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BALANCE SHEET
AS OF 31 DECEMBER 1999
(In Mongolian Togrogs)

GOLDEN FUND FOR DEVELOPMENT (X.A.C-H.A.S) CO., LTD

——

180.000,000.00
44,174,019.79
11,999,686.5+

236,173,706.33

_ Note 31 Dec 1999 31 Aug 1999
—— g
assels
Current assets
Cash and cash equivalents 4 192,569,752.12 103,879,437.94
Loan and advance 5 258,773,639.00 195,104,321.00
Provision for loan losses - 5 (5,098,946 .74) {2,856,451.30)
Other real estate owned 6 270,000.00 465,000.00
provision for toSs - OREO 6 (270,000.00) (465.000.00)
Other current assets 7 14,167,701.14 234372741
Total current asscts 460,412,145.52 298,471,035.05
Nen current assets
Fixed asscts 8 52,044,300.00 46,165,678.00
Accumulated depreciation 8 {14,387,924.62) (9,588.422.07)
Iangible asser _ 85278800 85278800
Tetal Non Current Agsets 38,509,163.38 37,430,043.93
Total assets 498,921,308.90 335,901,078.98
_______ _Note 31 Dec 1999 31 Aug 1999
Liabilities
Atcounts payable 9 2,398,981.04 683.959.90
Sacial Insurance payable 9 (,738,313.27 1.936.684.97
Other tax payable 456,898.78 494.503.16
me faxes payable 14 1,600,054.29 -
Deferred 1ax \ 14 1.732,444 03 -
erred revenue- due to donors 10 254.820911.16 _ . 22861191116
Totai liabilitics 262,747,602.57 231,727,059.19

60,000,000.00
14,174,019.79

104,174,019.79

498,921,308.90

333,901,078.98
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Itgelt Audit

ltgelt Audit LLC

Enkhtaivan avenue |8a-1
Ulaanbaatar 49 P.OB 710
Mongolia

Tel/Fax: 976-1-451150

E-mail; gelt_audit@magicnet. mn

, AUDITORS REPORT

B charcholders of Golden fund for Development (X.A.C-H.A.S) Co., LTD.

B ve audited the accompanying balance sheet of X.A.C-H.A.S Co., LTD as of 31
Bber 1999, and the related profit and loss accounts, statements of changes in equity and
flows from 31 August 1o 31 December 1999. These financial statements are the
fsibility of the company’s management. Our responsibility is to express an opinion on
financial statements based on our audit.

¢

Bnducted our audit in accordance with International Standards on Auditing issued by the
Btional Federation of Accountants and laws or regulations of Mongolia. Those
8rds require that we plan and perform the audit to obtain reasonable assurance about
fer then financial statements are free of material misstatement. An audit includes
Ming, on a test basis, evidence supporting the amounts and disclosures in the financial
Bents. An audit also includes assessing the accounting principles used and significant
Btes made by management, as well as evaluating the overall financial statement
tion. We believe that our audit provides a reasonable basis for our opinion.

i opinion, the financial statements referred to above present fairly, in material respects,
fancial position of the XAC Co., LTD as of 31 December 1999 and of the results of its
fions and its cash flows for the period then ended in accordance with International
Inting Standards issued by the International Accounting Standards Committee and

Daatar, Mongolia
1 2000
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GOLDEN FUND FOR DEVELOPMENT

FOR THE PERIOD FROM 31 AUGUST

PROFIT AND LOSS ACCOUN TS

(In Mongolian Togrogs)

(X.A.C-H.A.S) CO., LTD

TO 31 DECEMBER 1999

Net interest revenue
Commissions and fecs

Loss on foreign currency revaluation and trading

Other revenue '

Total operating revenne
Operating expenses

Income before Provision for lean losses

~ Provisions Toan losses

Profit betore tax
Tax expenses:
Tax for the period

LNote 999
12 63,675,439 66
1.101.100.00
12 (431,934.23)
2130797877
65,652,584,20
13 46.714,908.90)
18,937,675.30
S (2642.790.44)
16.294.884 86

14

(2,562,734 29)
(1,732.444.03)

Net profit 11,999 686 54
STATEMENT OF CHANGE IN EQUITY
FOR THE PERIOD FROM 31 AUGUST TO 3t DECEMBER 1999
(In Mongolian Togrog)

Balang, a3 August 1999
Micina) S harey
ancing

Share UNDP grants
Note T Other Retiungd or deferred
Unit  InMNT equitics cdarmngs revenue

6000 6000000000  $4 171010 7y 226l .y

Il 12.000 120,000,000 60 -

it |00 i 20y

diture for shaye purchase 10,11 C120.000.500 gy

ferred 1o Pasable accoum Y 137G 060G "y,
POFL for the current period . 11,999,686 59

NCe as o: 3] Iecember 1999 T T T 1199968634 T T

18000 180.000.000.06 43 1720119 79 XA800]7 |-
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GOLDEN FUND FOR DEVELOPMENT (X.A.C-H.A.S) CO.,,LTD
STATEMENTS OF CASH FLOW

FOR THE PERIOD FROM 31 AUGUST TO 31 DECEMBER 1999
(In Mongolian Togrogs)

Provisions

F Interest received

. Sub Total Total
Cash flows from operating activities.
Profit before tax 16,294,884.86
- Adjustments for:
Interest revenue {(63,700,044.66)
2,642,790.44
Deprecialion expenses o 4,799.502.55
' (56,257,751.67)
 Operating income before working capital changes (39,962.866.81)
b Increase i Loan and advance {64.264.613.00)
- Decrease in Other Real State Owned 195.000.00
E Increase in other current assets (3.399.713.59)
. Decrease in short term payable (43.754 94)
35,275.786.52
p Payment of income tax _ . (962.700.00)
(13199997 41)
et cash flow from Operating activities (53,162,863.82)
-:; ash flows from hivesting activities
Purchase of Fixcd assets __ (5,878.622.00)
Vet cash flow from Investing Activities (5,878,622.00)
ash flows from financin g activitiey
Financing received 30.000,000.00
‘ nditure for Unisersity Programme (2,268,200.00)
Boditional issue of shares ) 120,000,000.00
¢ash Mlow from Financing activities 147,731,800.00

. and cash equivalents at the beginning of the period
w20d cash equivalents at the ending of the period

88,690,314.18

103,879,437.94
192,569.752.12
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05
BASIC ACCOUNTING POLICIES
BASIC ACCOUNTING POLICIES

' The financial statements of XAC Co., Ltd for the period from I September to 31

. December 1999 have been prepared on historical cost assumption using the following
t accounting policies. h

1) Interest revenue and expense

| Interest revenues and expenses are accrued on straight-line basis,

) Commissions and fees .

‘: Service' commissions and fees are recorded as revenue when they qte paid in cash,

Penaltf—incorne .
: The penalty of 0.2 percent is levied on past due loan principle whén the loan

. repayment
schedule is,violated, and revenue is recognized when the cash is received.

) Loan

Loans are of 3 types in their designated purpose: working capital 1oan investment loan,
and employee loan. Loans are made with the terms from 3 to 12 magths.

Loans are classified in accordance with the rules on loan classiﬁcgtion approved by the
Bank oﬁ;Mongolia. :

acts the loss provision

v
=

The net dmount of Joans outstanding reported on the balance sheet sub
from the gross amount, .

PﬁnCiPJ*?;amount of the Joan, using simple interest method. Interest Bn loan is not accrued *
during the accounting period.

<

The provision for probable loan loss is determined in accordancé, with the.rules and
Procedures issued by the management. :

ercentages of loan loss provisions for each loan categories as follqvf,

Loan cateporization

Company’s policy Policy of the Bank of Mongolia
Standard {oan Y,

Standard loan 1% 1%
*Restructured loan Prolonged terms 25% T 1%
on-performing loan o

Past due loan 130 days overdue 1% 1.90 days overdue’ i%

Sub-standard loan 31-60 days overdue 5% 91-180 days overdue 25%

Doubtful loan 6190 days overdue 50%  181-360 days overdue 50%

ad loan >90 days overduc 100%  >360 days overdue 100%

I the event where the principles or interest payments become past due, the terms of loans are

NCgotiated and appropriate changes are made in the loan agreement or contract, resulting in
; l5lSsifying these loans to the “Restructured Loan” category.



GOLDEN FUND FOR DEVELOPMENT (X.A.C-H.A.S) CO., LTD 05
NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 1999
(In Mongolian Togrogs )

1. ORGANIZATION AND OPERATION

The agreement between the Government of Mongolia and UNDP was made to finance
and implement the three-vear “MicroStart” project, for the purpose of establishing micro
finance market and decreasing the poverty. The project was started in August 1998.

It was decided according to the Working plan approved by UNDP that ACDI-VOCA,
organization in the USA. would implement the project Jointly with up to 4 selected
NGO's operating ig Mongolia.

The X.A.C, a second tier organization was established in September 1998 for the purpose
of project sustainability, and training, advising, controlling and providing financing to the
participating organizations and their project implementation units.

During the trial period ended on September 1999, the company was providing small loans
with the purpose of improving a living standards of low income families, and financial
services to the small businesses, with the cooperation of non governmental organizations
providing social oriented services such as Mongolian Women Federation (MWF) and
Liberal Women’s Brain Pool (LEOS).

In 23 August 1999, the sharcholder's meeting was held and the articles of incorporation
of XAC Co., Ltd was approved and the non governmental organizations including MWE,
LEOS and Local Governance Development Fund (L.GDF ). National Association of
Mongolian Agricultural Cooperators (NAMAC) and Rotary Ciub of Ulaanbaatar,
Mongolian Open Society (Soros fund) were approved as a shareholders of XAC Co., Ltd.

These six non-governmenta) organizations own same shares of stock in the capital of the
company.

On 16 Scptember 1999, the XAC Co., Ltd was granted the license in accordance with the
" Rule on granting and controlling the license of some banking operations to the banking
and non bank financial institytions *. approved by the Bank of Mongolia.

The XAC Co., Ltd has branches in Sainshand and Airag of Dornogobi aigmag.
Ondorkhaan of Khenti; aimag, Chilgeltei, Bayanzurkh. Songinokhairkhan districts of
Ulaanbaatar city and Darkhan city of Darkhan-Uul aimag,

L_ACCOUNTING BASIS

The Financial statements have been prepared in accordance with International
ACcounting Standards. The accounting methodologies used by the Management of the
Cmpany are guided by the Accounting  methodologies for bank and non-bank
Institutions, approved by Bank of Mongolia, and Accounting methodologies for business
enlities, approved by the Ministry of Finance.
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3. BASIC ACCOUNTING POLICIES (cont’d)

When the repayment of restructured loan is delayed one time or restructured loan portfolio
balance of the branch is above 2 % of the total toan balances, the length of the past due peried is

delayed is assessed and provision for loan loss is estimated, in accordance with the provisions of
_ the original contract.

Other Real Estate Owned (OREOQO}

The assets received in due of repayment of loan is valued at the lower of market vatue of asset or
 principle amount of loan and recorded in the Other Real Estate Ownted account,

Other real estate owned is reported at the amount net of probable [oan loss reserve,

Provision for Probaf;le loan loss of OREQ is determined using same percentage used for
Provision for loan [oss.

B4
Operating lease

The company’s lease agreement is an operating lease in its nature. Operating lease expenses are
- recognized in the Income Statement for the period.

Foreign currency translation and revaluation.

Cash in foreign currencies are translated to Mongolian Togrogs using the exchange rate on
~ balance sheet date declared by the Bank of Mongolia.

Transactions in foreign currencies are recorded at Mongolian Togrog using the exchange rate
declared by Bank of Mongolia on date of transaction.

~ Cash accounts in foreign currencies are revalued each time when the exchange rates are changed,

and resulting differences are recognized as foreign currency revaluation gain or loss. Gain or loss
resulted from foreign currency trading is recognized as gain or lass on foreign currency trading,

) Tangible fixed assets

Office equipments and computers are reported at their book values, historical cost less
accumulated depreciation. . .

Assets are depreciated over a useful life of assets, using the straight-line method of depreciation.
Useful lives are 3 and 5 years for computers and office equipments, respectively.

Above stated unseful lives are not in consistent with those stated in the [ncome Tax Law of
Mongolia.

’%) UNDP Grants or Deferred revenue- due to donors

The Financing received to utilize for operating expenses, assets and loan fund of the MicroStart
Project is initially recorded in “UNDP grants or deferred revenue do to donors” liability account
and written of to the ‘Donated equity’, equity account for the amount of actual expenditure.
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4. CASH AND CASH EQUIVALENTS

alances of cash and cash equivalent accounts as
helow. Exchange rates on these dates were 1,072.37

of 31 December and 31 August 1999 are given

and 1,046.96 Togrog, respectively.

3! Dec 1999 31 Aug 1999

cash fund 28,430.00 60,650.00

gsh on hand-Togrog 24,417,002.00 17,963.072.00

Pash on hand- USDollar 5,361.85 .

Bash in bank — Togrog 16,525,410.72 82,736,926.79

Pash in bank — USDollar 2,099,593.22 3,118,789.15
foreign currency demand deposit 149,493,954 32

192,569,752.1 1

103,879,437.94

LOAN AND PROVISIONS FOR LOAN LOSS

e balances of loans categorized according to the purposes, as of 31 December 1999 are as follows:
I

31

December 1999

Working capital loan

249,204,252.60
vestment loan 9,569,387.00
boan before provision for loan loss 258,773,639.00
frovision for Loan loss (5,098,946.74)
otal Net Loan

253,674,692.26

hange in Provision for loan loss as follows.

eginning balance, 31 August 1999
itional provision

2,856,451.30

2,837,790 .44
pans written off against the provision (595,295.00)
g ding balance, 31 Dec 1999 5,098,946.74

the balances of loan and related provision as of 31 December and 31 August 1999 as follow,

31 December 1999

31 August 1999
Loan Provision Proviston Provision
gandard loan 252.440,042.00 (2.524,460.42) 188,716,818.00 (1.887,168.18)
Esiructured loan 402.250.00 {318,4490.25) 1.421,085.00 1335.271 26)
pst due loan 2,939.407.00 (29.394.07) 3,221,636.00 (32.216.36)
b-standard loan 505,000.00 {126.250.00) 1,195,142.00 {298,785.50)
bubtful loan BN 772,956.00 {386,478 00) 533,260.00 (266,630.00)
#d loan 1,713,984.00 {1,713,984.00) 16,380.00 {16,380.00)
258,773,639.00 (5,098,946.74) 195,104,321 .00 (2,856,451.30)

OTHER REAL ESTATE QWNED

1t balances of OREQ as of 31 December and 31 August 1999 as follow,

N 'lding
sk

phicles
Nipment

31 December 1999 31 Aug 1999

- 60,000

- 135,000

135,000 135,000

135,000 135,000

‘fl_'eai estate owned — at cost 270,000 465,000
15ion for loan {oss (270,000)

& amount

(465,000)

¥
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. OTHER CURRENT ASSETS

W he balances as of 31 December and 31 August 1999 as follow:

F 30 .

f 31 Dec 1999 31 Aug 1999
B rerest receivable 8,424,258.14

I ifateral 108,000.00

brepayments 3,257,626.00 596,629.91
? Employee advances 65,600.00 124,%00.00
 Pupplies 866,336.50 1,060,633.50
#$.0w valuabie and fast depreciable items 1,445,880.50 561,564.00
- 14,167 701.14 2,343,727 41

L 4

FIXED ASSETS * .

 @he balances offixed assets as of 31 December and 31 August 1999 as follow:

31 Dec 1999 31 Aug 1999b
| fffice equipment’s

' Historical cost 16,872,311.00 14,084,889.00
Accumulated depreciation (2,697,909.76) (1,656,585.48)
L Book value 14,174.401.24 12,428,303.52

L pomputers -
Historical cost 35,17),989.00 32,080,789.00
Accumuiated depreciation {11,690,014.86) (7,931,836.59)
i Book value 23,481,974.14 24,148,952 .41
et amount 37,656,375.38 36,577,255.93

preciation expense recorded for the period from 31 August to 31 December 1999 was
&799.502.55 Togrog.

ACCOUNTS PAYABLE

%Tbe balances of payables as of 31 December and 31 August 1999 as follow:;

; R 31 Dec 1999 31 Aug 1999
Becounts payable : 557,804.04 779,598.00
Acerued payable 318,287.00 404,361 90
UNDP grants _(University programme) (Note 10) 1,522,800.00 .
E 2,398,981.04 683,959.90

8 The balances of social and health insurance payables as of 31 December and 31 August 1999 as
ollow

¥ 31 Dec1999 31 Aug 1999
Jocial insurance payable 1,443,055.31 1,548,856.28
2eAlth insurance payable 295,257.96 © 38782869

1,738,313.27 1,936,684 .97
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10. UNDP GRANTS OR DEFERRED REVENUE — DUE TO DONORS

The balance of UNDP grants as of 31 December and 31 August 1999 a5 follow,

pup—

31 Dec 1999 31 Aug 1999
Beginning balance 228,611911.16 114,839,654.53
[ncrease:
Financing received *146,209,000.00 251,525,341.00
Foreign currency revaluvation - 252,725.77
Accumulated total 374,820911.16 366,617,721.30
Decrease :
Distributed to owners (Note [ 1) (120,000,000.00) (60,000,000.00)
Expenditures for operation” ) (78,005.810.14)
Total expenditures ' {120,000,000.00 (138,005,810.14)
“Ending balance 254,820911.16 228,611911.16

¢ Total financing of 150 million Togrogs was received in November 1999, as stated in the
memorandum of understanding on agreement between UNDP and XAC-MSM. The total of 3,791
thousand Togrogs out of this financing was given to the University program, being implemented
jointly with academic institutions. This amount has been recorded in a payable account.

The use of financing given for the above project as follow;

Description Amount
Financing received 3,791,000.00
Expenditures:
Student Scholarships (1,800,000.00)
Student exposure trips (468,200.00)
(2,268,200.00}
Balance (31 Dec 1999) (Note 9) 1,522,800.00

| L. SHARE CAPITAL

,. XAC Co., Ltd deciared 60,000 shares of stock with a par value of 10,000 togrog. The number of
S outstanding as of 31 December 1999 is 18,000 shares of stock with a par value of 10.000.

Lmt; MWF and LEOS were granted the funding by UNDP to purchase the stocks of the XAC Co,
Each of MWF and LWE, non governmental organizations purchased 3,000 shares of stock at a par
Yalue and invested total of 60,000,000 Togrogs.

lnq November 1999, UNDP granted an additional funding of 120,000,000 Togrog to 4 entities such
i l""-‘\MAC, LGDF, Ulaanbaatar Rotary Club, and Mongolian Soros Foundation, for purchasing
$ of XAC Co., Ltd, :

As o result, each of these 4 NGO's (NAMAC, LGDF, Ulaanbaatar Rotary Club, and Mongolian
108 Foundation) are entitled to hold 3,000 shares of stock of XAC Co., Ltd,
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12. REVENUE

1a) Net interest revenue

revenue for the period ended on 31 December 1999 as follow

31 Aug - 31 Jan 1999

¥interest revenue
§2 ' Interest on loan

)

62,022,041.00

A
fa

3

¥ [nterest on bank account 589 687.52
4 [nterest on deposit account 1,088,316.14
" 63,700,044.66
BeDiscount on Interest , (24,605.00)

et interest revenue 63,675,439.66

@ Net loss on fereign exchange and trading
s

31 Aug-31 Dec 1999

ain on foreign currency revaluation
s on foreign currency revaluation
s on foreign currency trading

414,700.08
(574,794.17)
(271,840.14)

fLoss on foreign currency revaluation and trading

(431,934.23)

B) Other revenue

31Aug-31 Dec 1999

L Penalty revenue

(5

2 698,264.00
' her revenue 609,714.77
1,307,978.77

iness travel
1 and transportation

e

143, OPERATING EXPENSES

2 31 Aug — 31 Dec 99
-Salaries 14,327,850.66
Bocial insurance . 3,900,132.40
YOmpensation and remuneration 6,218,860.30

08N approval committee’s fee 2,512,688.00
onary 1,910,707.50

gAML and utilities 4,475,539.00
Rpreciation expenses 4,799 502.55

munication 1,801,576.97

1,187,390.00
1,295,209.00

ghstomer training 363,185.00
ertainment 631,606.00
3,290,661.52

— Operating expenses 46,714,908.90
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14. INCOME TAX
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15. POST BALANCE SHEET FVENT
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