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“AMERIA AUDIT® CJSC, #2, 6 Bagramyan Avenue
0018, Yerevan, Republic of Armenia

Independent Auditor's Report

To: Horizon Fund management

We have audited the accompanying statement of financial position of the Horizon Fund as of December
31, 2005, and the related statements of activities and cash flows for the year then ended. These financial
statements are the responsibility of the fund’s management. OQur responsibility is to express an opinion on
the financial reports based on our audit.

We conducted our audit in accordance with the Armenian Audit Standards. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial stalements are
free of material misstatements. An audit includes examining, on a test basis, e¢vidence supporting the
amounts and disclosures in the financial statements, An audit also includes assessing the accounting
policies used. We believe our audit provides a reasonable basis for our opinion,

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Horizon Fund as of December 31, 2005, and the results of its operations and its
cash flows for the year then ended in conformity with the accounting standards of Armenia.
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Statement of Financial Position

as of December 31, 2005
(in AMD"000)
Decembcr 31, 2005 December 31 2005 Note

ASSETS -
Non-current assets
Fixed assets 14057 10094 3.1
Intangible asscts 74 1077 -
Tatal non-current assets 14131 11171
Current assets
Materials 235 0
Prepayments 500 104
Other receivables 123 0
Current financial investments 499855 619147 32.
Cash and cash equivalents 30161 101536 3.
Total current assets 530874 720787
TOTAL ASSETS 545005 731958
LIABILITIES AND NET ASSETS
Net assets
Accumulated funds 91474 160543 34,
Total net assets 91474 160543
Non=current liabilities
Long-term bank loans and borrowings 430203 551542 35.
Asset related grants 13329 8431 3.6
Total non-current liabilities 443532 558973
Current liabilities
Taxes payable 8624 10758 37
Income related grants 1375 684 3.6.
Taotal current liabilities 9999 11442
TOTAL LIABILITIES AND NET ASSETS 545005 731958

Director Chief Accountant
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Statement of Activities
for the period from 01/01/2005 to 31/12/2005

éj g

FFingncinl statements for the year ended December 31, 2005
Hocizon Fund

(in AMD'000)
01/01/04-31/12/04 01/01/05-31/12/05  Note
Revenues 176233 236073 3.8,
Cost of revenues - - 0 0
Gross income 176233 236073
Sales expenses (4780) (5463) 3.10.
__ Administrative expenses (93058) _(107882) 3.1
Gross income less sales and _
administrative expenses ARaas Haies
Other operating income 7061 5096 3.9
_ Other operating expenscs (78) (456)
Operating income 85378 127368
(12602)
Financing expenses (2252) (21757)
_ Other non-operating income (loss) (13287) 93009 .
Income before taxes 69839 0
93009
Income tax (17518) (23940)  3.7.
Net income (net assets) 52321 69069

Chief Accountant
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Statement of Cash Flows

for the period from 01/01/2005 to 31/12/2005
(in AMD’000)

01/01/03-31/12/03 01/01/05-31/12/05
Cash and cash equivalents as of 01/01/2005 S 14009 - ﬁu
Cash flows [rom operating activities
Sales receipts 171619 236012
Other receipts 14468 804
Payrment for materials and goods purchased (5904) (27070)
Payment for services received (22156) (1120)
Payment of salaries and wages (55229) (63368)
Payment of taxes (28524) (26331)
Payment of social sccurity (7754) (7256)
 Other payments o ~ (1568) (1276)
Net cash flow from operating activities 64952 110395
Cash flow from investing activities
Purchase of non.current assets (6428) (1301)
Loans provided o (1315552)  (1498000)
Net cash flow from nvesting activities (1321980) {1499301)
Cash flow from financing activities
Loans and borrowings received 1297778 1492371
Other cash inflows 48 40
Loans and borrowings paid (23754) (12958)
_Dividends and interestpaid _ _~(®02) = (11554)
Net cash flow from financing activities 1273270 1467899
Net cash flow for the period 16242 78993
_ Exchange rate surplus (loss) _ . i (90)  (761B)
Cash and cash equivalents as of 31/12/2005 30161 101536
Chiel Accountant
7 7l

Francial statements for the year ended December 31, 2005
Horizon Fund

of & I
,ﬁif,& e /{éﬂﬁp/}/ﬁﬂ

Sofl8




NOTES TO THE FINANCIAL STATEMENTS

1. History and background

Horizon Fund (hereinafter referred to as Fund) is a non-commercial organization registered by the State
Register of the Ministry of Justice of the Republic of Armenia on October 28, 2002 (state registration
certificate number 03A056449, registration number: 264.160.05978).

The Fund has registered in Arabkir regional tax department (fax code: 00075286) and in Arabkir
regional social security center (code: 45 - 165978) on October 28, 2002.

The Fund’s loeation and legal address 1s 44 Komitas Ave, Yerevan, Armenia. It has neither registered
branches nor representations anywhere.

The Fund's founders are:
|. OXFAM Great Britain (address: 274 Banbury Rd, Oxford, Great Britain, registration number:
612172),
2. Kapan Business Support Centre NGO (address: 42 Stepamian St, Apt 28, Kapan, Armenia,
registration number: 211.171.00709),
3. Hask-96 NGO (address: 187 Nairian St, Apt 37, Sevan, Armenia, registration certificale
number: 1283),

According to the Charter the Fund's main goals are:
o Implement and promote charitable, health and educational projeets called to satisfy needs of
people suffered from poverty and disasters;
»  Assist vulnerable people in getting sustainable income, establishing own business,
s  Support development of communities and refugee integration with local population.

The Fund’s main subjects of activities are:
e Create conditions for small business development in Armenia, foster that development through
provision of loans, streéngthen sustainability and competitiveness of small business;
e  Organize trainings for those interested in entrepreneurship:
» Provide consultancies regarding entrepreneurship in various fields.

The Fund provides small business development short-term micro-loans (up to AMD 1500000) in
Yerevan, Ararat, Vanadzor, [jevan, Dilijan, Kapan, Gavar and Sevan.

2. Accounting policy

There is an accounting policy approved for the Fund. Accounting is maintained in accordance with the
Armenian Accounting Standards and Chart of Accounts approved by the order No 319 dated 29/12/2000
of the Ministry of Economy and Finance of the RA, which complies with the decree No 740 “on reform
of accounting system” of the Government of the RA dated 26/11/1998.

The record keeping is maintained by the accounting unit of the Fund using a computer software.
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2.1. Fixed and intangible assets

Fixed assets are valued al cost. The following useful lives are specified for the fixed assets:

Useful life

Assel (ycars)
Machinery and equipment 5
Computer equipment 3
Property and tools 5
Small value assets (up to 50,000 AMD) [

2.2, Inventory

Inventory is valued at cost. A FIFO inventory flow method is used.

2.3, Accounts receivable and payable

Accounts receivable and payable are valued at cost.

2.4, Loans

Loans provided are valued at cost. An allowance for loan losses is established for overdue loans.
Provisions to the allowance are made with respect to overdue loans using the following rates:

Days overdue Loan loss rate (%)

31-60 40
61-90 60
91-120 50
121-150 100

2.5. Incame and expenses

Income and cxpenses are recorded using an accrual method of accounting. Income from income related
grants and donations is recognized when it is used to cover related expenses.

2.6. Cash and cash equivalents

Cash operations are executed in accordance with the requirements of cash operations procedures
approved by the decree No 1408-N dated 08/10/2003 of the Government of the RA. In conformity with
the mentioned decree, the Organization maintains a cash book (local currency) approved by the Arabkir
regional tax department. Foreign currency operations are executed in accordance with the Law of the RA
on Currency Regulation and Control,

2.7. Salaries and wages

Salaries and wages are paid according to the Employment Code of the RA and the Law of the RA on
Employee Compensation.
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2.8. Taxes and other required payments

Taxes (value added tax, profit tax, income tax) are accrued in accordance with the tax laws of the RA
using a general taxation scheme. Required social security payments are accrucd in accordance with the
Law of the RA on Required Social Security Payments.

3. Accounts

3.1. Fixed assets

AMD'000
T olmtios 31/12/05 Note
Fixed assets in operation 21401 22702 3.1.1
Accumulated depreciation  (7344)  (12608) 3.1.2
Total 14057 10094
3.1.1. Fixed assets in operation
AMD'000
- Balanceasof = Balanccasof
i 01/01/2005 Increase Reduction 31/12/2005
Machinery and equipment 7705 671 0 8376
Vehicles 11264 0 0 11264
Property,to0ls i 2432 630 D 3062
Total 21401 1301 0 22702

During the reporting period no disposal of fixed assets has taken place. The entire reduction (211
thousand drams) in fixed assets relates to correcting entries made.

3.1.2. Accumulated depreciation of fixed assets in operation

AMI000
o - ~ Accumulated depreciation
Balance as of Balance as of
o ~ Asset ~ 01/01/2005 Increase Reduction  31/12/2005
Machinery and equipment 3145 2468 0 5613
Vehicles 3478 2252 0 5730
Property, tools o 721 544 0o 1265
Total 7344 5264 {) 12608
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