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JV MFO Microinvest LLC

BALANCE SHEET
As at 31 December 2007

ASSETS
Cash and cash equivalents

Due from banks and other institutions
Loans and advances to customers, net
Held for sale investments

Deferred tax asset

Other assets

Intangible assets

Property and equipment

Total assets

LIABILITIES

Interest-bearing loans and borrowings
Grants for projects in process

Due to founders

Other liabilities

Deferred revenue

Total liabilities

SHAREHOLDERS’ EQUITY
Share capital

Secondary capital
Capital reserve
Retained earnings

Total shareholders’ equity

Total liabilities and shareholders’
equity

Notes

11
12
13
14

15
15

2007 2007 2006 2006

MDL USD MDL USD
59,320,444 5,240,693 1,549,911 120,101
85,000,541 7,509,412 29,901,424 2,317,042
120,988,201 10,688,759 53,790,391 4,168,183
3,240 286 3,240 251
- - 171,947 13,324
4,641,895 410,090 789,038 61,141
319,070 28,188 97,565 7,560
3,655,658 322,962 2,661,832 206,264
273,929,049 24,200,390 88,965,348 6,893,866
195,039,150 17,230,825 66,880,202 5,182,503
109,785 9,699 161,261 12,496
443,931 39,219 517,628 40,111
1,084,885 95,845 2,762,891 214,094
- - 157,470 12,202
196,677,751 17,375,588 70,479,452 5,461,406
47,967,092 4,237,675 7,138,729 553,175
22,280,147 1,968,350 484,240 37,523
6,123,350 540,970 - -
880,709 77,807 10,862,927 841,762
77,251,298 6,824,802 18,485,896 1,432,460
273,929,049 24,200,390 88,965,348 6,893,866

The accompanying notes are an integral part of these financial statements.

The financial statements were authorized for issue on 6 June 2008:

General Manager
Mr. Artur Munteanu

Chief Financial Officer
Mrs. Veronica Mirzac




JV MFO Microinvest LLC

INCOME STATEMENT
For the Year Ended 31 December 2007

Interest and similar income
Interest and similar expense

Net interest and similar income

Other operating income

General and administrative expenses
Foreign exchange (losses)/gains
Profit before credit loss expense
Provision for impairment

Profit before income tax

Income tax (expense) / credit

Net profit for the year

Notes

17
18

19
20

21

2007 2007 2006 2006
MDL USD MDL USD
31,776,448 2,618,320 13,078,434 995,928
(19,732,137)  (1,625,891)  (4,620,068)  (351,820)
12,044,311 992,429 8,458,366 644,108
422,120 34,782 1,569,914 119,550
(9,048,254)  (745,560) (6,863,129)  (522,631)
(257,608) (21.227)  (1,133,273) (86,299)
3,160,569 260,424 2,031,878 154,728
(2,709,568)  (223.263)  (353,700) (26,935)
451,001 37,161 1,678,178 127,793
554,438 45,685 (1,206,970) (91,911)
1,005,439 82,846 471,208 35,882

The accompanying notes are an integral part of these financial statements.

The financial statements were authorized for issue on 6 June 2008:

General Manager
Mr. Artur Munteanu

Chief Financial Officer
Mrs. Veronica Mirzac




JV MFO Microinvest LLC

STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY
For the Year Ended 31 December 2007

Balance at 1 January 2006
Contribution to share capital
Net profit for the year

Balance at 31 December 2006

Balance at 1 January 2007

Contribution to share capital
Movement in share capital
(addition / disposal)
Distribution of retained
earnings

Net profit for the year
Balance at 31 December
2007

Balance at 1 January 2006
Contribution to share capital
Net profit for the year
Translation difference

Balance at 31 December 2006

Balance at 1 January 2007

Contribution to share capital
Movement in share capital
(addition / disposal)
Distribution of retained
earnings

Net profit for the year
Translation difference

Balance at 31 December 2007

Share Secondary Retained Total
capital capital Earnings shareholders’
equity
MDL MDL MDL MDL
2,772,994 - 10,391,719 13,164,713
4,365,735 484,240 - 4,849,975
- - 471,208 471,208
7,138,729 484,240 10,862,927 18,485,896
Share Secondary Capital Retained Total
capital capital reserve Earnings shareholders’
equity
MDL MDL MDL MDL MDL
7,138,729 484,240 - 10,862,927 18,485,896
29,356,467 - - - 29,356,467
484,239 21,795,907 6,123,350 - 28,403,496
10,987,657 - - (10,987,657) -
- - - 1,005,439 1,005,439
47,967,092 22,280,147 6,123,350 880,709 77,251,298
. Total
Sh:fre Secon.dary Retal.ned shareholders’
capital capital Earnings .
equity
USD USD USD USD
216,100 - 809,828 1,025,928
332,453 36,875 - 369,328
- - 35,882 35,882
4,622 648 (3,948) 1,322
553,175 37,523 841,762 1,432,460
Total
Share Secondary Capital Retained shareholders’
capital capital reserve earnings equity
USD USD USD USD UsD
553,175 37,523 - 841,762 1,432,460
2,418,918 - - - 2,418,918
39,900 1,795,942 504,552 - 2,340,394
905,362 - - (905,362) -
- - - 82,846 82,846
320,320 134,885 36,418 58,561 550,184
4,237,675 1,968,350 540,970 77,807 6,824,802

The accompanying notes are an integral part of these financial statements.

4



JV MFO Microinvest LLC

CASH FLOW STATEMENT
For the Year Ended 31 December 2007

Notes 2007 2007 2006 2006
MDL USD MDL USD

Cash flows from operating activities
Interest receipts 26,305,567 2,167,529 11,323,598 862,297
Interest payments (18,096,946)  (1,491,154) (4,167,328) (317,344)
Other income received 5,572,278 459,145 1,592,225 121,249
Payment to employees and suppliers (11,120,526) (916,310)  (13,795,983) (1,050,570)
Other proceeds from financial institutions (41,578) (3,426) - -
Taxes paid (1,904,069) (156,892) - -
714,726 58,892 (5,047,488) (384,368)

(Increase) decrease in assets/liabilities:
Loans and advances to customers, net (68,874,941)  (5,675,165)  (19,513,993)  (1,485,999)
(2,672,548) (220,213) (199,786) (15,214)

(9,730,102) (801,742) 1,542,375 117,453

Other assets
Other liabilities

Net cash from operating activities (80,562,865) (6,638,228)  (23,218,892) (1,768,128)
Cash flows from investing activities

Purchase of intangibles (267,048) (22,004) (72,210) (5,499)
Purchase of property and equipment (1,288,610) (106,179) (1,627,266) (123,917)
Collateral deposits with banks (55,099,117)  (4,540,063)  (21,352,507) (1,626,003)
Purchase/ (disposal) of investments - - (3,186) (243)

Net cash from investing activities (56,654,775) (4,668,246)  (23,055,169) (1,755,662)

Cash flows from financing activities

Proceeds from grants - - 5,766,194 439,098
125,507,941 10,341,618 35,002,435 2,665,451
Reimbursement of borrowings - - - -
40,828,363 3,364,180 4,360,335 332,453
27,919,258 2,300,494 484,240 36,875

Proceeds from borrowings

Contributions in share capital
Contributions in secondary capital

Proceeds from grants to be used for
operating expenses

Repayment of grants - - - -

Net cash from financing activities 194,255,562 16,006,292 45,613,204 3,473,877

Foreign exchange difference 667,611 55,010 (1,332,540) (101,474)

Net increase/ (decrease) in cash and

. 57,705,533 4,754,828
cash equivalents

(1,993,397) (151,387)

Cash and cash equivalents at 1 January 1,614,911 129,608 3,608,308 281,196
Translation difference - 356,257 - (4,671)
Cash and cash equivalents at 31 16 59,320,444 5,240,693 1,614,911 125,138
Decemher

The accompanying notes are an integral part of these financial statements.




JV MFO Microinvest LLC

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended 31 December 2007

1. General information

Microinvest S.R.L (“the Company”) was established on 29 April 2003 as a micro-financing limited liability
company. The shareholders of the Company are as follows:

2007 2006
BFSE Holding B.V 61.20% -
Soros Foundation Moldova 31.56% 89.47%
S.A. “S.I.D.I.” 3.72% 10.53%
Munteanu Artur 2.82% -
Mirzac Veronica 0.35% -
Lupascu Tudor 0.35% -

100% 100%

Before December 2005 the Company was wholly owned by Soros Foundation Moldova. In December 2005 a
new shareholder Solidarite Internationale pour le Developpement et I’Investissement (hereinafter “SIDI”)
acquired 10% for the Company’s shares, as a result of which the Company has changed its name into Joint
Venture Micro Finance Organisation Microinvest LLC (“JV MFO Microinvest LLC”). In December 2007, new
shareholder acquired 61.20% and the top management was given the possibility to contribute to share capital,
as a result, the structure of share capital suffered significant changes. The new majority shareholder, BFSE
Holding B.V located in Netherlands, has as ultimate parent B.F.S.E. Fund C.V.from Netherlands.

The Company operates through its head office located in Chisinau and 11 representative offices (8
representative offices as of 31 December 2006) located throughout the Republic of Moldova.

The activity of the Company focuses on lending to individuals and micro, small and medium size enterprises.
The Company obtains the necessary funds for its activity from donors, equity and debt investors.

The number of employees employed by the Company as of 31 December 2007 was 79 (in 2006: 68), out of
which 23 part-time and 56 full-time employees, including 24 loan officers (in 2006: 22 part-time and 46 full-
time employees, including 24 loan officers).

The Company has one subsidiary, based on its venture capital pilot program and the main activities of which
are production of textile goods. The intention of the Company is to sell this subsidiary in 2008.

The registered office of the Company is located at Puskin Street 16, Chisinau, Republic of Moldova.

2. Basis of preparation

The financial statements have been prepared on a historical cost basis. The financial statements are presented
in Moldova Lei (MDL), being the functional currency of the Company, and in US Dollars (USD) being the
presentation currency, for the convenience of the users of the financial statements.

Statement of compliance
These are the separate-parent financial statements of the Company, prepared in accordance with International
Financial Reporting Standards (IFRS).

The Company maintains its statutory financial statements in the currency of the Republic of Moldova, being the
Moldovan Lei (MDL) and prepares its statutory accounting reports in accordance with National Accounting
Standards and regulations set by the Ministry of Finance of the Republic of Moldova.




JV MFO Microinvest LLC

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended 31 December 2007

3. Accounting policies
Changes in accounting policies

The accounting policies adopted are consistent with those of the previous financial year except that the
Company has adopted those new/revised standards mandatory for financial years beginning on or after 1
January 2007.

The changes in accounting policies result from adoption of the following new or revised standards:

IFRS 7 “Financial Instruments: Disclosures”

IFRS 7 introduces new requirements with regards to the information on financial instruments that is presented
in the entity’s financial statements. IFRS 7 is effective for annual periods beginning on or after January 1,
2007. As IFRS 7 includes disclosure requirements only, its adoption does not have an impact on the Company's
financial results or position.

Amendment to IAS 1 “Presentation of Financial Statements”

The amendment introduces requirements for all entities to disclose (i) the entity's objectives, policies and
processes for managing capital, (ii) quantitative data about what the entity regards as capital, (iii) whether the
entity has complied with any capital requirements and (iv) if it has not complied, the consequences of such
non-compliance. The amendment to IAS 1 is effective for annual periods beginning on or after January 1,
2007. As the amendment to IAS 1 includes disclosure requirements only, its adoption will not have an impact
on the Company's financial results or position.

Changes in accounting estimates

During 2007 the Company has reclassified its investment in subsidiary to held for sale assets, as it is
management’s intention to recover the carrying amount of the investment through a sale transaction rather
than through continuing use. This change does not have an impact on the financial results or position of the
Company. Please refer to notes 3.3 (g) and 7 for more details.

Significant accounting policies
a. Cash and cash equivalents

Cash and cash equivalents comprise cash at banks and cash on hand. For the purposes of the Cash Flow
Statement, cash and cash equivalents consist of cash on hand and deposits in banks with an original maturity of
three months or less, net of outstanding bank overdrafts, if any.

b. Financial instruments — initial recognition, subsequent measurement and de-recognition

Date of recognition

The Company recognises a financial asset or a financial liability on its balance sheet when, and only when, the
Company becomes a party to the contractual provisions of the instrument. All regular way purchases and sales
of financial assets are recognized on the settlement date, i.e. the date that an asset is delivered to or by the
Company. Regular way purchases of sales are purchases or sales of financial assets that require delivery of
assets within the period generally established by regulation or convention in the market place.




JV MFO Microinvest LLC

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended 31 December 2007

3.3 Significant accounting policies (continued)
b. Financial instruments — initial recognition, subsequent measurement and de-recognition (continued)

Initial recognition of financial instruments

The classification of financial instruments at initial recognition depends on the purpose for which the financial
instruments were acquired and their characteristics. All financial instruments are measured initially at their fair
value plus any directly attributable incremental costs of acquisition or issue.

Due from banks and loans and advances to customers

“Due from banks” and “Loans and advances to customers” are financial assets with fixed or determinable
payments and fixed maturities that are not quoted in an active market. After initial measurement, amounts due
from banks and loans and advances to customers are subsequently measured at amortized cost using the
effective interest rate method, less allowance for impairment. Amortized cost is calculated by taking into
account any discount or premium on acquisition and fees and costs that are an integral of the effective interest
rate. The amortization is included in “Interest and similar income” in the income statement. The losses arising
from impairment are recognized in the income statement in “Provision for impairment of loans”.

Loans and borrowings

After initial recognition, loans and borrowings are subsequently measured at amortized cost using the effective
interest rate method. Amortized cost is calculated by taking into account any discount or premium on the issue
and costs that are an integral of the effective interest rate.

De-recognition of financial assets and liabilities
A financial asset is derecognized where:
e The rights to receive cash flows from the asset have expired;
e The Company retains the right to receive cash flows from the asset, but has assumed an obligation to
pay them in full without material delay to a third party under a “pass-through” arrangement; or
e The Company has transferred its rights to receive cash flows from the asset and either (a) has
transferred substantially all the risks and rewards of the asset, or (b) has neither transferred nor
retained substantially all the risks and rewards of the asset, but has transferred control of the asset.

A financial liability is derecognized when the obligation under the liability is discharged or cancelled or
expired.

c.  Offsetting financial assets and liabilities

Financial assets and liabilities are offset and the net amount reported in the balance sheet when there is a
legally enforceable right to set off the recognized amounts and there is an intention to settle or realize on a net
basis or realize the asset and settle the liability simultaneously. This is not generally the case in master netting
agreements, and the related assets and liabilities are presented gross in the balance sheet.

d. Impairment of financial assets
Due from banks and loans and advances to customers

If there is objective evidence that the Company will not be able to collect all amounts due (principal and
interest) according to original contractual terms of the loan, such loans are considered impaired. The amount of




JV MFO Microinvest LLC

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended 31 December 2007

the impairment loss is the difference between the loan’s carrying amount and the present value of expected
future cash flows, discounted at the loan’s original effective interest rate, including the fair value of collateral.

3.3 Significant accounting policies (continued)
d. Impairment of financial assets (continued)

Impairment and uncollectibility are measured and recognized individually for loans and receivables that are
individually significant, and on a portfolio basis for a group of similar loans and receivables that are not
individually identified as impaired. If the Company determines that no objective evidence of impairment exists
for an individually assessed financial asset, whether significant or not, it includes the asset in a group of
financial assets with similar credit risks characteristics and collectively assesses them for impairment. Assets
that are individually assessed for impairment and for which an impairment loss is, or continues to be,
recognized are not included in a collective assessment of impairment.

For the purpose of a collective evaluation of impairment, financial assets are grouped on the basis of the
Company’s internal credit grading system that considers credit risk characteristics such as asset types, industry,
collateral type, past due status and other relevant factors.

The methodology and assumptions used for estimating future cash flows are reviewed regularly to reduce any
difference between loss estimates and actual loss experience.

The carrying amount of the asset is reduced to its estimated recoverable amount by a charge to income
statement through the use of a provision for loan impairment account. A write off is made when all or part of a
loan is deemed uncollectible. Write-offs are charged against previously established provisions and reduce the
principal amount of the loan. Recoveries of loans written-off in earlier periods are included in income
statement through the provision for loan impairment.

If the amount of the impairment subsequently decreases, due to an event occurring after the write-down, the
release of the provision is credited to the provision for impairment of loans in the income statement.

e. Property and equipment
Property and equipment are stated at cost less accumulated depreciation and impairment loss, if any.

Depreciation is computed on a straight-line basis over the estimated useful life of the asset, as stated below:

Asset type Years
Buildings 40
Furniture 5-6
Computers 3-5
Equipment and other 4-7

Expenses for repairs and maintenance are charged to operating expenses as incurred. Subsequent expenditure
on property and equipment is only recognized as an asset when the expenditure improves the condition of the
asset beyond the originally assessed standard of performance.

The carrying values of property and equipment are reviewed for impairment either annually, or when events or
changes in circumstances indicate that the carrying value may not be recoverable (whichever is earlier). If any
such indication exists and where the carrying values exceed the estimated recoverable amount, the assets or
cash generating units are written down to their recoverable amount. The recoverable amount of property and
equipment is the greater of net selling price and value in use. In assessing value in use, the estimated future




JV MFO Microinvest LLC

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended 31 December 2007

cash flows are discounted to their present value. For an asset that does not generate largely independent cash
inflows, the recoverable amount is determined for the cash-generating unit to which the asset belongs.
Impairment losses are recognized in the income statement.

3.3 Significant accounting policies (continued)

f. Intangible assets

Intangible assets represent costs incurred for acquisition of software. Intangible assets are amortized using the
straight-line method over the estimated useful life of 3 years. The amortization expenses are charged to the
general and administrative expenses in the income statement. The carrying amount of intangibles is reviewed
annually and adjusted for impairment or when events or changes in circumstances indicate that the carrying
amount may not be recoverable.

g. Held for sale investments

The Bank classifies financial investments as held for sale if its carrying amount will be recovered principally
through a sale transaction rather than through continuing use. The Bank classifies as held for sale investments,
which are available for immediate sale in its present condition subject only to terms that are usual and
customary for sales of such investments and when the sale is highly probable (within 12 months period).

Events or circumstances may extend the period to complete the sale beyond one year. An extension of the
period required to complete a sale does not preclude an asset from being classified as held for sale if the delay is
caused by events or circumstances beyond the Bank’s control and there is sufficient evidence that the Bank
remains committed to its plan to sell the asset.

Held for sale investments are initially recognized at their cost (including transaction costs) and are
subsequently carried at the lower of its carrying amount and fair value less costs to sell. In case of subsequent
increase in fair value less costs to sell of an investment, this is recognized to the of the cumulative impairment
loss that has been recognised previously.

h. Foreign currency translation

Transactions and balances

Foreign currency transactions are recorded at the exchange rate on the date of the transaction. At the balance
sheet date, monetary assets and liabilities denominated in foreign currencies are reported using the closing
exchange rate. Gain / Loss from exchange rate differences is recognized in the income statement. The year end
and average rates for the period were:

2007 2006
USD EUR USD EUR
Average for the period 12.1362 16.5986 13.1319 16.4918
Year end 11.3192 16.6437 12.9050 16.9740

Reporting in US Dollars

Besides MDL the Company reports its financial result in USD, presentation currency, for convenience of the
users of the financial statements. As at the reporting date, the assets and liabilities of the Company are
translated into USD at the rate of exchange ruling at the balance sheet date, and income statement is translated
at the weighted average exchange rate for the year. Exchange differences arising on translation are taken
directly to equity.

10



JV MFO Microinvest LLC

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended 31 December 2007

3.3 Significant accounting policies (continued)

i.  Income and expense recognition

Interest income and expense are recognized in the income statement for all interest bearing instruments,
including loans that are classified as non-performing until they are written off, on an accrual basis, using the
effective yield method.

Fees and direct costs relating to loan origination are deferred and amortized to interest income over the life of
the loan, by applying the straight line method, which approximates the effective interest rate method.

j-  Grants

Grants are recognized as income over the periods necessary to match them with the related costs, which they
are intended to compensate, on a systematic basis.

Grants obtained by the Company for re-lending are recognized as income upon their utilization, in case no
other conditions for revenue recognition are set in grant agreements. These are included in “Other operating
income”.

Grants related to income are recognized in the income statement to the limit of incurred expenses and are
included in “Other operating income”.

Grants related to assets, including non-monetary grants at fair value, are presented in the balance sheet by
setting up the grant as deferred income, which is recognised as income on a systematic and rational basis over
the useful life of the asset, and are included in “Grants for projects in process”.

Grants obtained by the Company from its founders, apart from grants extended to cover operating expenses, are
accounted as liabilities to founders, since these are intended to be subsequently converted into share capital. In
case the probability of conversion is very remote, such grants provided by the founders for re-lending are
recognized as other operating income in the income statement.

k. Contingencies

Contingent liabilities are not recognized in the financial statements, but disclosed, unless the possibility of an
outflow of resources embodying economic benefits is remote.

A contingent asset is not recognized in the financial statements, but disclosed when an inflow of economic
benefits is probable.

.  Provisions

The Company recognizes provisions when it has a present legal or constructive obligation to transfer economic
benefits as a result of past events and a reasonable estimate of the obligation can be made.

11



JV MFO Microinvest LLC

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended 31 December 2007

3.3 Significant accounting policies (continued)

m. Pension costs and employees’ benefits

The Company contributes to the funds set up by the State of Moldova for pensions, health care and
unemployment benefits calculated based on gross salaries of all employees of the Company. The Company does
not operate any other retirement benefit plan and has no obligation to provide further benefits to current or
former employees.

n. Related parties

Parties are considered to be related if one party has the ability to control the other party or exercise significant
influence over the other party in making financial and operating decisions.

Related party transaction represents a transfer of resources or obligations between related parties, regardless of
whether a price is charged.

o. Taxation

Income tax consists of current and deferred income tax.

Current income tax is calculated by applying current income tax rates and laws prevailing during the reporting
year to the financial profit before tax adjusted for non-deductible expenses and non-taxable income.

Deferred income tax is provided, using the balance sheet liability method, on all temporary differences at the
balance sheet date between the tax base of assets and liabilities and their carrying amounts for financial
reporting purposes. Deferred income tax assets and liabilities are measured at the tax rates that are expected to
apply to the year when the asset is realized or the liability is settled, based on tax rates and tax laws that have
been enacted or substantively enacted at the balance sheet date.

The carrying amount of deferred income tax assets is reviewed at each balance sheet date and recognized to the
extent that it is probable that the temporary differences will reverse in the foreseeable future and taxable profit
will be available to allow all or part of the deferred income tax asset to be utilized.

p. Events subsequent to the balance sheet date

Post-year-end events that provide additional information about the Company’s position at the balance sheet
date (adjusting events) or those that indicate that the going concern assumption is not appropriate are reflected
in the financial statements. Post-year-end events that are not adjusting events are disclosed in the notes when
material.

q. Segment reporting
The Company operates predominantly in one industry segment, being micro-financing, which is provided to
individuals, unregistered entrepreneurs and Moldovan SMEs.

r. Borrowings

Borrowings are initially recognized at cost, being their issue proceeds net of transaction costs incurred.
Subsequently borrowings are stated at amortized cost and any difference between net proceeds and the
redemption value is recognized in the income statement over the period to maturity using the effective yield
method.

12



JV MFO Microinvest LLC

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended 31 December 2007

13



JV MFO Microinvest LLC

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended 31 December 2007

3.3 Significant accounting policies (continued)

s.  Significant accounting judgments and estimates

The preparation of financial statements in accordance with International Financial Reporting Standards
requires management to make estimates and assumptions that affect the amounts and balances reported in the
financial statements and accompanying notes.

Impairment losses on loans and advances to customers

The Company reviews its problem loans and advances at each reporting date to assess whether an allowance for
impairment should be recorded in the income statement. In particular, judgement by management is required in
the estimation of the amount and timing of future cash flows when determining the level of allowance required.
Such estimates are based on assumptions about a number of factors and actual results may differ, resulting in
future changes to the allowance.

In addition to specific allowances against individually significant loans and advances, the Company also makes
a collective impairment allowance against exposures, which although not specifically identified as requiring a
specific allowance, have a greater risk of default than when originally granted.

t.  Fair value measurement
Fair value is the amount at which a financial instrument could be exchanged in a current transaction between
willing parties, other than in a forced sale or liquidation, and is best evidenced by a quoted market price.

The Company’s short term assets are carried in the financial statements at cost which approximates their fair
value, as these instruments have short maturity terms, they are convertible into cash and are settled without
significant transaction costs. The Company’s loans and advances are reported at nominal value less an estimate
for impairment.

Standards and interpretations issued but not yet effective

Certain new standards and interpretations have been published that are mandatory for the Company’s
accounting periods beginning on or after 1 January 2008 or later periods and which the Company has not early
adopted:

IFRS 2: Amendments to IFRS 2 Share Based Payment — Vesting Conditions and Cancellations (effective for
financial years beginning on or after 1 January 2009).

The amendment clarifies two issues: the definition of “vesting condition”, introducing the term “non-vesting
condition” for conditions other than service conditions and performance conditions. It also clarifies that the
same accounting treatment applies to awards that are effectively cancelled by either the entity or the
counterparty. The Company expects that this Interpretation will have no impact on its financial statements.

IFRS 3: Revisions to IFRS 3 Business Combinations and IAS 27 Consolidated and Separate Financial
Statements (effective for financial years beginning on or after 1 July 2009).

14



JV MFO Microinvest LLC

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended 31 December 2007

3.4 Standards and interpretations issued but not yet effective (continued)

A revised version of IFRS 3 Business Combinations and an amended version of IAS 27 Consolidated and
Separate Financial Statements will be issued by IASB on 10 January 2008. IFRS 3R introduces a number of
changes in the accounting for business combinations which will impact the amount of goodwill recognized, the
reported results in the period that an acquisition occurs, and future reported results. Such changes include the
expensing of acquisition-related costs and recognizing subsequent changes in fair value of contingent
consideration in the profit or loss (rather than by adjusting goodwill). IAS 27R requires that a change in
ownership interest of a subsidiary is accounted for as an equity transaction. Therefore such a change will have
no impact on goodwill, nor will it give raise to a gain or loss. Furthermore the amended standard changes the
accounting for losses incurred by the subsidiary as well as the loss of control of a subsidiary. The changes
introduced by IFRS 3R and IAS 27R must be applied prospectively and will affect future acquisitions and
transactions with minority interests. The Company shall apply IFRS 3 where relevant.

IFRS 8: Operating Segments (effective for financial years beginning on or after 1 January 2009).

IFRS 8 replaces IAS 14 Segment Reporting and adopts a management approach to segment reporting. The
information reported would be that which management uses internally for evaluating the performance of
operating segments and allocating resources to those segments. This information may be different from that
reported in the balance sheet and income statement and entities will need to provide explanations and
reconciliations of the differences. The Company is in the process of assessing the impact this new standard will
have on its financial statements.

IAS 1: Amendments to IAS 1 Presentation of Financial Statements (effective for financial years beginning on
or after 1 January 2009).

IAS 1 has been revised to enhance the usefulness of information presented in the financial statements. Of the
main revisions are the requirement that the statement of changes in equity includes only transactions with
shareholders; the introduction of a new statement of comprehensive income that combines all items of income
and expense recognised in profit or loss together with “other comprehensive income”; and the requirement to
present restatements of financial statements or retrospective application of a new accounting policy as at the
beginning of the earliest comparative period, i.e.: a third column on the balance sheet. The Company will make
the necessary changes to the presentation of its financial statements in 2009.

IAS 23: Amendment to IAS 23 Borrowing Costs (effective for financial years beginning on or after 1 January
2009).

The benchmark treatment in the existing standard of expensing all borrowing costs to the income statement is
eliminated in the case of qualifying assets. All borrowing costs that are directly attributable to the acquisition or
construction of a qualifying asset must be capitalised. A qualifying asset is an asset that necessarily takes a
substantial period of time to get ready for its intended use or sale. In accordance with the transitional
requirements of the Standard, the Company will adopt this as a prospective change. Accordingly, borrowing
costs will be capitalised on qualifying assets with a commencement date after 1 January 2009. No changes will
be made for borrowing costs incurred to this date that have been expensed.

IAS 32: Amendments to IAS 32 and IAS 1 Puttable Financial Instruments (effective for financial years
beginning on or after 1 January 2009).
3.4 Standards and interpretations issued but not yet effective (continued)

The amendment to IAS 32 requires certain puttable financial instruments and obligations arising on liquidation
to be classified as equity if certain criteria are met. The amendment to IAS 1 requires disclosure of certain
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information relating to puttable instruments classified as equity. The Company does not expect these
amendments to impact its financial statements.

IFRIC Interpretations not yet effective:

IFRIC Interpretation 12: Service Concession Arrangements (effective for financial years beginning on or
after 1 January 2008).

IFRIC 12 outlines an approach to account for contractual (service concession) arrangements arising from
entities providing public services. It provides that the operator should not account for the infrastructure as
property, plant and equipment, but recognise a financial asset and / or an intangible asset. IFRIC 12 is not
relevant to the Company’s operations.

IFRIC Interpretation 13: Customer Loyalty Programmes (effective for financial years beginning on or after 1
July 2008).

IFRIC 13 requires customer loyalty award credits to be accounted for as a separate component of the sales
transaction in which they are granted and therefore part of the fair value of the consideration received is
allocated to the award credits and deferred over the period that the award credits are fulfilled. IFRIC 13 is not
relevant to the Company’s operations.

IFRIC Interpretation 14: IAS 19 — the Limit on a Defined Benefit Asset, Minimum Funding Requirements
and their Interaction (effective for financial years beginning on or after 1 January 2008).

IFRIC 14 provides guidance on how to assess the limit on the amount of surplus in a defined benefit scheme
that can be recognised as an asset under IAS 19 Employee Benefits. It also explains how this limit, also
referred to as the “asset ceiling test”, may be influenced by a minimum funding requirement and aims to
standardize current practice. The Company expects that this Interpretation will have no impact on its financial
position or performance as none of the defined benefit schemes are currently in deficit.

4. Cash and cash equivalents

2007 2007 2006 2006

MDL USD MDL USD

Cash on hand 411,357 36,342 468,751 36,323
Cash at banks in local currency 57,366,230 5,068,046 570,447 44,204
Cash at banks in foreign currency 1,539,157 135,978 486,213 37,676
Cash in transit 3,700 327 24,500 1,898
59,320,444 5,240,693 1,549,911 120,101

As of 31 December 2007 and 2006, the Company holds all its accounts with Moldovan banks.

The Company pledged the right to collect moneys on current accounts to secure loans attracted, the balances on
such accounts as of 31 December 2007 amount to MDL 787,580 (USD 69,579) ( 31 December 2006: MDL
347,743 (USD 26,946)).
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5. Due from banks and other institutions

Due from banks and other institutions represent deposits placed with banks and financial organizations as collateral for financing received.

Moldova Agroindbank
Banca de Finante si Comert
Banca de Finante si Comert
Banca de Finante si Comert
Banca de Economii

Banca de Economii

Banca de Economii

Banca de Economii

Banca de Economii

Banca de Economii

Banca de Economii

Banca de Economii
Moldinconbank
Moldinconbank
Moldinconbank

Consorzio Etimos S.C.

Interest receivable

Currency Original Maturity Effective Nature of 2007 2007 2006 2006
amount interest interest
rate
MDL USD MDL USD

MDL 246,000 Nov. 2008 11.00% Floating 246,000 21,733 246,000 19,062
EUR 325,000  Aug. 2008 6.00% Fixed 5,409,203 477,879 5,516,550 427,474
EUR 175,000  Nov. 2008 6.00% Fixed 2,912,648 257,319 2,970,450 230,178
EUR 214,000  Oct. 2007 6.00% Fixed - - 3,632,435 281,475
EUR 114,000  Sept. 2008 6.00% Floating 1,897,382 167,625 - -
USD 500,000  Sept. 2009 6.00% Floating 5,659,600 500,000 - -
EUR 600,000  Nov. 2009 6.00% Floating 9,986,220 882,237 - -
USD 500,000  Apr. 2011 6.00% Floating 5,659,600 500,000 - -
USD 500,000  Apr. 2011 6.50% Floating 5,659,600 500,000 - -
EUR 600,000  Dec. 2009 6.00% Floating 9,986,220 882,237 - -
EUR 250,000  Sep. 2009 5.00% Floating 4,160,925 367,599 4,243,500 328,826
EUR 100,000  May.2007 5.00% Fixed - - 1,697,400 131,530
EUR 200,000  Oct. 2007 6.50% Floating 3,328,740 294,079 3,394,800 263,061
EUR 500,000  Oct. 2010 7.00% Floating 8,321,850 735,198 4,243,500 328,826
USD 1,900,000  Sep. 2010 7.50% Floating 21,506,480 1,900,000 3,870,210 299,900
EUR 3,612  Nov. 2008 - - 60,116 5,311 61,310 4,751
84,794,584 7,491,217 29,876,155 2,315,083

205,957 18,195 25,269 1,959

85,000,541 7,509,412 29,901,424 2,317,042
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5. Due from banks and other institutions (continued)

Moldova Agroindbank

The deposit serves as a guarantee provided by the Company to its clients for loans taken by the latter from
Moldova Agroindbank. The Company can withdraw money from this deposit, subject to the condition of
maintaining the minimum balance on the account at MDL 181,000 (USD 14,025).

Deposits with other banks

As of 31 December 2007 the Company pledged its deposits with banks to secure loans attracted in total amount
of MDL 84,488,467 (USD 7,464,173) (31 December 2006: MDL 25,936,410 (USD 2,009,795)) (refer to note
11).

Consorzio Etimos S.C.

In 2005 the Company became the member of Etimos Consortium, a consortium that supports microfinance
programmes by providing finance to microfinance institutions, banks, savings and credit co-operatives. As a
precondition for finance, the potential borrower has to become members of the consortium by subscribing to its
share capital in the form of a returnable deposit. The Company had invested in 14 shares of Etimos
Consortium for a total value of EUR 3,612, representing 0.19% of total share capital of Etimos, and received a
loan of EUR 200,000, repayable on 1 November 2008. The deposit is not interest bearing.

6. Loans and advances to customers, net

Analysis by type of loans:
2007 2007 2006 2006
MDL USD MDL USD
Venture capital 528,600 46,699 528,600 40,961
Direct loans 85,018,735 7,511,020 39,709,856 3,077,091
Group guaranteed loans 1,412,811 124,815 980,897 76,009
Credits to savings associations 31,628,399 2,794,226 10,035,172 777,619
Employees loans 3,713,862 328,103 1,985,779 153,877
122,302,407 10,804,863 53,240,304 4,125,557
Add: interest receivable 3,156,955 278,901 1,265,182 98,038
Less: commission not amortized (2,521,954) (222,802) (105,709) (8,191)
Less: provision for impairment (1,949,207) (172,203) (609,386) (47,221)
120,988,201 10,688,759 53,790,391 4,168,183

As of 31 December 2007 the Company pledged the right to collect loans to secure loans and borrowings
attracted in amount of MDL 67,115,948 (USD 5,929,390) (31 December 2006: MDL 20,190,052 (USD
1,564,514)) (see Note 11).

Venture capital loans represent loans granted to the Company’s investees. As of 31 December 2007 these
included a loan to S.C. Vinj-Stil S.R.L. bearing an interest of 25% p.a. and maturing in 2009 (31 December
2006: loan to S.C. Vinj-Stil S.R.L.).
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6. Loans and advances to customers, net (continued)

Direct loans represent loans granted to borrowers under commercial terms, with an average interest rate in
2007 of 24.33% p.a. (2006: 23.62% p.a.).

Group guaranteed loans represent loans granted to members of informal credit groups created in various
regions of the Republic of Moldova and as such their repayment and further extension of other loans are highly
depending on the performance of all group members. The average interest rate on such loans in 2007 was
24.27% (2006: 23.80% p.a.).

Loans to savings associations are loans extended to members of formalized savings and credit association
throughout the Republic. The average interest rate on such loans in 2007 was 19.49% p.a. (in 2006: 19.10%).

Employee loans represent loans granted by the Company to its employees bearing an interest of 11% - 18%
p.a., for a period of 3 - 5 years, repayable in equal instalments on a monthly basis.

As of 31 December 2007 the loan portfolio of the Company consisted of 1 venture capital loan granted to one
enterprise (2006: 1), 2,367 direct loans (2006: 1,242), 283 group guaranteed loans (2006: 237), 91 loans to
savings associations (2006: 21) and 24 employee loans (2006: 20).

Apart from above mentioned loans, as of 31 December 2007 the Company has outstanding issued guarantees to
6 enterprises in total amount of MDL 321,000 (USD 28,359) (2006: MDL 321,000 (USD 24,874)).

Analysis of loans and advances to customers by type of industry:

2007 2007 2006 2006

MDL USD MDL USD

Agriculture 35,416,218 3,128,862 21,602,832 1,673,990
Production 9,257,656 817,872 5,825,737 451,433
Trade 25,586,481 2,260,450 12,629,458 978,648
Services 16,340,373 1,443,598 6,766,064 524,298
Food and beverages 31,628,399 2,794,226 2,222,632 172,230
Employees loans 3,713,862 328,103 1,985,779 153,877
Other 359,418 31,752 2,207,802 171,081
122,302,407 10,804,863 53,240,304 4,125,557

Add: interest receivable 3,156,955 278,901 1,265,182 98,038
Less: commission not amortized (2,521,954) (222,802) (105,709) (8,191)
Less: provision for impairment (1,949,207) (172,203) (609,386) (47,221)
120,988,201 10,688,759 53,790,391 4,168,183
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6. Loans and advances to customers, net (continued)

Analysis of loans and advances to customers by original maturity:

Up to 3 months

From 3 up to 6 months
From 6 up to 12 months
From 1 up to 5 years
Over 5 years

Add: interest receivable
Less: commission not amortized
Less: provision for impairment

2007 2007 2006 2006
MDL USD MDL USD

- - 3,132,726 242,753

32,474 2,869 2,327,711 180,373
50,561,468 4,466,876 22,655,541 1,755,563
69,412,655 6,132,293 24,525,105 1,900,435
2,295,810 202,825 599,221 46,433
122,302,407 10,804,863 53,240,304 4,125,557
3,156,955 278,901 1,265,182 98,038
(2,521,954)  (222,802)  (105,709) (8,191)
(1,949,207)  (172,203)  (609,386) (47,221)
120,988,201 10,688,759 53,790,391 4,168,183

As of 31 December 2007 gross loans overdue over 30 days amount to MDL 2,577,195 (USD 227,683) (2006:

MDL 799,502 (USD 61,953)).

Borrowers have the right to repay loans in advance without any early settlement option exercise price charged

by the Company.

The movement in the provision for impairment is presented below:
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31 December 2007

6. Loans and advances to customers, net (continued)

Balance as at 1 January

Written off loans

Balance as at 31

31 December 2007

Balance as at 1 January
Charge for the year
Written off loans

Translation difference

Balance as at 31

Group
Venture Direct  guaranteed Savings Employee
Note capital loans loans associations loans
2007 2007 2007 2007 2007 Total
MDL MDL MDL MDL MDL MDL
8,366 395,241 15,525 158,826 31,428 609,386
Charge for the year 21 - 1,869,093 - 41,850 - 1,910,943
- (571,122) - - - (571,122)
8,366 1,693,212 15,525 200,676 31,428 1,949,207
Group
Venture Direct guaranteed Savings Employee
capital loans loans associations loans Total
2007 2007 2007 2007 2007 2007
USD USD USD USD USD USD
648 30,627 1,203 12,308 2,435 47,221
- 154,010 - 3,448 - 157,458
- (47,059) - - - (47,059)
91 12,010 169 1,972 341 14,583
739 149,588 1,372 17,728 2,776 172,203
Group
Venture Direct  guarantee Savings Employee
31 December 2006 capital loans d loans associations loans Total
2006 2006 2006 2006 2006 2006
MDL MDL MDL MDL MDL MDL
Balance as at 1 January 4,854 364,674 9,008 92,158 18,236 488,930
Charge for the year 3,512 263,811 6,517 66,668 13,192 353,700
Written off loans - (251,412) - - - (251,412)
Ref:overed loans previously i 18,168 i i i 18,168
written-off
Balance as at 31
December 8,366 395,241 15,525 158,826 31,428 609,386
Group
Venture Direct  guarantee Savings Employee
31 December 2006 capital loans d loans associations loans Total
2006 2006 2006 2006 2006 2006
USD USD USD USD USD USD
Balance as at 1 January 378 28,419 702 7,182 1,421 38,102
Charge for the year 267 20,089 496 5,077 1,006 26,935
Written off loans - (19,145) - - - (19,145)
Recovered loans previously
written-off - 1,384 - - - 1,384
Translation difference 3 (120) 5 49 8 (55)
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Balance as at 31

December 648 30,627 1,203 12,308 2,435 47,221
6. Loans and advances to customers, net (continued)
The movement of the unamortized commission is presented below:
2007 2007 2006 2006
MDL USD MDL USD
Balance as at 1 January 105,709 8,191 41,218 3,212
Collections 4,193,037 345,498 198,415 15,109
Income for the year (1,776,792) (146,404) (133,924) (10,198)
Translation difference - 15,517 - 68
Balance as at 31 December 2,521,954 222,802 105,709 8,191
7. Held for sale investments
2007 2007 2006 2006
MDL USD MDL USD
Vinj - Stil S.R.L. 3,240 286 3,240 251
3,240 286 3,240 251

Vinj - Stil S.R.L.

Vinj - Stil S.R.L. is a company incorporated in Moldova. As of 31 December 2007 and 2006 the Company

holds 60% of the share capital of Vinj - Stil S.R.L.

At the same time, the Company extended a loan to Vinj - Stil S.R.L. of MDL 528,600 (USD 46,699) maturing
in 2009 (2006: MDL 528,600 (USD 40,961)). As of 31 December 2007, the gross loan and accrued interest
outstanding amount to MDL 972,848 (USD 85,947) (2006: MDL 840,700 (USD 65,145)) (refer to note 23).

The Company is actively looking for an acquirer and intends to sell the investment in 2008.

8. Other assets

As at 31 December 2007 the breakdown of other assets is as follows:
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2007 2007 2006 2006
Note MDL USD MDL USD
Penalty receivables 1,660,921 146,735 497,219 38,529
Deferred salary expenses 1,620,553 143,168 - -
Due from budget 1,564,151 138,186 - -
Prepayments 232,402 20,532 58,355 4,521
Inventory 130,419 11,522 76,333 5,915
Prepaid commission 108,606 9,595 - -
Other receivables 71,206 6,290 148,220 11,485
Receivables from employees 52,262 4,617 8,911 691
5,440,520 480,645 789,038 61,141
Less Provision for impairment 21 (798,625) (70,555) - -
4,641,895 410,090 789,038 61,141
9. Taxation
2007 2007 2006 2006
MDL USD MDL USD

Current income tax
Current income tax expenses 323,315 26,641 603,988 45,993
Adjustments in respect of current income

. (1,049,700) (86,494) 2,350,933 179,025
tax of previous years
Deferred income tax
Relating t iginati 1 of
elating 0. origination and reversal o 171,947 14168 (1,747.951) (133.107)
temporary differences
Income tax expense / (credit) for the year (554,438) (45,685) 1,206,970 91,911

Current income tax is calculated on the taxable income per statutory financial statements. For tax purposes, the
deductibility of certain expenses, for example business trip and marketing costs, is limited to a percentage of
profit, specified in the state budget for the year. The standard income tax rate in 2007 was 15% (2006: 15%).
Starting from 1 January 2008 the standard income tax rate will be at the level of 0 %.

The reconciliation between income tax expense reflected in the financial statements and the amounts calculated
at the effective tax rate of 15% for 2007 and 2006 respectively is as follows:

2007 2007 2006 2006
MDL USD MDL USD
Net profit before tax 451,001 37,161 1,678,178 127,793
Moldovan statutory rate 15% 15% 15% 15%
Income tax at Moldovan statutory rate 67,650 5,574 251,726 19,168
Tax effect of:
Adjustments in respect of current income
. (1,049,700) (86,494) 544,000 41,426
tax of previous years
Non-deductible expenses (at 15%) 67,466 5,560 21,621 1,646
Non-taxable income (at 15%) (20,212) (1,665) (6,581) (501)
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Effect of IFRS adjustments (at 15%) 208,411 17,172 396,204 30,172
Effect of change in tax rate 171,947 14,168 - -
Income tax expense / (credit) (554,438) (45,685) 1,206,970 91,911
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9. Taxation (continued)

Deferred tax was calculated by applying the 2008 standard tax rate of 0% (2006: 2007 standard tax rate of
15%). Significant components of the Company’s gross deferred income tax liabilities are as follows:

2007 2007 2006 2006
MDL USD MDL USD
Balance as at 1 January (171,947) (13,324) 1,576,004 122,818
Income statement debit/(credit) 171,947 14,168  (1,747,951) (133,107)
Translation difference - (844) - (3,035)
Balance as at 31 December - - (171,947) (13,324)
Deferred tax (asset)/liability in respect of:
Loans and advances to customers - - (15,859) (1,229)
Property and equipment and intangibles - - 4,079 316
Other assets - - (7,894) (612)
Inte