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Independent Auditor's Report

To Ihe Founders of FINCA Azerbajan and the Board of Directors FINCA International, Inc. USA

We have audited the accompanying slatement of financial position of FINCA Azerbaijan (lhe
«Organizalions) as of Augusl 31, 2008, and the related statements of aclivities, funclional expenses and
cash fows for Ihe year then ended. These financial statements are the responsibility of Organization's
management. Our responsibility is to express an gpinion on these financial statements based on our audil

We conducted our audit in accordance with Inlermational Standards an Audiling (ISA), Those slandards
require thal we plan and perform the audit to obtain reasonable assurance about whether the financial
stalements are free of material misstatement. 4n audi includes examining, on a test basis, evidence
supporling the amounts and disclosures in the financial statemenls. An audil also includes assessing Ine
accounling principles used and signficant esimates made by managemenl, as well as evaluating Ihe
overall financial statement presentation. ‘We believe that our audit and the reperts of alher auditors provide
a reasonable basis for our opinion

In our opinion, based on our audit and the reports of other auditors, the 2005 financial slatements refered
to above present fairty, in all material respectis. the financial position of Organization as of August 31, 2005,
and the changes in their net assets. slatement of functional expenses and their cash flows for the year
then ended in conformity with accounting principles generally accepted in Ihe United Stales of Amenca.

Withoul qualifying cur apinion, we draw your atientien io Note 1 lo the Financial Statements regarding the
melhod adopted by Ihe Organization for calculation of 2xchange differences,
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FINCA Azerbaljan

Statement of Financial Position
Apgust 31, 2005
(With Comparative Totals for 2004)

Cn behalf of the Management

Country Director

See Moles to Financial Stalemans

Assets 2005 2004
Cash and cash equivalents
Unrestricted [Note 2) 8505722 $534,350
Restricted 710
. sss7 535 160
Loans and advances receivables, net (Note 3) 7.257, 291 2,977 001
Grant support receivable [Note 4) 123,134 300,052
Other receivables (Note 5) 23,402 22,226
Clher assets (Note 6) 42,124 5,796
Property and equipment, nel (Note 7) 48,560 80,217
$8,090,233 §3075,450
Liabllitles And Net Assets
Lisbiies
Accounts cavable and accrucd gxpanses (Note B) $820,841 $228.624
Motes payah'e (Note ) 2387427 421,713
3,207,963 650,337
Commitmeants and Contingencies (Note 11)
Net Assels
Urirestricted 4,382,265 3,329,815
4,882,265 3,325,515
$8,000,233 83979952

Chief Accountant
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FINCA Azerbailan

Statement of Activities

Year Ended August 31, 2005
(With Comparative Totals for 2004)
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2003 2004
Unre-sfn:ted Tem_;si-:_r%iy Permanently Total Total
Restricied Restncted
Revenue and suppor:
Interest ncome $2.415,488 $2,415,498 $1.181,769
Gran's and contracts {Note 4) 961,440 961,440 2,002,250
Fees and ather 308,375 30B,375 125,602
Tolal revenue and support 3,685,313 3,685,313 3,288,679
Expenses; N
Program services 1,520,835 1,520,835 $60,068
General and adrinistrative 646,393 - £46,393 526,723
Indirect expenses 251,642 251,642 26,642
Total expenses 2,418,870 2,418,870 1413433
::rz: ks L”n 'l“;jﬂ:f;: ni’“fm 1,266,443 1266443 1876196
Translation adjustment 286,207 - . 286,207 LRI
Change in net assets 1,552 650 : - 1,552,650 51,8793
et assets:
Baglnnlng 3329615 - - 3,329,615
Erling 4,682,265 s §4,382,265

On behalf of the Management

Cauntry Director

See Notes to Financial Statemanis,

Chief Accountant
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FINCA Azerbaijan

Statement of Functional Expenses

Year Ended August 31, 2005
{With Comparative Totals for 2004)

Professional fees and contract
sEmvices

Salanes, employes tenetits and
payrall laxes

Travel

Decupancy and ulilities
Supplies and miscellanecus
Talephone and communications
Meetings and conferences
Frinting and putlication
Depreciation

Provision lor loan losses
Affilkation fees to FINCA
Managemenl fees to FINCA
Promaotion

Bank charges

Interest expenses

Total direct costs

Income tax expense
Oher lauss

Indirect costs

Total expenses

Cn behalf of the Management

Country Director

See Netes 1o Financial Statements:

s General and 2005 2004

Program Semvices 4 dministrativa Total Total
§222128 £227,128 Bdd 545
543,674 194,059 843,733 550,577
106,380 65,508 172,388 96,827
62,032 38,019 100,054 71,128
28, 385 17,308 45783 B9 664
23,116 15,302 39,018 52,906
54.741 8,803 63,544 96 583
10,743 1.951 14,694 16,551
20,812 6,573 27,365 20,081
14,517 14,517 41,333
119,351 319 351 171,715
74,652 74 652 107,616
13,048 13,048 4 855
159,670 150,670 92,811
57,268 ; 57268 1624
§1,520,835 §6465,393 §2,167,228 51 386791
233,123 17 454
18,519 6,058
$251,642 §25.542
§2.418.870 51413433

Chief Accountant
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FINCA Azerbaijan

Statement of Cash Flows
Year Ended August 31, 2005
(With Comparative Totals for 2004)

2005 2004
Cash Flows from Dperating Activiies )
Change innel assels §1,552,650 51.679.203
Adjustments to reconcile change in nel assels lo net cash used
in operating acliviies:
Depreciation 27,385 20,081
Loss on disposals of fixed assets (11,155)
Changes in assals and liabiliies;
(Increase) decreass in
Loans and advances recevables |4,280,290) (1.963,614)
Gran| suppon recervable 266,918 (250,368)
Uther recevables and assals [38,004) {9,363
Increase (decrease) n)
Accounts payable and accrued expenses _ ssaa 183,774
MNet cash used In operating activities (1,879,124 (165,862)
Cash Flows from Investing Activities
Decrease in deposit wilh FINCA Inc, 120,260
Purchase of proparly and squipment (25,728) (24,464}
Net cash used in investing activities (25728 95,776
Cash Flows from Financing Activilies
Proceeds from notes payable 1965414 185,768
Net cash provided by financing activities 1,965,414 145,768
Mzt increase in cash and cash equivalents 60,562 115,682
Cash and Cash Equivalents
Beginning 535,160 419478
Ending §505 722 E039,180
On behalf of the Management
Country Director Chisf Accountant

See Notes lo Financizl Statemeniz



FINCA Azerbaijan
Notes to Financial Statements

Note 1. Nature of Activities and Significant Accounting Policies
Mature of Activities:

FINCA Intemalional, Inc. ("FINCA"), & nol-for-profit crganizalion, is incorporated in the USA. The pumase of FINCA s to "Help
the: poor help themselves". FINCA believes that wordd hunger and poverly cannot be cured simply by food handouts and
grants but can be permanently aflected by sei-help and self-sufficiency of the poar,

FINCA provides seff-help opporunity by establishing community rewolving loan funds, or Mvillage barks®, in impoverished
communities through affilialed organizations ("affiates’) The affiates are tyolcally separate legal emities that enler into
affiiate agreements with FINCA. Small loans supborl nvestment in indvidual or community productve micro enterprises.
Participants buildd seff-refiance, seff-ssleem, and a savings fund that remains within the commurily as a permanent source of
capital for continued investment.

FINCA Azerbailan Limiled Liatility Non-Bank Credi Urganization (e Organization”) is the affliate of FINCA in Azerhaijan,
Through s regional hub headquartered in Kiey. Ukraine ("FINCA HUE’), the Organizalion camias out Small Enlerprise
Technical Assistance and Financing Programs

The Crganization's mission is 1o support the economic and human development of Azen families trapped in severs poverty.
This Is accomplishied masty through the creation of Savings and Credit Groups - associations of several individual members
whe receive the foliowing services: warking captal loans Yo finance sell-employment activites and a mulal suspor syslem
Ihat encourages self-worth and personal development.

The Organization was established in Aprl 1998 and startad its operaions in June 1998 Until 25 November 2000 it was
registered as a representative office of FINGA in Arerbaian ("he representative office”), Starling from the alarementioned
dale, the Organization as re-registered and cbhilained the status of 2 legal entity The Crganization was rersgistered lo comply
wilh the regulations of the Nadonal Bank of Azerbaian, in accordance with which anly legal entilies can perdorm lending
activities on the teritory of Azerbaian The new entity oblained a license for lending activities from the National Bank of
Azerbaijan on & November 2000

Since its inception, FINCA Azerbaijan nas operated on a financial year from Seplember 1 to August 31, Ouring 2005,
FINGA took the decision to change financial year in use by s affiliates to the calendar year from January 1 to December
N, etfective January 1, 2006,

Operating Ervimnment - Over recent years, Azerbaijan has undergens substantial poliical and ecanomic changes. As an
emerging market, Azerbaijan does not possess & wel-developed commercial infrastructure, which ganerally exists in more
mature business markets. Laws and reguiztions affecting businesses upsrating within the country, as wel as throughout the
Commonwealth of idependent Stales ("CIS"), are subject W rapd change. In addifon, continued economic stability Is
dessndent Io a lage exent on the sffeciveness of fiscal measures laken by the qovermiment, decisions of intemational
lending organizalions, and other sclicns peyond the Cryanization’s contral.

Although recently there have beerl positve esanomic signs in Azerbaian, the long-tenm prospects for the Azed sconomy
remain unceriain, As & result, the Crganization's asses znd oparations could be 2t risk ¥ there are any adverse changss in
the poliical and business smvimnment

Jaxation and Other Stautory Requiatons - In accordance with the Agresmen betwsen the Govemment of the United states
of Ameriva and Gowemment of the Republic of Azerhaiian Regarding Cooperation lo Facilitale the Frovision of Assistance
signed on 11 May 2000 the Organization is defined 25 an opetaior responsibie for the implemencation of U.S, Government
assistance programs and is not iable far income ta, valus added tax social and pension contributions or any other taxes
derived from any actvities related to orants recaived from the 1S, Gayemmant.

Azer lax authorities zre increasingly direcing Iheir abenton o the business community &s @ result of he overall economic
enviranment, In respect of Inis, the kocal 2nd nation! tax emvironments in Azecbajan ave constany changing and subject to
inconsistent application, inerpretation and enfomement, Noncompliance with Azen laws and requlations can lead fo the
imposilion of severe penalies and interest, Fulure tax examinatons coutd assess addfional t2xes, nenafies and inferest, and
these amounts could bs material
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FINCA Azerbaijan
Motas to Financial Statsmants

Note 1.  Nature of Actlvities and Significant Accounting Palicies (Continued)

The Crganization Believes it has complicd with 2l appficabls regulations and requirsments. However, sinca the requiations
are not always cleary wiitter, il is dificull 1o predict future inlerpretations by regulstory authorties, and cuicomes of such
interpretations. The management of the Organzation corsiders the probabiliy of any future sanctons being undertaken by
local authonities aganst the Organizaton remote, and believes that na fines or penalties will become payable

A summary of FINCA's significant accounting policies follows;

Basis of accounting: The financial slalements are prepared on Ine accrual basis of accounting, whershy revenug is
recognized when eamed and expenses are recognized when incurmed

Easis of presentation: The financial stalernant presentation follows the recommendations of the Financial Accounting
Slandarts Board in its Slatement of Financial Accounting Standards (SFAS) No. 117, Financial Statements of Not-for-
Profil Organizations. Under SFAS No. 117, FINCA is required lo report information regarding its financial position and
pctivities according o Ihree classes of nel assets: unrestcted net assels, temporanly reskicted net assots, and
permanenlly restricted net assets

Lash and cash equivalents: FINCA considers al highly liguid investments with an cngnal maturily of three months or
less to be cash equivalents

Restricled cash: The restncted cash balance relates lo funds recaived from USAID amd private sector grants. These
lunds are restricted for use on specific programs, as designated by donors

Loans and advances recaivables: Loans and advances 1o customers are stated at the unpad pnncipal balance less
provisions for loan losses. FINCA estimates amounts of possible losses on loans and advances at the stalement aof
finarclal position date o determine the provisions, and believes they are reasonable, having regard to Lhe risks in
lending in our market areas. FINCA recognizes that economic and regulatory condilions may have an impact on the
deblors' abilty to repay loans.

All delinquent loans are provided for by specific provisions using orescribed percantages depending on overdue days. In
determining ils specific provision FINCA classifies loans and advances into categonies based on aging analysis and
applies the foliowing minimum rates:

1 - 30 days pasl dus 15
31 - 60 days past due 255,
G1-90 davs past dus 0%,
91-180 days past due 5%,
181 or more days past due 100%

FINCA also maintains a minimurm general provision of 1 % sgainst the current loan portfolio at the end of sach manth,

Al the time a loan 15 deemed doubthe, or manssement believes the confraciual interest or prncipal due will not be
coliected, the loan is classifed a5 non-perfomming and any intersst accrusd is reversed. At August 21, 2005, the
aliowance for doubtful accounts was $ 76,952

Froperty and sguiprient

Frior 1 May, 2005, the Organization capitalized all progerly and squioment with 3 cost of 3 200 or more purchased wilh
noo-federal funds. Singe May 1, 2005, all exzenses connacled 1o purchase of the fied assels with cost less than &
5,002, are included in structure of charges and shown in the Statement of Activilies

Froperty and cquipment s stated al tost and depreciated on 2 swaight-fine hasis over the estimared useful life of the
assets. Fumiture snd ecuiprment purchased for dircst use of forsign programs are excensed and charged o the grant
under which they wers scquired

Lr]
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FINCA Azerbaijan
Motes to Financial Statements

Note 1.  MWature of Activities and Significant Accounting Pollcles ({Continued)

Valuation of langlived assels: FINCA accounts for tne valuation of long-ived assats under Statement of Finarcisl
Agcounting Standards (SFAS) No. 144, Accounting for the impaimment or Disposal of Long-Lived Azsale. SFAS MNo. 144
requires that long-lived assets and certain (dentifizble intangible assets be reviewsd for impairment whenaver svanls or
changes in circumstances indicate that the carrying amount of an asset may not be recoverable. Recoverability of long-
lived assels is measured by a companison of the camying amount of *he asset to fulure undisaounted net cash flows
expecied i be generated by the assel Il such assels are considerad fo be impaired, the impairment o be raccgmzed s

measured by the amount by which the camying amount of the assets excecds the estiimated fair value of the assels
Assels 10 be disposed of are reportable al the lower of the carrying amaunt or fair value, 255 casts 1a sel

Unreslricted nel_assets: Unrestricted nel assets represent uneslricted resources availabie 1o suppart FINCA's
operations and temporarly reslricted resources thal become availasle for use by FINCA in accordance with the
mtentions of donors, Also. all lvan capital (s considered unrestricted resources when [oans made to reciplents are repaid
o FINGA.

Hevanue and support: Interest income on Ioans 10 cusomers is recognized when incurred on the ariginal lkaan amaount,

Grants and Granl Support: Under the Grant Agreements with 1he United States Agency for International Davelopmeant
("USAID), BF Exploration (Shah Deniz) Limited ("BP"), Baky - Thilisk-Ceyhan Pipeline Company (*BTC?, the
International Rescue Committee (*IRC). and Deutsche Gesellschafl fur Techrische Zusammenarbait ["GTZ7) FINCA,
advances donaled funds to the Crganization. The Organizalion resards cach advance as unearmed grant support when
received. When allowable expenditure or a disbursement of a new loan lo a barower Is made, the corresponding
amaunt |s debited to uneamed grant support and recognized as revenue

Foreign currency translation: The financial statements and transactions of FINCA'S foreign operations ame generally
maintained in the relevant local curmency Where local cumencies ane used, assets and lisbilities are transiatzd at current
exchange rales in effect at the balance sheet date. Trarslation adjustments, which result from the process of transiating
the financial statements into U.S. dollars, are accumuiated in the cumulative translation adjustment accounl, which is a
component of accumulated net assels, Revenues and expenses are fransiated at the average exchange rals lor each
period. Gains and losses from lerelgn curancy transactions are includad in change in n2l assels.

The exchangs rales as of 31 August 2005 and 2004 were AZM 2 625 and AZM 490210 § 1 respectively. The average
AZMIUSD exchange rales for the years ended 31 August 2005 and 31 August 2004 were 4821 and 4,917 respactively.
The translation of AZM-denominaled assets and kzbilites into USD as of 31 August 2005 and 2004 dees not indicate
thal the Crganization could realize, or sette in USD, the translaled valus of these assets and lizbilities.

During fiscal year 2005, the melhod usad by FINCA Azerbaijan Io calculate forelgn exchange differences did
nat correspond 1o the practice generally emoloyed by ather FINGA affiiztes.

Expenses [Curing the current financial yesr expenses are divided on program Servines EXpenses, general and
administrative expenses and indirect cost, The program semvices exzenses are § 1,520 835, general and administralive
expenses are § 645,393 indirect expenses are § 251,542 far the year anded August 31, 20035 respectively.

Income tax status: Income tax of the Organization reprasents the mes! probable estimalion of the corporale income 1=y
as a result of the economic activities of the Orgamzaton during the year ended 31 August 2004 made by the
Organizalion's managemant based on all appicable revenues and exosnses and the currently snacted statulony rile of
corwrals income kzx of 24%.

AS of August 2005 the Crganization did not have sny sanficant temporany differences between the carmying and lax
values of s assels and lizbilties, and, therelors, there are no maleria defermed tax assets or | abilides as of these dates,
Therefore, e total comparate income tax expense is fully reprezented by the current partion of corporale income tax,

As of August 31, 2005 the amount of the profit lax exoense was § 233,123

Esbmates: The praparation of the Frarcia: statsments requires menagemant to maks sslmales and assumplions that
affect the recorted amounts of assels and lizbilites, and disciosures of conbrgent 2ssets and fiabllities at the date of he
linancial statements, and [he reporied amounts of support and revenus and expenses during the reporting paried. Actual
rasults could differ from thaose estimates

10



FINCA Azerbaijan
Notes to Financial Statements

Note 2. Cash and cash equivalents

2005
Cash in bank §574 662
Cash on hard 21,080
Gash and cash equivalents $595 722

MNote 3. Loans and Advances Receivable

Loans to customers are made within Azerbaijan, in the cities of Baku, Imisnii. Massali, Gandja and in rural areas. Mosl
loans outstanding as of 31 August 2005 and 2004 were granled to groups of small entrepreneurs, some of them were
granted to individuals,

The loan life for group loans is standardized and ranges from 15 to 48 weeks. The prncipal and interest amounts for
group loans are redeemable weekly, bi-weekly or monthly by equal instaliments. Interest on some qgroup loans is
charged on the basis of the ariginal prncioal amount lent, imescective of principal repayments throughout the e of the
Izan,

The loan fife for individual oans ranges from & to 12 months. The principal and interest amounts for individual loans are
redeemable monthly. Inlerest on loans fo individuals is charged on Ihe rernaining balance of the ioan aller each
repayment of principal, i e. on a declining basis.

The group loans are secured by Solidanity Group Guarantee The individual loans are secured by movable property such
a5 cars, equipment, home appliances, other househald assels; andior by gold ems Addiionally, individual lozns are
ensured by third-party guarantee on the demand by Credit Commitiee.

Loans and advances recelvable at August 31, 2005 consist of the fallovang:

2005
Loans and advances receivable ' $7.334,243
Less allowarice for doubtiul accounts (76,852)
$7.257,291

The aging of those loans receivables consist of the following

_ R

Current 37,322 793
1- 30 days past due 3.091
31 - 60 days past due 3,084
1 - 890 days past due 4,136
91-120 days past due 1,139
121 - 180 days past dus -
181 or mere days past due S

57,334,243

The change in the loan loss provision for the year ended August 31, 2005, consists of the following:

_ 005
Beginning balance $a6,47¢
Currenl year provision for loan loss a7
Recovery of losses 1235
Write offs (2,274)

$76,952
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FINCA Azerbaljan
Motes to Financial Statements

Note 4. Grant support receivable

Grant support recelvable consists of Ine fellowing amount of granls at August 31, 2005

The list of grants {Ne and dals) Ealance Oue 1o FINCA Liguidaton Wrileoff  Balance
&t Augusl 57, at August
2004 31, 2008
Grart USAID. Grant agresment
o 1 12-4-00-00-00024-00, dated 54,162 $52,162 $59.681 311 681
20.08.2000.
Grant BTC. Grant agrezment Mg
G-03-AGT-49456, dated 213,880 387123 300,761 - NP8
01.07.03
Granl BP SH. Grant agresmeant
Mo G-03-BFED-53471, dated 74,779 95779 14,815 {6,165)
03.12.2003,
Grant IRC (78175 78,175
Granl GTZ Grant agrecment Ne
B106B523, dated 06.05 2004 175,306 B33, 294 334434 173,554 -
$390,052 $1.228,358 $709,741  §251,729  $123,134

The total amount of grant revenus in the Statement of Acthities consists of the sum of grant liquidation and the sum of grant
wnle off. According the conditions of the IRC and GTZ contracts the funds bomowed under these conltracts Including any
interest revenue accrued after conclusion of the contract will be lransfermed to the Recipient credil fund as a non-
repayable grant. IRC and GTZ grants vesled their funds in FINCA Azerbaljan as grants ended and Ihe Agreement

condilons are satisfied.

Note 5. Other Recelvables
Other receivables at August 31, 2003, consist of the following

2005
VAT recevable F15950
Azcount receivabla 5999
Other 1450
§23,402
Note 6. Dther assets
Other assels at August 31, 2008, consist of e following:
2005
Freosid expenses 517 468
Precaid faxes 24,658
842,124
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FINCA Azerbaijan
Notes to Financial Statements

Note 7. Property and equipment
Property and equipment and accumulated depreciation at August 31, 2003 consisl of Iz fallowing:

Propsty and equipment Esbmaied Beginning

\Jeeki Lives Batancs Additions Deletions het
Computer  equipment  and N N .
software, leasehold improvements L 90,183 BT i §92,298
Furniture and equipmant, wehicies 5 year 3247 2615 o BEI
S101830 $25,728 - $127 358
Bccumulated depreciation
Computar  equipment  and e Ty A
saftware, leasshold improvemenis 3 yea R S5 ' Fe0aM
Furnalure and equipmest, vehicles 5 year 12181 5333 - 18,514
$51,413 §27,385 - §/8,758
NET $ 50,217 5(1.645) - $48,560

Noted. Accounts Payable and Accrued Expenses

Accounts payable and accrued expenses at August 31, 2005 consisl of ihe lollawing:

2005 2004

Accrued affiliation fee payable fo FINCA 5300, 140 §105543
Provision lar income tax 195 873 17,684
Management fees and other payatles 1o FINCA 102,345 52,598
MFSI payable 20,191
Agorued payroll and acorued payroll tax payable 64,085 25,046
Aecrued interest payable io FINCA 3979 1,624
Accrued interest payable 10,080 -
Accrued audlt fea payable 16,520 G 200
Other A% 15,481

SE20,841 $248,624

Note 9, Notes Payable

As of August 31, 2005 Crzanization has two typss of debt “chantable’ loan and cammercial debl. Chartable loan is
received from Social Fund for Intemally Dispiaced Persons (SFDI) This inan Is free fram inlerest on the principal
amount. The fund received should bz used spacficalty for the purposs of disbursesmant of micro-loans to cuslomers, not
less than B0% of whom should be refugees (cafled Simermnally Jispiaced osoole”). As of August 21, 2005 the amount ol
this loan was equa! 3 267 127

Gommercial dents are dabts received from Viliage Bark Capital Fund of FINCA International Inc. and from Credil Suisse
Microfinance fung Management Gomzzny 21 the interest rates in Le range of from 4,5 % to 9.8 %. As of August 21,
2005 the amount of tis loan was equal $ 1,200,000 and B00,000 respectvely,

—
[P
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FINCA Azerbaijan
MNotes ta Financial Statements

Mote9. Notes Payable {Continued)
Noles payable consist of the following st August 31, 2005 and at August, 2004

The name of Lender Securad Unsacured Total 2005 Totel 2004

VBCF - $1.200,000 $1,200,000 2126,7143

Sogial Fund for Infemally Displaced Persons (SFDI) . T P 287 295,570
Credit Suisse Microfinance fund Management company . 900,000 SO0 000

z §2,387,127 §238717 §421,713

Maturities of notes payable at August 31 2005, are due i future fiscal years as lollows:

Years ending August, 31

2008 81,754 410
2007 B3I
Tatal Notes Payable $2.387 127

Note 10.  Related Party Transactions

Loans from FINCA Intemational, inc.;

As of 31 Augusl 2005 the FINCA Azerbaiian had liabiities for short-lerm loan received from FINGA for USD 1 200,000 Loan
was issued 1o ths Oroanization by FINCA at the interest rate in the range of 4.5-8 % per annum. The loan was issued during
2005 with maturity on 30 September 2005, The Organization has the rght lo prepay in whole or in part te principal amaunt of
the loan at anytme and without a prepayment premium or ofher chamess. As of 31 August 2005 the Organization had labiities
for interest payable on shor-term loan recerved from FINCA for USD 31,978

Lender Maturily Rals Denamination Amaunt
 FINCA International, Ine 30 September 2005 & 5% us$ $700,000
FINCA International, Inz 30 September 2005 8% us$ 500,200
$1,200,000
(Grants from FINCA Intemationz], Inc. Durng the vesr ended August 31, 2025 the Organization oblained grant support from

USAID, BF 8K, BTC, IRC and STZ through FIKCA in the amount of 3 1,228 358 Tolal revenue denved r'mrj'r tris grant
suppo receivad locover (he cunent exparditure and (o lend hose funds 1 s cusiomers was > T08711, Ason ﬁ'u_ugus! 3‘:. i
2005 the Omganization recognized the remaining amount of IRC and GTZ crants in the reverue in the amount of 3 251,729
aceording the condilions of the IRC and GTZ contracts (See Note 4). IR and GTZ gran's vested teir funds in FINGA
Azerbaijan 2s grants ended and the Agrsermenl condilons are satisfizd,

As of August 31, 2005 the Crganization had grant support aamed but net recsived from FINCA in the amountof § 123,134,

Affiliation fees: Generally, for sach loan exiendzd 1o s customers 1-4% of the amounts disbursed is collscted by FINGA
Azerbajjan in =xchange for providing supporting servicss. For the year ended August 31, 2005, ine Drgenlplzgl:nn
recognized income In amount § 785283 In iis tum FINCA Azerbaijan is in agresmen! with FINCA lo pay 2% o the
disbursement amount. Eor the year ended August 31, 2003 FINCA Azzrbaljan realized an expense of § 319,351 related
lo affiistion fe=s pavable to FINCA As of 31 August 2005 the acsounts payable far affiiztion fes due ta FINGA was §
300,140,
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Note 10.  Related Party Transactions (Continuad)

Management fees: Management fee expenses mainly represant the Country Director's expenses Including the salary,
housekeeping efe. FINCA directly concluded the agreement with the Country Directar. During the year endsd August 31,
2005 the Drganizaton received management senvices from FINCA in the amount of $ 74 652

Other reimbursable sxpenses: Other reimbursable cxpenses due 1o FINCA dunng the year ended August 31, 2005 wars
incurred in the amount of § 33,005,

As of 31 Augusl 2005 the zccounts payable for managemen: fees and other reimbursable expanses due to FINCA were
$102,345. Settlements between the Organizaton and FINCA are normally made in the manner of dirsct wire transters of
funds via banks and on the lerms agreed with FINCA (currently settlements ane made on as nseded basis),

Note 11,  Commitments and Cantingencies

As of 31 August 2005 na significant commilments and contingencies existed

Note 12, Lease Obligations

FINCA Azerbaijan leases office space in the Norh. West and Soulh region of Republic of Azerbaijan to support ils
operalions and project activity. These lease agreements are cancluded for 12 manths and can be terminated before the
expiration date by either party. All rental payments are fixed il the axpiration of the leases. There are no specific [ease
renewal clauses,

Future minimum lease payments due lotal $ 95 459 and ang dus within one year

Total office rent expense for FINCA Azerbaijan for Ihe years ended August 31, 2005 and 2004 were $ 100,051 and
71128, respeclively,




