one-off benefit upon retirement. The amount of those benefits depends on the employee’s average salary. The Company makes a provision for retirement benefits in order to allocate the costs of those allowances to the periods to which they relate. In accordance with IAS 19, retirement benefits are post-employment defined benefits. The carrying amount of the Company’s liabilities resulting from those benefits is calculated at each balance sheet date by an independent actuary or the Company. The balance of these liabilities equals discounted payments which will be made in the future and accounts for staff turnover, and relates to the period to the balance sheet date. Demographic information and information on staff turnover are based on historical information. Any actuarial gains and losses are recognized in the income statement. 

9.14. Revenue 

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Company and the revenue can be reliably measured. The following specific recognition criteria must also be met before revenue is recognised:
9.14.1 Interest

Revenue is recognised as interest accrues (using the effective interest method that is the rate that exactly discounts estimated future cash receipts through the expected life of the financial instrument) to the net carrying amount of the financial asset.  Interests from bank deposits are treated as primary operations and are presented as interest income.
9.14.2 Recoveries
Recoveries constitute revenue recognised when there are repayments of loans previously written off (overdue above 180 days). The revenue is recognised on cash basis. Recoveries compensates with  allowances created during the year.
9.14.3 Dividends

Revenue is recognised when the shareholders' rights to receive the payment are established.

9.14.4 Government grants 

Government grants as forgiven loans are recognised as income at their fair value where there is reasonable assurance that the grant will not be withdrawn due to the fact that all attaching conditions are complied with (i.e. after the post-project audit). 
9.15. Income tax
9.15.1 Current income tax

Current income tax assets and liabilities for the current and prior periods are measured at the amount expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that have been enacted or substantively enacted at the balance sheet date.

9.15.2 Deferred tax

For financial reporting purposes deferred income tax is recognised, using the liability method, on all temporary differences at the balance sheet date between the tax bases of assets and liabilities and their carrying amounts.

Deferred tax liability is recognised for all taxable temporary differences:

· except where the deferred income tax liability arises from the initial recognition of goodwill, an asset or liability in a transaction that is not a business combination and, at the time of the transaction, affects neither the accounting profit nor taxable profit or loss; and
· in respect of taxable temporary differences associated with investments in subsidiaries, associates and interests in joint ventures, except where the timing of the reversal of the temporary differences can be controlled and it is probable that the temporary differences will not reverse in the foreseeable future.
Deferred tax asset is recognised for all deductible temporary differences, carry-forward of unused tax credits and unused tax losses, to the extent that it is probable that taxable profit will be available against which the deductible temporary differences, and the carry-forward of unused tax credits and unused tax losses can be utilised:

· except where the deferred tax asset relating to the deductible temporary difference arises from  the initial recognition of an asset or liability in a transaction that is not a business combination and, at the time of the transaction, affects neither the accounting profit nor taxable profit or loss; and

· in respect of deductible temporary differences associated with investments in subsidiaries, associates and interests in joint ventures, deferred tax assets are only recognised to the extent that it is probable that the temporary differences will reverse in the foreseeable future and taxable profit will be available against which the temporary differences can be utilised.
The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to 
the extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred income tax asset to be utilised. Unrecognised deferred tax assets are reassessed at each balance sheet date and are recognised to the extent that it has become probable that future taxable profit will be available that will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period in which the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the balance sheet date.

Deferred income tax relating to items recognised directly in equity is recognised in equity and not in 
the income statement.

Deferred income tax assets and deferred income tax liabilities are offset, if legally enforceable right exists to set off current income tax assets against current income tax liabilities and the deferred income taxes relate to the same taxable entity and the same taxation authority.

9.15.3 Value Added Tax

Revenues, expenses and assets are recognised net of the amount of value added tax except:

· Where the value added tax incurred on a purchase of assets or services is not recoverable from  the taxation authority, in which case value added tax is recognised as part of the cost of acquisition of the asset or as part of the expense item as applicable; and

· Receivables and payables, which are stated with the amount of value added tax included.

The net amount of value added tax recoverable from, or payable to, the taxation authority is included as part of receivables or payables in the balance sheet.

10. SEGMENT INFORMATION
The Company operates solely on the Polish market and its total revenue is generated from the loans granted to the small entrepreneurs in Poland.
11. Revenues and expenses
11.1. Interest income
	
	Note
	Year ended 31  December 2008 
	Year ended 31  December 2007  

	Loan interests
	
	3 672
	2 093

	Amortised cost adjustment
	
	(545)
	(255)

	Loan fees
	
	652
	372

	
	
	

	Total interest income
	
	3 780
	2 210


11.2. Interest expenses
	
	Note
	Year ended 31  December 2008 
	Year ended 31  December 2007  

	Interest expenses
	
	459
	41

	Amortised cost adjustment
	
	(302)
	-

	Fee expense
	
	103
	-

	
	
	

	Total interest expense
	
	260
	41


11.3. Allowance and provisions

	
	Note
	Year ended 31  December 2008 
	Year ended 31  December 2007  

	Allowances created for loans granted
	
	463
	438

	Recoveries
	
	(342)
	(412)

	
	
	

	Total allowances and provisions
	
	121
	26


11.4. Administrative expenses
	
	Note
	Year ended 31  December 2008 
	Year ended 31  December 2007  

	Depreciation
	
	75
	32

	Materials and energy
	
	127
	115

	External services
	11.5
	1 079
	714

	Taxes and charges
	
	6
	-

	Payroll and social security
	11.6
	1 817
	1 052

	Other costs
	11.7
	494
	396

	
	
	
	

	Total administrative expenses
	
	3 598
	2 309


11.5. External services

	
	Note
	Year ended 31  December 2008 
	Year ended 31  December 2007  

	Consultation services from Opportunity International
	
	330
	263

	Rents
	
	304
	200

	Telecommunication
	
	97
	75

	Audit services
	
	85
	15

	Lawyer services
	
	71
	48

	Accounting services
	
	51
	57

	Office and equipment services
	
	34
	33

	Other professionals
	
	26
	12

	Mailing
	
	26
	-

	Bank charges
	
	16
	11

	Other
	
	39
	-

	
	
	

	Total external services
	
	1 079
	714


11.6. Employee benefits expenses 

	
	Year ended 31  December 2008 
	Year ended 31  December 2007  

	Wages and salaries
	1 535
	912

	Social security costs
	238
	130

	Retirement benefits
	-
	-

	Other employee benefits expenses (holiday bonus, trainings)
	44
	10

	
	
	

	Total employee benefits expenses, of which:
	1 817
	1 052

	
	
	

	Items included in administrative expenses
	1 817
	1 052

	
	
	


11.7. Other costs
	
	Year ended 31  December 2008 
	Year ended 31  December 2007  

	Costs of Company’s cars and related lumps
	73
	40

	Business trips
	128
	49

	Advertising
	201
	230

	Other costs CIT exempt
	61
	61

	Other 
	31
	16

	
	
	

	Total other costs
	494
	396


12. Income tax

12.1. Tax burdens

Major components of income tax expense for the year ended 31 December 2008 and 31 December 2007 are as follows:

	
	Year ended 31  December 2008 
	Year ended 
31  December 2007  

	
	
	

	Current income tax
	
	

	Current income tax charge
	(67)
	(68)

	Deferred tax
	
	

	Deferred tax asset (-)/ liability (+)
	69
	27

	
	________
	________

	Income tax expense reported in financial statements
	2
	(41)

	
	________
	________


12.2. Reconciliation of the effective income tax rate

A reconciliation of income tax expense applicable to accounting profit before income tax at the statutory income tax rate to income tax expense at the Company's effective income tax rate for the year ended 31 December 2008 and 31 December 2007 is as follows:

	
	Year ended

31 December 2008
	Year ended

31 December 2007

	
	
	

	Accounting profit/(loss) before income tax
	9 899
	(28)

	
	
	

	At Polish statutory income tax rate of 19 %
	1 881
	(5)

	Grant
	(1 900)
	-

	Allowance Camel
	(8)
	10

	Other permanent differences
	23
	16

	Other
	2
	20

	
	
	

	At effective income tax rate 
of - 0.14% and -145% respectively
	(2)
	41

	
	
	

	Income tax expense reported in Income Statement
	(2)
	41


12.3. Deferred income tax

Deferred income tax relates to the following:
	31 December 2008
	Difference title
	Book value
	Tax value
	Difference
	Deferred tax asset
	Deferred tax liability

	Assets
	
	
	
	
	
	

	Property, plant, equipment and intangibles
	Different border amount of one-off amortisation
	173
	144
	(29)
	-
	(6)

	Loans granted
	Valuation, allowance and interests
	23 819
	25 275
	1 456
	276
	-

	Other assets
	Prepaid expenses
	48
	40
	(8)
	-
	(2)

	Cash and cash equivalents 
	Interests receivable
	2 126
	2 101
	(25)
	-
	(5)

	
	
	
	
	
	
	

	Liabilities
	
	
	
	
	
	

	Interest-bearing loans and borrowings
	Valuation, interests
	7 832
	7 997
	(165)
	-
	(31)

	Provisions
	Employee-related provisions
	22
	-
	22
	4
	-

	Trade and other payables
	
	127
	127
	-
	-
	-

	Other liabilities
	Social charges to be paid in 2009
	71
	47
	24
	5
	-

	Accruals and deferred income
	Accrual for unused holidays and audit
	106
	-
	106
	20
	-

	
	
	
	
	
	
	

	Deferred tax asset
	
	
	
	
	305
	

	Deferred tax liability
	
	
	
	
	
	(44)

	Net deferred tax liability/asset
	
	
	
	
	261
	


	31 December 2007
	Difference title
	Book value
	Tax value
	Difference
	Deferred tax asset
	Deferred tax liability

	Assets
	
	
	
	
	
	

	Property, plant, equipment and intangibles
	Different border amount of one-off amortisation
	122
	89
	(33)
	-
	(6)

	Loans granted
	Valuation, allowance and interests
	13 612
	14 510
	898
	171
	-

	Other assets
	
	21
	21
	-
	-
	-

	Cash and cash equivalents 
	Interests receivable
	4 333
	4 327
	(6)
	-
	(1)

	
	
	
	
	
	
	

	Liabilities
	
	
	
	
	
	

	Interest-bearing loans and borrowings
	Valuation, interests
	194
	191
	3
	-
	-

	Provisions
	Employee-related provisions
	11
	-
	11
	2
	-

	Trade and other payables
	Liability paid in 2008 – OI invoice
	104
	43
	61
	12
	-

	Other liabilities
	Social charges to be paid in 2009
	56
	31
	25
	5
	-

	Accruals and deferred income
	Accrual for unused holidays 
	63
	14
	49
	9
	-

	
	
	
	
	
	
	

	Deferred tax asset
	
	
	
	
	199
	

	Deferred tax liability
	
	
	
	
	
	(7)

	Net deferred tax liability/asset
	
	
	
	
	192
	


13. Social assets and SOCIAL FUND liabilities

The Social Fund Act dated 4 March 1994, with subsequent amendments, requires the companies whose employees’ number exceeds 20 to establish and run a Social Fund. The Company operates such a Fund 
and makes periodical transfers to it based on the minimum required amount. The Funds’ purpose is to subsidize the operation of the Company’s social activity, loans to employees and other social expenditures. 

The Company has netted the assets of the Fund with the liability to the Fund, as these are not separate assets of the Company. The net balance as at 31 December 2008 is therefore PLN 1 thousand.
The composition and nature of assets, liabilities and costs related to the Social Fund are presented in the following table:
	
	31 December 2008
	31 December 2007

	Cash 
	16
	-

	Social Fund liability
	15
	-

	Excess of cash over social liability
	1
	-

	
	
	

	Net balance


	1
	-


14. Property, plant and equipment

	Year ended 31 December 2008
	Office equipment
	Motor vehicles
	Computers
	Total

	
	
	
	
	

	Net carrying amount at 1 January 2008
	47
	15
	18
	80

	Additions
	29
	-
	69
	98

	Disposals
	-
	-
	-
	-

	Depreciation charge for the year
	(20)
	(7)
	(12)
	(39)

	Net carrying amount as at 31 December 2008
	56
	8
	75
	139

	
	
	
	
	

	As at 1 January 2008
	
	
	
	

	Gross carrying amount
	115
	36
	79
	230

	Liquidations
	(60)
	-
	(41)
	(101)

	Depreciation and impairment
	(68)
	(21)
	(61)
	(150)

	Liquidations
	60
	-
	41
	101

	Net carrying amount
	47
	15
	18
	80

	
	
	
	
	

	As at 31 December 2008
	
	
	
	

	Gross carrying amount
	84
	36
	107
	227

	Depreciation and impairment
	(28)
	(28)
	(32)
	(88)

	Net carrying amount
	56
	8
	75
	139

	
	_______
	_______
	_______
	_______

	
	_______
	_______
	_______
	_______


	Year ended 31 December 2007
	Office equipment
	Motor vehicles
	Computers
	Total

	
	
	
	
	

	Net carrying amount at 1 January 2007
	6
	22
	7
	35

	Additions
	49
	-
	14
	63

	Disposals
	-
	-
	-
	-

	Depreciation charge for the year
	(8)
	(7)
	(3)
	(18)

	Net carrying amount as at 31 December 2007
	47
	15
	18
	80

	
	
	
	
	

	As at 1 January 2007
	
	
	
	

	Gross carrying amount
	66
	36
	65
	167

	Depreciation and impairment
	(60)
	(15)
	(58)
	(133)

	Net carrying amount
	6
	21
	7
	34

	
	
	
	
	

	As at 31 December 2007
	
	
	
	

	Gross carrying amount
	115
	36
	79
	230

	Depreciation and impairment
	(68)
	(21)
	(61)
	(150)

	Net carrying amount
	47
	15
	18
	80

	
	_______
	_______
	_______
	_______

	
	_______
	_______
	_______
	_______


There were no plant or equipment held under finance lease agreements as at 31 December 2008 and 31 December 2007. 
15. Leases

15.1. Operating lease commitments 

Future minimum rentals payable under non-cancellable operating leases as at 31 December 2008 and 31 December 2007 are as follows:

	
	31 December 2008
	31 December 2007

	
	
	

	Within 1 year
	178
	95

	Within 1 to 5 years
	248
	223

	More than 5 years
	-
	-

	
	
	

	
	426
	318

	
	
	

	
	
	


16. Intangible assets

	Year ended 31 December 2008
	Software

	
	

	Net carrying amount at 1 January 2008
	42

	Additions
	27

	Disposals
	-

	Depreciation charge for the year
	(36)

	Net carrying amount as at 31 December 2008
	33

	
	

	As at 1 January 2008
	

	Gross carrying amount
	85

	Transfers* of gross carrying amount
	(32)

	Depreciation and impairment
	(43)

	Transfers* of depreciation
	32

	Net carrying amount
	42

	
	

	As at 31 December 2008
	

	Gross carrying amount
	80

	Depreciation and impairment
	(47)

	Net carrying amount
	33


* As at the 1 January 2008 the Company entered the opening balance to the accounting system, as from that day it started to keep accounting books by itself. The Company entered to the register only the identified intangibles with net carrying amount over zero.

	Year ended 31 December 2007
	Software

	
	

	Net carrying amount at 1 January 2007
	5

	Additions
	57

	Disposals
	(5)

	Depreciation charge for the year
	(15)

	Net carrying amount as at 31 December 2007
	42

	
	

	As at 1 January 2007
	

	Gross carrying amount
	33

	Depreciation and impairment
	(28)

	Net carrying amount
	5

	
	

	As at 31 December 2007
	

	Gross carrying amount
	85

	Depreciation and impairment
	(43)

	Net carrying amount
	42


17. LOANS GRANTED
	
	31 December 2008
	31 December 2007

	Loans granted
	
	

	Loans granted – gross
	25 521
	14 605

	Allowance for doubtful debts
	(446)
	(282)

	Valuation at amortised cost
	(1 256)
	(711)

	Loans granted – net 
	23 819
	13 612

	
	_______
	_______


	
	31 December 2008
	31 December 2007

	Loans granted - gross
	
	

	Standard loans
	25 416
	14 554

	Loans for employees
	105
	51

	Total
	25 521
	14 605

	
	_______
	_______


Primary activity of the Company is granting loans for small entrepreneurs. Minimum amount of loans amounts to PLN 5 thousand and maximum PLN 120 thousand. Period for which loans are granted varies between 1 and 3 years. Interest rate varies between 14-21%.

Movements in the provision for impairment of loans were as follows:

	
	2008 
	2007 

	At 1 January
	282
	308

	Charge for the year
	463
	438

	Allowance reversed
	(299)
	(464)

	At 31 December
	446
	282

	
	
	


18. OTHER ASSETS

	
	2008 
	2007 

	Long term other assets
	21
	15

	Long term rental deposits
	21
	15

	
	
	

	Short term other assets
	28
	6

	Prepaid expenses
	27
	5

	Receivables from employees
	1
	1

	
	
	

	Total
	49
	21


19. Cash and cash equivalents

Cash at bank earns interest at floating rates based on daily bank deposit rates. Short-term deposits are made for varying periods of between one day and one month depending on the immediate cash requirements of the Company, and earn interest at the respective short-term deposit rates. 

For the purposes of the consolidated cash flow statement, cash and cash equivalents comprise 
the following:
	
	31 December 2008
	31 December 2007

	Cash at bank and in hand
	793
	234

	SPO-WKP account
	556
	-

	BGK account
	15
	14

	Other accounts
	222
	220

	
	
	

	Short-term deposits and overnight
	1 308
	4 094

	Interests receivable from deposits
	25
	5

	
	_______
	_______

	Total
	2 126
	4 333

	
	_______
	_______

	
	_______
	_______


20. RECONCILIATION OF DIFFERENCES BETWEEN THE BALANCE SHEET AND THE CASH FLOW STATEMENT CHANGES IN SPECIFIC ITEMS

	
	31 December 2008
	31 December 2007

	Change in loans granted
	
	

	Balance sheet change
	(10 207)
	(4 423)

	Valuation and allowance
	(709)
	(229)

	Cash flow change
	(10 916)
	(4 652)

	
	
	

	Change in amounts due to banks
	
	

	Balance sheet change
	7 638
	-

	Valuation
	302
	-

	Cash flow change
	7 940
	-

	
	
	

	Income tax paid
	
	

	Change in the income position
	(110)
	(18)

	Income tax in the Income Statement
	2
	(41)

	Income tax paid
	(108)
	(59)


21. Issued capital and reserves

21.1. Issued capital

	
	2008 
	2007 

	Number of shares
	52 565,00
	52 565,00

	Value of share in PLN
	100
	100

	Total value of shares in PLN
	5 256 500,00
	5 256 500,00


All shares issued were fully paid.
21.2. Shareholders

	
	31 December 2008
	31 December 2007

	Opportunity Microfinance Investments Ltd.
	
	

	Share in equity
	51%
	51%

	
	
	

	Opportunity Transformation Investments Inc.
	
	

	Share in equity
	49%
	49%


22. Interest-bearing loans and borrowings

	Short term loans 
	Interest rate
	Effective interest rate (IRR)
	Maturity date
	Original currency
	31 December 2008

	
	
	
	
	
	

	Loan from Oikocredit
	WIBOR 6M+3.25%
	9.8070%
	28 February 2013
	PLN
	134

	Less amortised cost valuation
	
	
	
	
	(5)

	Total
	
	
	
	
	129


	Long term loans 
	Interest rate
	Effective interest rate (IRR)
	Maturity date
	Original currency
	31 December 2008

	
	
	
	
	
	

	Loan from Coopest
	WIBOR 6M+3%
	9.5588%
	31 December 2015
	PLN
	4 000

	
	
	
	
	
	

	Loan from Oikocredit
	WIBOR 6M+3.25%
	9.8070%
	28 February 2013
	PLN
	4 000

	
	
	
	
	
	

	Less amortised cost valuation
	
	
	
	
	(297)

	Total
	
	
	
	
	7 703


	Short term loans 
	Interest rate
	Effective interest rate (IRR)
	Maturity date
	Original currency
	31 December 2007

	
	
	
	
	
	

	Loan from Oikocredit
	9%
	N/A
	10 May 2008
	EUR
	194

	
	
	
	
	
	

	Total
	
	
	
	
	194


23. PROVISIONS

	
	Post-employment benefit

	
	

	As at 1 January 2008
	11

	Recognised during the year
	11

	Utilised
	-

	Unused amounts reversed
	-

	As at 31 December 2008
	22

	
	

	As at 1 January 2007
	14

	Recognised during the year
	-

	Utilised
	-

	Unused amounts reversed
	(3)

	As at 31 December 2007
	11


Provisions are created for post-employment benefits for employees. 
24. Trade and other payables
	Payables to:
	31 December 2008
	31 December 2007

	
	
	

	Opportunity International payable
	85
	61

	BGK payables
	12
	11

	Other payables
	30
	32

	Total
	127
	104


	Other liabilities
	31 December 2008
	31 December 2007

	
	
	

	Taxation and social security
	57
	36

	Employee-related payables
	14
	20

	Total
	71
	56

	
	
	


Opportunity International payable is a liability due to Opportunity International for consultation services.

Liability due to Bank Gospodarstwa Krajowego (BGK) is based on the agreement to manage the distribution of public funds. In accordance with the agreement the Company has to manage the funds on behalf of BGK. The Company is entitled to receive 2% commission for loans granted. The Company is obliged to transfer to BGK all the repayments received from clients till 15th day of the next month. Liabilities and receivables related to BGK are presented net.
25. ACCRUALS AND DEFERRED INCOME

	Accruals and deferred income
	31 December 2008
	31 December 2007

	
	
	

	Holiday pay accrual
	45
	48

	Audit accrual
	55
	15

	Other
	6
	-

	Total
	106
	63

	
	
	


26. COMMITMENTS AND CONTINGENCIES
26.1. Contingent liabilities

The Company signed an agreement for increasing loans capacity with government agency - Polish Agency for Enterprise Development (PARP) within the operational program SPO-WKP. The project was realized in period since 1 February 2005 until 30 June 2008. The Company received in total PLN 10 million.

According to the agreement with PARP signed on 2 June 2005 the Company might be subject to another control for 5 years after the date of agreement i.e. till 1 June 2010. In case when any irregularities in usage of financial support are found, the donations will be withdrawn. Due to the fact that the Company underwent successfully the post-project audit in November 2008 the Management assesses risk of withdrawal as minimal.
26.2. Tax settlements
At present, there are no tax controls performed at the Company.

Tax settlements, together with other areas of legal compliance (e.g. customs or foreign exchange law), are subject to review and investigation by a number of authorities, which are entitled to impose severe fines, penalties and interest charges. The lack of reference to well established regulations in Poland results in a lack of clarity and integrity in the regulations. Frequent contradictions in legal interpretations both within government bodies and between companies and government bodies create uncertainties and conflicts. These facts create tax risks in Poland that are substantially more significant than those typically found in countries with more developed tax systems.

Tax authorities may examine the accounting records up to five years after the end of the year in which the final tax payments were to be made. Consequently, the Company may be subject to additional tax liabilities, which may arise as a result of additional tax audits. The Company believes that adequate provisions have been recorded for known and quantifiable risks in this regard as at 31 December 2008.
27. Related party disclosures

27.1. Compensation paid to Members of Management and Supervisory Boards
	
	31 December 2008
	31 December 2007

	
	
	

	Remuneration paid to Management Board
	262
	205

	Remuneration paid to Supervisory Board
	-
	-

	Total
	262
	205

	
	
	


27.2. Other related party transactions

	
	31 December 2008
	31 December 2007

	
	
	

	Service fee paid to Opportunity International Inc. *
	330
	263

	Total
	330
	263

	
	
	


* - Opportunity International Inc. is the owner of Opportunity Transformation Investments Inc.
There were no related party transactions made on non-arm's length terms.

28. REMUNERATION OF AUDITOR OR AUDIT COMPANY

The table below presents the audit company’s fees, paid or payable for the year ended 31 December 2008 and 31 December 2007 by category of services:

	Category of services
	Year ended

31 December 2008
	Year ended

31 December 2007

	Audit of financial statements - Ernst&Young
	110
	-

	Audit of financial statements - other
	-
	15

	Other services - Ernst&Young
	14
	-

	Other services – other
	1
	-

	
	
	

	Total 
	125
	15

	of which Ernst&Young
	124
	-

	
	
	

	
	
	


29. Financial risk management objectives and policies

The Company's principal financial instruments comprise loans granted, bank loans, cash and short-term deposits. 

It is, and has been throughout the year under review, the Company's policy that no trading in financial instruments shall be undertaken.

The main risks arising from the Company’s financial instruments are interest rate risk, liquidity risk and credit risk. The board reviews and agrees policies for managing each of these risks and they are summarised below. 
29.1. Interest rate risk 

The Company's exposure to the risk of changes in market interest rates relates primarily to the Company's long-term debt obligations and granted loans.

Interest rate risk – sensitivity to changes

The following table demonstrates the sensitivity to a reasonably possible change in interest rates, with all other variables held constant, of the Company’s profit before tax (through the impact on floating rate borrowings). There is no impact on the Company’s equity.
	
	Increase/ decrease in %
	Effect on profit before tax

	Year ended 31 December 2008
	
	

	PLN
	1%
	16 148

	PLN
	3%
	16 467

	PLN
	5%
	16 787

	
	
	

	Year ended 31 December 2007
	
	

	PLN
	1%
	13 552

	PLN
	3%
	13 821

	PLN
	5%
	14 089


29.2. Foreign currency risk

The Company does not have significant transactional currency exposures. 

29.3. Credit risk

The Company has proper procedure of granting loans which decreases risk of granting loans to entities with poor financial standing. In addition, loan receivables balances are monitored on an ongoing basis and allowance is created according to the ‘CAMEL’ methodology. 
The Company monitors also ‘principal at risk’ (PAR) indicator, especially PAR>30 which measures ratio of loans overdue between 31 and 180 days to loans granted (before allowance and valuation decrease). The Company’s target is to maintain this ratio below 5%. As at 31 December 2008 indicator PAR>30 amounted to 2.9%. 
The Company trades only with recognised, creditworthy third parties.

With respect to credit risk arising from the other financial assets of the Company, which comprise cash 
and cash equivalents the Company's exposure to credit risk arises from default of the counter party, with a maximum exposure equal to the carrying amount of these instruments.

There are no significant concentrations of credit risk within the Company.
Aging structure of loans and allowance for bad debts:

	
	
	
	
	
	
	

	Number of days overdue
	1-30
	31-60
	61-90
	91-120
	121-180
	Total

	Value of loans
	1 182
	408
	140
	121
	65
	1 916

	
	
	
	
	
	
	

	Percentage of allowance
	10%
	25%
	50%
	75%
	100%
	

	Value of allowance
	118
	102
	70
	91
	65
	446

	
	
	
	
	
	
	

	
	
	
	
	
	
	


29.4. Liquidity risk

The Company monitors its risk to a shortage of funds using a recurring liquidity planning tool. This tool considers the maturity of both its financial assets (e.g. loans) and projected cash flows from operations.
The Company’s objective is to maintain a balance between continuity of funding and flexibility through
the use of various sources of financing, such as bank loans, third party loans and grants. 

The table below summarises the maturity profile of the Company’s financial liabilities at 31 December 2008 and 31 December 2007 based on contractual undiscounted payments.

	31 December 2008
	On demand
	Less than 3 months
	3-12 months
	1-5 years
	Over

5 years
	Total

	Interest-bearing loans and borrowings
	-
	196
	540
	6 198
	4 447
	11 381

	
	
	
	
	
	
	

	Trade and other payables
	-
	127 
	-
	-
	-
	127

	
	
	
	
	
	
	

	Other liabilities
	-
	71
	-
	-
	-
	71


	31 December 2007
	On demand
	Less than 3 months
	3-12 months
	1-5 years
	Over

5 years
	Total

	Interest-bearing loans and borrowings
	-
	-
	194
	-
	-
	194

	
	
	
	
	
	
	

	Trade and other payables
	-
	104
	-
	-
	-
	104

	
	
	
	
	
	
	

	Other liabilities
	-
	56
	-
	-
	-
	56


30. Financial instruments

30.1. Fair values

There are no significant differences between fair value of financial assets and financial liabilities and their carrying amounts presented in these financial statements.  Summary of financial instruments is presented below:

	
	Carrying amount

	
	31 December 2008 
	31 December 2007

	Assets
	
	

	Loans granted
	23 819
	13 612

	Cash and cash equivalents
	2 126
	4 333

	
	
	

	Liabilities
	
	

	Interest-bearing loans and borrowings
	7 832
	194

	Trade and other payables
	127
	104

	
	
	

	
	
	


31. Capital management

The primary objective of the Company’s capital management is to ensure that it maintains a strong credit rating and healthy capital ratios in order to support its business and maximise shareholder value.

The Company manages its capital structure and makes adjustments to it, in light of changes in economic conditions. No changes were made in the objectives, policies or processes during the years ended 31 December 2008 and 31 December 2007.
32. Employment structure

The average employment in the Company in the years ended 31 December 2008 and 31 December 2007 was as follows:

	
	Year ended 31  December 2008
	Year ended 31  December 2007

	
	
	

	Management Board 
	2
	2

	Administration department
	9
	7

	Sales department
	20
	12

	
	
	

	Total
	31
	21

	
	
	

	
	
	


33. Events after the balance sheet date 

The Company signed loan agreement dated 4th February 2009 with European Bank for Reconstruction and Development. The Company is promised to receive PLN 12 million for a period of four years. In the first two years the Company should pay interests and in the next two years installments with interests every half year. The interest rate is established as 6M WIBOR increased by 4.7% margin.
In accordance Shareholders Resolution dated 7 March 2009 earnings related to grants received in total amount of PLN 13 million to other should be transferred to capital reserves.
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