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KOMPANION FINANCIAL GROUP MR(FIHA,INCE CLOSED JOINT STOGK COMPANY

STATEM ENT OF MANAGEH ENT'S RESFONSEIUTIES
FOR THE PREPARATION AND APPROVAL ff THE RI{AIICIAL STATEMENTS
FOR THE YEAR ENDED 31 DECETBER 2OIO

Management is responsible for the prepoaticn o169 firfftcial statements that present fairly the financial

position of Kompanion Financial Group ffisrofinance Closed Joint Stock Company (the "Company") as at

31 December 2010, and the resulr of is operations, cash flows and changes in equity for the year then ended,

in compliance with Intemational Financial Reponrng Standards ("IFRS")'

Lr preparing the financial statements, management is responsible for:

. Properly selecting and applying accounting policies;

o Presenting information, including accounting policies, in a manner that provides relevant, reliable,

comparable and understandable information;

o Providing additional disclosures when compliance with the specific requirements in IFRS are

insufficient to enable users to understand the impact of particular transactions, other events and

conditions on the Company's financial position and financial performance;

o Making an assessment of the Company's ability to continue as a going concern

Management is also responsible for:

Designing, implementing and maintaining an effective and sound system of internal controls,
throughout the Company;

Maintaining adequate accounting records that are sufficient to show and explain the Company's
transactions and disclose with reasonable accuracy at any time the financial position of the Company,
and which enable them to ensure that the financial statements of the Company comply with IFRS;

Maintaining statutory accounting records in compliance with K1y1Wz legislation and accounting
standards;

Taking such steps as axe reasonably available to them to safeguard the assets of the Company; and

Preventing and detecting fraud and other irregularities.

The financial statements for the year ended 31 December 2010 were authorized for issue on 15 April 2011
by the Management of the Company.
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Deloitte
Deloitte & Touche LLC
40 Manasa Ave
Bishkek,720001
Kyrgyz Republic

Tel: +996 (312) 60 09 99
Fax: +996 (312) 00 09 90
www,deloitte.kg

I N DEPEN DENT AUDITORS' REPORT

To the Management of Kompanion Financial Group Microfinance Closed Joint Stock Company.

We have audited the accompanying financial statements of Kompanion Financial Group Microfinance Closed
Joint Stock Company ("the Company"), which conprise the statement of financial position as at
31 December 2010, and the statement of comprehansive income, statement of changes in equity and cash flow
statement for the year then anded, and a summary of significant accounting policies and other explanatory
information.

Managementos responsibility for the financial statements

Management is responsibie for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards, and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free from material
misstatement. whether due to fraud or error.

Auditors' responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with Intemational Standards on Auditing. Those standards require that we comply
with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors' judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. [r making those
risk assessments, the auditor considers internal control relevant to the entity's preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's intemal
confol. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accotrnting estimates made by managemant, as well as evaluating the overall presentation of
the financial statements.

We believe that the audit evidence we have obtained is suificient and appropriate to provide a basis for our
audit opinion.
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Auditorso opinion

In our opinion, the financiat statemenfisprruf ftty"inenmderial respects, the financial position of the
Company as at 31 December 20l0,mdofibfunidpcrfuflc€ and its cash flows for the year then ended
in accordance with International Finmcial Rcpctiry $lndads.

Other matter

The financial statements of the Company as at md fqfte year ended 31 December 2009 were audited by
another auditor who expressed an unmodified opinion on those statements on 30 March 2010.
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KOMPANION FINANCIAL GROTP refiHArcE CLOSED JOINT STOCK COMPANY

STATEMENT OF COMPREHE]ISIYE rc(-
FOR THE YEAR ENDED 31 DECEIBER2OIO
lln lhousand of Kyrgp Som)

Interest income
Interest expense

NET INTEREST INCOME BEFORE PROVISIONFOR
IMPAIRMENT LOSSES ON INTEREST BEARING ASSETS

Provision for impairment losses on interest bearing assets

NET INTEREST INCOME

Net gain on operations with financial assets at fair value through
profit or loss
Net foreign exchange loss
Provision for impairment losses on other assets
Fee and commission expense
Other income

NET NON-INTEREST E)(PENSE

OPERATING INCOME

OPERATING EXPENSES

PROFIT BEFORE INCOME TAX

Income tax expense

NETPROFIT

TOTAL COMPREHENSIVE INCOME

15 April 2011

Bishkek,
Kyrgyz Republic

3,20 ggg,32t 6'73,540
3 (167,114) (147,825)

722,207 525,715

4 (108,009) (21,307)

6t4, l9g

Notes Year ended
31 December

2010

48,r77
5 (85,983)
4 (4,126)

(3,910)
20 12,463

(33,439)

590,759

6,20 (462,773)

ll7,9g6

7 (16,760)

10r,226

101,226

Year ended
31 December

2009

504,409

93,247
(1t6,163)

(1 l7)
(4,089)
5,972

(2t,750)

492,659

(400,589)

82,069

(8,469)

13,600

73,600

Bakirova
Accountant

15 April 2011

Bisbkek,
Kyrgz Republic

The notes on pages 9-37 form an integral part of 6ese frn2rriel stremenls.

4

Ula



KOMPANION FINANCIAL GR(TP reROFINAilCE CLOSED JOINT STOCK COMPANY

STATEMENT OF FINANCI.AL P(HTX)H
ASAT31 DECEMBER2OlO
( in thousand of Kvrsvz &m)

ASSETS:
Cash
Due frombanks and other financial instiurtions
Loans to customers
Properfy, equipment and intangible assets
Financial assets at fair value through profit or loss
Current income tax asset
Other assets

TOTAL ASSETS

LIABILITIES AND EQUITY

LIABILITIES:
Due to banks and other financial institutions
Current income tax liabilities
Deferred income tax liabilities
Other liabilities
Subordinated debt

Total liabilities

EQUITY:
Share capital
Retained earnings

Total equity

TOTAL LIABILITIES AND EQUITY

2,355,173 1,810,990:

Notes

8
9 , 2 0

1 0
1 l
t 2

1 3

31 December
2010

200,299
1,866,135

t28,996
105,031

54,712

1,452,498
6,248

733
78,304

286,917

r,824,700

31 December
2009

481
304,325

1,285,579
117,509
81,727
5,900

ts,469

1,045,370

1,994
52,885

268,23r

1,368,480

t4

7
1 5
1 6

t 7

l
l
L:
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265,000 265,000
265,473 177,510

530.473 442,510

2.355.173 1.810.990

nagement:

kov
the Management

15 April 2011

Bishkek,
Ky1gyz Republic

The notes on pages 9-37 form an integral part of thse finerrial srerefiEils.

Ulanbek Bakirova

Bishkek,
Kyrglz Republic



KOMPANION FINA]IICIAL trIlHAilGE CLOSED JOINT STOCK COMPANY

STATEMENT OF CHATGES f, TTT
FORTHEYEARENDED3l ' I IO
(in thousand of Kvrsyz fun )
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As at 31 December 2008

Total cornprehensive income

As at 31 December 2009

Dividends paid
Total corryrehensive income

As at 31 December 2010

15 April 2011

Bishkek,
KyrgyrRepublic

Share
capital

265,000

Retained
Earnings

103,910

73,600

Total
equity

368,910

73,600

442,510

(13,263)

t77,510

(r3,263)

265,000

15Afr:I2011

Bisfikek,
KyrgzR.epblk

101,226 101,226

265,000 265,473 530,473

Accountent

The notes on pages 9-37 form an integral pat of ttEsc fuil tuq
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KOMPANION FINAT{CIAL GROTP TROfIilAilCE CLOSED JOINT STOCK COMPANY

STATEMENT OF GASH FLOWS
FOR THE YEAR ENDED 31 T'ECflBER A1O
(in thousand of Kyrgyz fun)

CASH FLOWS FROM OPERATING ACTTVTIIES:
Profit before income tax
Adjustrnents for:
Provision for irnpairment losses on interest b€aring assets
Provision for impairment losSes on other assets
(Recovery)/provision for vacations and bonuses
Foreign exchange loss
Net gain of financial assets at fair value through profit or loss
Depreciation and amortization
Gain on disposal of property, equipment and intangible assets
Net change in accrued interest income and expense

Cash flows from operating activities before changes in operating
assets and liabilities

Changes in operating assets and liabilities
(Increase)/decrease in operating assets:
Due from banks and other financial institutions
Loans to customers
Financial assets at fair value through profit or loss
Other assets
Increase in operating liabilities
Other liabilities

Cash (outflow)/inflow from operating activities before taxation
Income tax paid

Net cash (outflow)/inflow from operating activities

(386,191) t t ,64l
(5,873) (9,103)

(392,064) 2,538

Notes Year ended
31 December

2010

t l7,9g6

109,009
4,126

(2,577)
95,557

(48,1 1 7)
I  9 ,1  13

(270)
( 17, I 68)

265,659

Year ended
31 December

2009

82,069

21,307
160

6,943
116,309
(93,247)
15,103

(43)
3,089

151,699

(t3,626)
(607,409)
(13,23t)
(43,369)

25,195

1,906
(243,978)

94,069
1,755

6,301
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KOMPANION FINANCIAL GROt.T SCROFINAI.ICE CLOSED JOINT STOGK GOMPANY

STATEMENT OF CASH FLOTYS (COilnHUED)
FOR THE YEAR ENDED 31 DECETBER 2O1O
(in thousand of Kyrgyz Som)

CASH FLOWS FROM II{VESTME\-T ACTITTIIES:
Purchase of property, equipment and intangible assets
Proceeds on sale ofproperty, plant and equipment
Proceeds from repayrnent of investnents held to marurity

Net cash (outflow)/inflow from investment activities

CASH F'LOWS FROM T'INANCING ACTTVITIES:
Proceeds from borrowings
Repa;rrnents of borrowings
Dividends paid

Net cash inflod(outflow) from financing activities

Effect ofchanges in foreign exchange rate on cash and cash
equivalents

NET (DECREASEYINCREASE IN CASH AND CASH

Notes Year ended
31 December

2010

Year ended
31 December

2009

(42,026)
1,625

208,024

(29,957)
621

(29,330)

825,115
(483,328)
(1 1,052)

330,735

(5,422)

167,623

222,107
(304,844)

(82,137)

r7,554

EQUTVALENTS (96,081) 105,578

CASH AND CASH EQUIVALENTS, at the beginning of the year 8 282,488 116,910

CASH AND CASH EQUIVALENTS, at the end of the year 8 186,407 282,488

Interest paid and received by the Company during the year ended 31 December 2010 amounted to
KGS 169,121 thousand and KGS 908,496 thousand, respectively.

Interest paid and received by the Company durir-tg the year ended 31 December 2009 amounted to
KGS 151,016 thousand and KGS 679,820 thousand, respectively.
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KOMPANION FINAI{CIAL GR(NIP TGRO FIHANCE CLOSED JOINT STOCK COMPANY

NOTES TO THE FINANCIAL STATEilEHTS
FOR THE YEAR ENDED 31 DECflBER2O1 O
(in thousand of KyrgV &m)

1. ORGANISATION

Kompanion Financial Gto,+ Misrofinance Closed Joint Stock Company (,,the Company,,) was
established in the Kyrgyz Republic m20Kas Korryanion Financial GroupMicro Credit Limited
Liability Company' On 9 April2009 rte Coryany was reorganized into a Closed Joint Stock Company.
on29 April 2009 the Corrpany was re-registered at the Minishy of Justice of the Kyrgyz Republic
under certificate#2I732-3300-Ao. The main activity of the Company is granting micro-credit loans to
individuals and legal entities.

The Company is registered and located at2lI Jt*eeva-Pudovkina St., Bishkek,KyrgyzRepublic.
The Company's operations are administered in the head office, which is located in Bishkek. As at
31 December 2010 and2009, the Company had 12 and 10 branches in the Kyrgyz Republic,
respectively.

As at 31 December 2010 and 2009,the Company had,929 and 835 employees, respectively.
The sole owner of the Company is an international non-govemmental organization Mercy Corps (,,the
Founder") with headquarters in portland, oregon, USA and Edinburgh, Scotland.
These financial statements were approved by the Executive Management of the Company on
15 Apri l  2011.

2. SIGNIF'ICANT ACCOTINTING POLICIES

Statement of Compliance

These financial statements have been prepared in accordance with International Financial Reporting
Standards ("IFRS") issued by the Intemational Accounting Standards Board (,,IASB,') and
Interpretafions issued by the International Financial Reporting Interpretations Committee (,,IFRIC,,).

Other basis of presentation criteria

These financial statements have been prepared on the assumption that the Company rs
a going concem and will continue in operbtion for the foreselable future.
These financial statements are presented in thousands of Kyrgyz Soms ("KGS',), unless otherwise
stated' These financial statements have been prepared on the historical cost basis except for certain
financial instruments that are measured at fair rrul.r", as explained in the accounting policies below.
Historical cost is generally based on the fair value of the cbnsideration given in 

"*"hurrg. 
for assets.

The Company maintains its accounting records in accordance with Kyrgyzlegislation which
stipulates preparation of financial statements in conformity with IFRS.
The Company presents its statement of financial position broadly in order of liquidity. An analysis
regarding recovery or settlement within 12 months after the reporting date (current) and more than 12
months after the reporting date (non-cu:rent) is presented in Note 23.
Financial assets and financial liabilities are offset and the net amount reported in the statement of
financial position only when there is a legally enforceable right to offseithe recognised amounts and
there is an intention to settle on a net basis, or to realise the assets and settle the liability
simultaneously' Income and expense is not offset in the statement of comprehensive income unless
required or permitted 

-bv anv accounting standard or interpretation, and as specifically disclosed in the
accounting policies of the Company.

The principal accounting policies are set out belorr,.
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Recognition of interestircrd tryme

Interest income and expense ae rccogniad (xr m acsrual basis using the effective interest method.
The effective interest meibod is a ffiod of calculating the amortized cost of a financial asset or
a financial liability (or grotp of fin*rrcial asses or financial liabilities) and of allocating the interest
income or interest expens€ over the relelznt period.

The effective interest rate is the rate ftat exactly discounts estimated future cash receipts (including
all fees on points paid or received that fqm an integral part of the effective interest rate, transaction
costs and other premiums or discormts) though the expected life of the debt instrument, or (where
appropriate) a shorter period, to the net carrying amount on initial recognition.

Income is recognised on an effective interest basis for debt instruments other than those financial
assets classified as at fatr value through profit or loss.

Once a financial asset or a group of similar financial assets has been written down (partly written down)
as a result of an impairment loss, interest income is thereafter recognized using the rate of interest
used to discount the future cash flows for the purpose of measuring the impairment loss.

Interest eamed on assets atfai value is classified within interest income.

Recognition of revenue - other

Recognition offee and commission income and expense

Loan origination fees are deferred, together with the related direct costs, and recognized as
an adjustment to the effective interest rate of the loan. Where it is probabl e that aioan commitment
will lead to a specific lending arrangement, the loan commitment ie". -" deferred, together with
the related direct costs, and recognized as an adjustment to the effective interest rate oithe resulting
loan. Where it is unlikely that a loan commitment will lead to a specific lending arrangement, the loan
commitment fees are recognized in the statement of comprehensive income over the remaining period
of the loan commitment. Where a loan commitment expires withoutresulting in a loan, the loan
commitment fee is recognizedinprofit or loss on exprry. Loan servicing feeJare recognized as revenue
as the services are provided. All other commissions are recognized when services are provided or
received.

X'inancial instruments

The Company recognizes financial assets and liabilities in its statement of financial position when it
becomes apatty to the contracfual obligations of the instrument. Regular way purchases and sales of
financial assets and liabilities are recognized using settlement date accounting.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are
directly athibutable to the acquisition or issue of financial bssets and financial liabilities (other than
financial assets and financial liabilities at fair value through profit or loss) are added to or deducted
from the fair value of the financial assets or financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of financial assets or financial liabilities at
fair value through profit or loss are recognized immediately in the statement of comprehensive
lncome.

Financial assets

Financial assets are classified into the following specified categories: financial assets 'at fair value
through profit or loss' (FVTPL), 'held-to-matr:rity' inveshelts, financial assets and 'loans and
receivables'. The classification depends on the nafirre and purpose of the financial assets and is
determined at the fime of initial recosrition

l0
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Financial assets at F\-TPL

Financial assets are classified as ar F\TPL qhen the financial asset is either held for ffading or it is
designated as at FVTPL.

A financial asset is classi-fied as held for tradmg if:

o It has been acquired prinopalll- t-s th€ pupos€ of selling it in the near term; or

o On initial recognition it is part of a portfolio of identified financial instruments that the
Company manages together and has a recent actual pattem of short-term profit-taking; or

o It is a derivative that is not designated and effective as a hedging instrument.

A financial asset other than a financial asset held for trading may be designated as at FVTPL upon
initial recognition if:

o Such designation eliminates or significantly reduces a measurement or recognition inconsistency
that would otherwise arise; or

o The financial asset forms part of a group of financial assets or financial liabilities or both, which
is managed and its performance is evaluated on a fair value basis, in accordance with the
Company's documented risk management or investment strategy, and information about the
grouping is provided intemally on that basis; or

o It forms part of a contract containing one or more embedded derivatives, and IAS 39 Financial
Instruments: Recognition and Measurement permits the entire combined conffact (asset or
liability) to be designated as at FVTPL.

Financial assets at FVTPL are stated at fair value, with any gains or losses arising on remeasurement
recognised in profit or loss. Fair value is determined in the manner described in Note 21.

Cash and cash equivalents

Cash and cash equivalents include cash on hand, unresfficted balances on corespondent and time
deposit accounts and advances to banks with original maturities within 90 days, which may be
converted to cash within a short period of time and thus are considered liquid.

Loans and receivables

Due from banks and other financial institutions, loans to customers, and other receivables that have
fixed or determinable payments that are not quoted in an active market are classified as 'loans and
receivables'. Loans and receivables are measured at amortised cost using the effective interest
method, less any impairment. Interest income is recognised by applying the effective interest rate,
except for short-term receivables when the recognition of interest would be immaterial.

Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed for indicators of impairment at the end of
each reporting period. Financial assets are considered to be impaired when there is objective evidence
that, as a result of one or more events that occurred after the initial recognition of the financial asset,
the estimated future cash flows of the investment have been affected.

For all other financial assets, objective evidence of impairment could include:

o Signifrcant financial diffrculty ofthe issuer or counterparty; or
o Breach of contract, such as default or delinquency in interest or principal payments; or
o Default or delinquency in interest or principal payments; or
. It becoming probable that the borrower will enter banlsuptcy or financial re-organisation; or
. Disappearance of an active market for that financial asset because of financial difficulties.

l i



For certain categories of firqrrirl 5ggt" s|rh as loans and receivables, assets that are assessed not to
be impaired individually aeo in additia assessed for impairment on a collective basis. Objective
evidence of impairment fa a prtfolb of Ims and receivables could include the Company's past
experience of collecting pa).rmt$ a incrcase in the number of delayed payments in the portfolio, as
well as observable changes in natioal a local economic conditions that correlate with default on
receivables.

For financial assets carried at amortised co6fi, tre amount of the impairment loss recognised is the
difference between the asset's carrying amormt and the present value of estimated future cash flows,
discounted at the financial asset's orisinal effective interest rate.

For financial assets carried at cost, the amormt of the impairment loss is measured as the difference
between the asset's carrying amount and the present value of the estimated future cash flows
discounted at the current market rate of retun for a similar financial asset. Such impairment loss will
not be reversed in subsequent periods.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial
assets with the exception of loans and receivables, where the carrying amount is reduced through the
use of an allowance account. When a loan or a receivable is considered uncollectible, it is written off
against the allowance account. Changes in the carrying amount of the allowance account are
recognised in profit or loss.

For financial assets measured at amortized cost, if, in a subsequent period, the amount of the
impairment loss decreases and the decrease can be related objectively to an event occurring after the
impairment was recognized,the previously recognized impairment loss is reversed through the
statement of comprehensive income to the extent that the carrying amount of the investment at the
date the impairment is reversed does not exceed what the amortizedcost would have been had the
impairment not been recognized.

Write-off of loans and advances

Loans and advances are written off against the allowance for impairment losses when deemed
uncollectible. Loans and advances are written off after management has exercised all possibilities
available to collect amounts due to the Company and after the Company has sold all available
collateral. Subsequent recoveries of amounts previously written off are reflected as an offset to the
charge for impairment of financial assets'in the statement of comprehensive income in the period of
recovery.

Derecognition of financial assets

The Company derecognizes a financial asset only when the contractual rights to the cash flows from
the asset expire, or when it transfers the financial asset and substantially all the risks and rewards of
ownership of the asset to another entity. If the Company neither transfers nor retains substantially all
the risks and rewards of ownership and continues to control the transferred asset, the Company
recognizes its retained interest in the asset and an assoiiated liability for amounts it may have to pay.
If the Company retains substantially all the risks and rewards of ownership of a transferred financial
asset, the Company continues to recognize the financial asset and also recognize a collateralized
borrowing for the proceeds received.

On derecognition of a financial asset in its entirety, the difference between the asset's carrying
amount and the sum of the consideration received and receivable and the cumulative gain or loss that
had been recognized in other comprehensive income and accumulated in equity is recognized in the
statement of comprehensive income.

t2
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On derecognition of a financral asset otrer +rart it is entirety (e.g. when the Company retains an option
to repurchase part of the trmsferred ass€t or retains a residual interest that does not result in the
retention of substantially all fte riiks md reu-ards of ownership and the Company retains control), the
Company allocates the prerious car4ing amormt of the financial asset between the part it continues to

recognize under continuing inr-oh'ement- and the part it no longer recognizes on the basis of the
relative fair values of those parts on the date of the transfer. The difference between the carrying
amount allocated to the part that is no longer recognized and the sum of the consideration received for

the part no longer recognized and any cumulative gain or loss allocated to it that had been recognized
in other comprehensive income is recognized in profit or loss. A cumulative gain or loss that had been
recognized in other comprehensive income is allocated between the part that continues to be
recognized and the partthat is no longer recognized on the basis of the relative fair values of those
parts.

Other financial liabilities

Other financial liabilities, including due to banks and other financial institutions, and other liabilities,
are initially measured at fair value, net of transaction costs.

Other financial liabilities are subsequently measured at amortised cost using the effective interest
method, with interest expense recognised on an effective yield basis.

The effective interest method is a method of calculating the amortised cost of a financial liability and

of allocating interest expense over the relevant period. The effective interest rate is the rate that

exactly discounts estimated future cash payments through the expected life of the financial liability, or
(where appropriate) a shorter period, to the net carrying amount on initial recognition.

Derecognition of financial liabilities

The Company derecognises financial liabilities when, and only when, the Company's obligations are

discharged, cancelled or expired. Where an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as a derecognition of the original liability and
the recognition of a new liability. The difference between the carrying amount of the financial liability

derecognized and the consideration paid and payable is recognized in the statement of comprehensive
lncome.

Derivative financial instruments

In the normal course of business, the Company enters into various derivative financial instruments
including swaps and back-to-back loans. Derivatives are initially recognized atfak value at the date
a derivative confact is entered into and are subsequently re-measured to their fair value at each
reporting date. The fair values are estimated based on quoted market prices or pricing models that
take into account the current market and contractual prices of the underlying instruments and other
factors. Derivatives are carried as assets when their fair value is positive and as liabilities when it is
negative. Derivatives are included in financial assets and liabilities at fur value through profit or loss

in the statement of financial position. Gains and losses resulting from these instruments are included
in net (loss)/gain from financial assets and liabilities at fair value through profit or loss in the
statement of comprehensive income.

Loans to customers

Loans to customers are non-derivative assets with fixed or determinable payments that are not quoted

in an active market, other than those classified in other categories of financial assets.

Loans to customers granted by the Conpany are initially recognized at fair value plus related
tuansaction costs. Where the fair value of consideration given does not equal the fair value of the loan,
for example where the loan is issued at lorr-er than market rates, the difference between the fair value
of consideration givan and the fair ralue of tk lom is recognized as a loss on initial recognition of the

loan and included in the statement coryrehensire income according to nature of the losses.
Subsequently, loans are carried at arnortizd cost using the effective interest method. Loans to
customers are carried net of an1-alloqrmce tor iryairment losses.

l_1



Propertyo eqnipment 1d tutrlglt* s€ts

Property, equipment md inargl-He ess€ts aE carried at historical cost less accumulated depreciafion and
amorfization. Depreciatim m asseB unds cmstnrction and those not placed in service commences
from the date the assets ue ready ftr fuir intended use.

Depreciation and amortizatim is chged m the carrying value of property, equipment and intangible
assets, and is designed to write offassets over their useful economic lives. Depreciation and
amortization is calculated on a sraight line basis at the following annual prescribed rates:

Buildings
Vehicles
Furniture and office equipment
Computer equipment
Intangible assets

Capital expenditures for leasehold improvemants are amortrzed over the shorter of the life of the related
leased asset or the lease term. Expanses related to repairs and renewals are charged when incurred and
included in operating expenses unless they qualifr for capitalization.

The carrying amounts of property and equipment are reviewed at each reporting date to assess whether
they are recorded in excess of their recoverable amounts. The recoverable amount is the higher of fair
value less costs to sell and value in use. Where carrying values exceed the estimated recoverable
amount, assets are written down to their recoverable amount, impairment is recognized in the
respective period and is included in operating expenses. After the recognition of an impairment loss
the depreciation charge for properly and equipment is adjusted in future periods to allocate the assets'
revised carrying value, less its residual value (if any), on a systematic basis over its remaining useful
life.

Taxation

Income tax expense represents the sum of the tax currently payable and deferred tax.

Current tax

The tax currantly payable is based on taxable profit for the year. Taxable profit differs from profit as
reported in the statement of comprehensive income because of items of income or expense that are
taxable or deductible in other years and items that are never taxable or deductible. The Company's
liability for current tax is calculated using tax rates that have been enacted or substantively enacted by
the end of the reporting period.

Deferred tax

Deferred tax is recognised on temporary differences between the carrying amounts of assets and
liabilities in the financial statements and the conesponding tax bases used in the computation of
taxable profit. Deferred tax liabilities are generally recognised for all taxable temporary differences.
Deferred tax assets are generally recognised for all deductible temporary differences to the extent that
it is probable that taxable profits will be available against which those deductible temporary
differences can be utilised. Such deferred tax assets and liabilities are not recognised ifthe temporary
difference arises from goodwill or from the initial recognition (other than in a business combination)
of other assets and liabilities in a transaction that affects neither the taxable profit nor the accounting
profit.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and
reduced to the extent that it is no longer probable that sufficient taxable profits will be available to
allow all or part ofthe asset to be recoverec.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period
in which the liability is settled or the asset realise4 based on tax rates (and tax laws) that have been
enacted or substantively enacted by the end of the reportrng period. The measurement of deferred tax
liabilities and assets reflects the tax cons€qu€nces that would foltow from the manner in which the
Company expects, at the end of the reputing pend, to recover or settle the carrying amount of its
assets and liabilities.

2%
l 0

20%
20%
20%
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Current and deferred trr for tlc yar

Current and deferred tax arc rccognised in fte statement of comprehensive income, except when they
relate to items that are recognis€d in ofur coryrehansive income or directly in equity, in which case,
the curent and deferred tax are also recognised in other comprehensive income or directly in equity
respectively.

Operating taxes

The Kyrgyz Republic also has various other taxes, which are assessed on the Company's activities.
These taxes are included as a component of operating expenses in the statement of comprehensive
lncome.

Due to banks and other financial institutions and subordinated debt

Due to banks and other financial institutions and subordinated debt are inifially recognized atfair value.
Subsequently, amounts due are stated at amortized cost and any difference between net proceeds and
the redemption value is recognized in the statement of comprehensive income over the period of the
borrowings, using the effective interest method.

Contingencies

Contingent liabilities are not recognized in the statement of financial position but are disclosed unless
the possibility of any outflow in settlement is remote. A contingent asset is not recognized in the
statement of financial position but disclosed when an inflow of economic benefits is probable.

Foreign currencies

[r preparing the financial statements, transactions in currencies other than the entity's functional
curency (foreign currencies) are recognised at the rates of exchange prevailing at the dates of the
transactions. At the end of each reporting period, monetary items denominated in foreign currencies
are refanslated at the rates prevailing at that date. Non-monetary items carried at fair value that are
denominated in foreign currencies are rehanslated at the rates prevailing at the date when the fair
value was determined. Non-monetary items that are measured in terms of historical cost in a foreign
curency are not retranslated.

Exchange differences on monetary items are recognised in the statement of comprehensive income in
the period in which they arise.

The exchange rates used by the Company in the preparation of the financial statements as at year-end
are as follows:

31 December
2010

47.0992
6t.7949

KGSruSD
KGS/EUR

31 December
2009

44.0917
62.5229

Share capital

Share capital is recognized at historical cost.

Dividends on ordinary shares arerecogniznd in equity as a reduction in the period in which they are
declared. Dividends that are declared after the balance sheet date are treated as a subsequent event
under IAS 10 "Events after the Balance Sheet Date" ("IAS 10") and disclosed accordingly.

15
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Retirement obligations

In accordance with the requremts of the Kyrgyz legislation certain percentages ofpension payments
are withheld from total dish$€ments to staffto be transferred to state pension fund, such that a
portion of salary expense is xithheld from the eryloyee and instead paid to a pension fund on behalf
of the employee. This expens€ is charged m the period in which the related salaries are earned. Upon
retirement, all retirement benefit payments are made by the state pension fund. The Company does
not have any pension alrangements separate from the state pension system of the Kyrgyz Republic. In
addition, the Company has no post-retirement benefits or other significant compensated benefits
requiring accrual.

Critical accounting judgements and key sources of estimation uncertainty

In the application of the Company's accounting policies, the Management is required to make
judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not
readily apparent from other sources. The estimates and associated assumptions are based on historical
experience and other factors that are considered to be relevant. Actual results may differ from these
estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that
period, or in the period of the revision and future periods if the revision affects both current and future
periods.

Key sources of estimation uncertainty

The following are the key assumptions concerning the future, and other key sources of estimation
uncertainty at the end of the reporting period, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial year.

Impairment of loans and receivables

The Company regularly reviews its loans and receivables to assess for impairment. The Company's
loan impairment provisions are established to recognize incurred impairment losses in its portfolio of
loans and receivables. The Company considers accounting estimates related to allowance for
impairment of loans and receivables a key source of estimation uncertainty because (i) they are highly
susceptible to change from period to period as the assumptions about future default rates and
valuation of potential losses relating to impaired loans and receivables are based on recent
performance experience, and (ii) any significant difference between the Company's estimated losses
and actual losses would require the Company to record provisions which could have a material impact
on its financial statements in future periods.

The Company uses management's judgment to estimate the amount of any impairment loss in cases
where a borower has financial diffrculties and there are few available sources of historical data
relafing to similar borrowers. Similarly, the Company estimates changes in future cash flows based on
past performance, past customer behaviour, observable data indicating an adverse change in the
payment status of borrowers in a group, and national or local economic conditions that correlate with
defaults on assets in the group. Management uses estimates based on historical loss experience for
assets with credit risk characteristics and objecfive evidence of impairment similar to those in the
group of loans. The Company uses management's judgment to adjust observable data for a group of
loans to reflect current circumstances not reflected in historical data.

The allowances for impairment losses of financial assets in the financial statements have been
determined on the basis of existing economic and political conditions. The Company is not in a
position to predict what changes in conditions will take place in theKyrgyzRepublic and what effect
such changes might have on the adequacy of the allowances for impairment of financial assets in
future periods.

As at 31 December 2010 and 2009, gross loans to customers totalled KGS 1,971,993 thousand and
KGS 1,355,691 thousand, respectively. and allos-ance for impairment losses amounted to
KGS 105,858 thousand and KGS 70-ll2- thousand respectively.

l 6
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Adoption of new standrds

In the current year, the Cqmy has adryted all of the new and revised Standards and Interpretations
issued by IASB and IFRIC of tte IASB ftat are relevant to its operations and effective for annual
reporting periods ending on 31 Decemb€r 2010. The adoption of these new and revised Standards and
Interpretations has not resulted in significant changes to the Company's accounting policies that have
affected the amounts reported for the current or pnor years, except for amendments to IAS 1
"Presentation of Financial Statements" (revised 2007).

Standards and interpretations issued and not yet adopted

The Company has not applied the following IFRS and IFRIC that have been issued:

o Financial instruments: Classification and Measurement - On 12 November 2009, the IASB
issued IFRS 9 "Financial instruments" as the first step in its project to replace IAS 39
"Recognition and Measurement". IFRS 9 introduces new requirements for classifying and
measuring financial assets. Those requirements must be applied starting I January 2013, with
earlier adoption permitted including for 2009. The IASB intends to expand IFRS 9 to add new
requirements for classi$.ing and measuring financial liabilities, derecognition of financial
instruments, impairment, and hedge accounting.IFRS 9 will be a complete replacement for IAS
39 - mandatory for 2013 and optional in earlier years.

The management anticipates that IFRS 9 that will be adopted in the Company's financial statements
for the annual period beginning 1 January 2013 and that the application of the new Standard will have
a significant impact on amounts reported in respect of the Company's financial assets and financial
liabilities. However, it is not practicable to provide a reasonable estimate of that effect until a detailed
review has been completed.

All other Standards and Interpretations are not applicable to the Company's operations. Management
believe the adoption of these Standards and Interpretations will not have a significant impact on the
results of the Company's operations.

3. NET INTEREST INCOME

l-
l:

Interest income comprises:
Interest income on assets recorded at amortized cost comprises:
Interest on loans to customers, including:
Group
Individual
Interest on due from banks and other financial institutions
Interest on investments held to maturitv
Other interest income

Total interest income on financial assets recorded at amqrfized'cost

Interest expense comprises:
Interest expense on liabilities recorded at amort;ned cost comprise:
Interest expenses on due to banks and other filancial institutions
Interest expense on subordinated debt

Total interest expense on financial assets recorded at amortized cost

Net interest income before provision for impairment losses on
interest bearing assets

Year ended
31 December

2010

873,133
2,274

71,592

)  7,9)

889,321

t34,054
33,060

167, l l4

Year ended
3l December

2009

650,287
903

12,275
6,714
3,361

613,540

l20,ll3
27,712

147,825

722,207 s25.115

Group loans are unsecured loans granted to grcl+s of borrowers who sign loan agreements with joint

responsibility to repay the loan.

t 7
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4. ALLOWA}ICE FOR LTTPAIRITB-T LOSSES

Lmns to Due from
rilstorers banks and

other financial
institutions

14,250

Total

50,343

21,307
(1,538)

10,112

109,009
(6,560)

17T,56I

Other assets

153

I I 7
(57)

213

I16 ,309
4s5

Financial assets
at fair value

through profit
or loss

31 December 2008

Additional provision recognized
Recovery of provision

31 December 2009

Additional provision recognized
Recovery ofprovision

31 December 2010

50,343

21,307
(1,538)

70,112

42,306
(6,560)

l05,g5g

3l December 2008

Additional provision recognized
Recovery ofprovision

31 December 2009

Additional provision recognized
Recovery ofprovision

31 December 2010

5. NET F'OREIGN EXCHANGE LOSS

Loss from revaluation of financial assets and liabilities
Dealing, net

Total net foreign exchange loss

Year ended Year ended
31 December 31 December

2010 2009

51,453

85,558
425

R5 OR? 116,763
, ______"ry:- ____ ^ *_

Derivative financial instruments are used by the Company for trading purposes and to provide
economic hedges against exposures to fluctuations in foreign currenCy exrhutrg. rates iNote 23).

l 8
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6. OPERATINGE)(PE:[SES

Salary and bonuses
Contributions to Social Fund of Kyrgy Republic
Transpodation costs
Rent of premises
Security
Depreciation and amorlization
Communicatio4 mail and courier expenses
Business trips and representative expenses
Professional services
Stationery
Advertising and subscription costs
Property and equipment maintenance
Utilities
Staff training
Charities and sponsorship
Taxes. other than income tax
Other expenses

Total operating expenses

Deferred income tax assets:
Deferred income
Bonuses provision
Vacation provision
Premiums provision
Other provisions

Total deferred income tax assets

Deferred income tax liabilities:
Property, equipment and intangible assets

Total deferred income tax liabilities

Net deferred income tax liabilities at the statuton- rate (10%)

Net deferred income tax Liabilities

Year ended
31 December

2010

266,564
46,196
26,625
25,899
24,638
I  8 ,1  13
7,643
6,271
5 , 1  1 6
4,276
3,681
3,042
2,744
1,679
r,139

34s
18,856

Year ended
31 December

2009

231,704
42,822
20,630
24,052
17,543
15,103

5  5 ? ?

5,430
7  ? 5 0

3,959
3,524

672
2,236
2,667
3,047

722
13,606

462.773 400,599

INCOME TAXES

The Company provides for taxes based on the tax accounts maintained and prepared in accordance
with the tax regulations in the Kyrryz Republic, which may differ from lrtemational Financial
Reporting Standards. For the years ended 31 December 2010 and 2009 the income taxrate was 10olo.

The Company is subject to certain permanent tax differences due to non-tax deductibility of certain
expenses and a tax free regime for certain income.

Deferred taxes reflect the net tax effects of temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for tax purposes.
Temporary differences as at 31 December 2010 and 2009 relate mostly to different methods of
income and expense recognition as well as to recorded values of certain assets.

Temporary differences as at 31 December 2010 and 2009 comprise:

31 December
2010

24,231
1 \ )9.

4,678
3,800

r72

31 December
2009

16,882
5,560

14,168

t49

40,409

47.741

47.141

36,759

56,698

56,699

t ) J t.994

19

t J 3 1,994



I .

l-
L
L
l_
l-
t-
l_
1-

The ratio between tax erp€ns€s md accounting profit
2009 are disclosed as folloss:

for the years ended 31 December 2010 and

Profit before income tax

Tax at the statutory tax rate
Tax effect ofpermanent differences

Current income tax expense

Current income tax expense
Deferred income tax (benefit)/expense

Income tax expense

Deferred income tax liabilities
Beginning of the year
(Decrease)/increase of deferred income tax for the year

End of the year

Settlement and Savings Company, OJSC
Demir Kyrgyz International Bank. CJSC
Kyrgyz Investment and Credit Bank, CJSC
Asian Credit Fund MCF. LLp
Frontiers, CJSC
UniCreditBank OJSC
Commercial Bank Kyrgyzstan OJSC
Kazkommertsbank Kyrgyzsta4 OJSC
Amanbank, OJSC
Bank Asia. OJSC
Ecobank, OJSC
Zakar Bank, OJSC
Manas Bank, OJSC
BTA Bank CJSC

Less allowance for irrpairment loss

Total due from banks and other financial ilstitutions

Year ended
31 December

20r0

Year ended
31 December

2009

6,569
1,900

8.469

l ,gg4

2009

94
1.900

8. CASH AND CASH EQUWALENTS

Cash and cash equivalents at the end of the financialyear as shown in the statement of cash flows is
composed of the following items:

Cash
Due from banks (with maturity of less than 3 months)

Total cash and cash equivalents

9. DUE F'ROM BANKS AND OTIMR F'INANCIAL INSTITUTIONS

31 December
2010

186,407

31 December
2010

66,972
61,002
53,507
23,917
5,499
2,961

848
r24
t 3
6
4
+

2

31 December
2009

87,743
9,216

73,301

2,939
40r
t l6

r7,460
12,7I7

4
101,040

2
87

214,549

(14,250)

304,325

200,299 304,325

As at 31 December 2010 and 2009. due fiom banks includes accrued interest of KGS g59 thousand
and KGS 2,969 thousrand- respectir e\.

20



10. LOANS TO CUSTO}MS

Originated loans
Less allowance for irrpairment losses

Total loans to customers 1,866,135

As at 31 December 2010 and 2009, accrued interest income included in loans to customers amounted
to KGS 41,143 thousand and25,690 thousand respectively.

Movements in allowances for impairment losses for the years ended 31 December 2010 and.2009 are
disclosed in Note 4.

As at 31 December 2010 and 2009, loans to customers comprised of the following products:

31 December 31 December
2010 2009

Group loans
Individual loans

r,953,961 1,325,432
19,032 30,259

1,971,993 1,355,691

3l December
2010

l,97l,gg3
(105,858)

31 December
2009

I,355,691
(70,1t2)

1,295,579

The Company provides loans to customers for development of small businesses.

Less allowance for impairment losses

Total loans to customers

Group loans are unsecured loans granted
responsibility to repay the loan.

Unsecured loans - group loans
Loans secured by various collateral - individual loans
Unsecrued loans - individual loans

Less allowance for impairment losses

Total loans to customers

Analysis by sector:
Agriculture
Trade
Services
Manufacturing
Consumer loans
Others

Less allowance for impairment losses

Total loans to customers

(105,858) (70,112)

to groups of borrowers who sign loan agreements with joint

31 December
20r0

l,g53,96l
11 ,901
6.13  1

l,97t,gg3 1,355,691

(105,858) (70,112)

1 ,866,135 1,285,579

31 December
2009

1,325,432
23,652
6,607

31 December
2010

1,272,150
548,872
92,872
47,493

10,606

l,g7l ,gg3

(105,858)

1,966,135

31 December
2009

970,206
426,619
64,439
45,729
6,927
1.773

1,355,691

(70,112)

2 l

1,295,579
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As at 31 December 2010 ad 2009. tre entire loan portfolio of KGS 7,g77,gg3thousand andKGS 1'355'691 thousand sas disbursed to customers operating in the Kyrgyz Republic, whichrepresents a significant geogaphical concentration and credit r'isk exposure.

As at 31 December 2010 and 2009. the coryany had taken possession of collateral it held as securityof KGS 242 thousand and KGS 203 tho,,send, rispective r.y.'- 
---

11. PROPERTY, EQTIIPMENT AND L\|TANGIBLE ASSETS

Bu'dings Leasehord Fumiture computer vehicles rntangible
inprove. and office equipment assets

At cost 
ments equiPment

31 December 2008 32,9t5 356 15,410 20,4j5 tB,S23 t8,32g
Addifions 6,928 571 S,tM 7,044 3,t45 1,108Disposats 

^^ __^ (243) (r72) Aen (193) (1,163)Transfers 20,75g I

31 December 2009 60,601 6g4 20,3g2 27,232 21,475 18,274
Additions l,t:-8 656 4,882 5,991 r,969 15,273Disposals - (3) (738) l'"4g8)rransfers 7 

'l 
223 (ttti

31 December 2010 61,796 1,337 24,749 31,502 23,444 33,547

Construc- Total
tion in

progress

3,t92 109,200

18,086 42,026
(2s0) (2,308)

(20,758)

270 148.918

2 29,9sr
_ Q,239)

(7\

265 176.630

('79r)

(842)

(113) (4,000) (6,568) (2,824) Q,636)

(538) (3,587) (4,.1!2) (r,s6s) (3,62s)
(10s)

243 r20 265 6t 37

Accumulated
depreciation and
amortization
31 December 2008

Charge for the year
Impairment losses
Disposals
Recovery of
impairment losses

31 December 2009

Charge for the year
Disposals
Transfers

3 I December 201 0

- (16,932)

-  ( 15 ,103 )
-  (105)
- 726

(1,633) (408)_ (7,467) (10,94' @,732\ (6.224t _ (.

(1,343)

(2.976\ 1R6R r

(463) (4,203) (s,422) (2,28s)
3 51 3 1,372 _'

(4,3e7)

l l

(14,984) (7,017) (10,621)

Net book value

3l December2o0e __l8Bg!_ ____n6_ __JUE_ __16287 , ___16r$.____12g19_ ___4g__ _rrJ502_
31 December 2010 __58.qq_

As at 31 December 2010 and2009,the company did not have properfy and equipment that waspledged as collateral

As at 31 December 20i0, properly and equipment include fully depreciated equipment with an initialcost of KGS 76 thousand' As at 31 December 2009, properry and equipm"nt aa'not include fullydepreciated equipment.

As at 31 December 2010 and 2009. intangrble assets comprised of software.
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12. F'INAI\CIAL ASSETS .{T F^{IR. \-ALLT THROUGH PROF'IT OR LOSS

1,5823 l2 l 56..184

(51,453)
105,031 81,727

As at 3 1 December 2010 and 2009 , the Company placed US Dollar denominated non-interest
deposits, foreign cuffency swaps amounting to KGS 1,582,312 thousand (21,680 thousand US
Dollars) and KGS 1,194,553 thousand (27,092 thousand US Dollars), respectively.

The loans and foreign cuffency swaps inKyrgyz Som from the same banks were received in the
amount of KGS I,425,828 thousand and KGS I,112,826 thousand.

In addition to foreign culrency swap agreements, derivative financial instruments include back-to-
back loans, which in substance represent foreign curency swap affangements. Back-to-back loans are
agreements with commercial banks under which the Company receives a loan in KGS and places a
deposit with the same Bank for the equivalent (or higher) amount of USD as collateral for the loan
received. Upon maturity of the loan the Company repays KGS loan and receives back the amount of
deposited USD.

13. OTIIT'RASSETS

\onr nrl
rrluc

Derivative financial
instruments

Foreign exchange swap
conracts, Sross

Less allowance for
impairment losses

Other financial assets
Account receivable

Other non-financial assets

Prepayments for services and property
Prepayments on taxes other than income tax
Inventory
Foreclosed property
Other

Less allowance for impairment losses

Total other assets

3l December 2010
\et fair value

-{sscts Liabilities

Nominal
value

Assets

1,194,553 91,727

31 December
2010

5  075

5  0?5

34,971
10,386
4,781

1 A a

3,571

53,951

(4,264)

54,712

31 December 2009
Net fair value

Liabilities

31 December
2009

1,496

1,496

5,450
715

3,776
203

4,042

15,692

(2r3)

75,469

) i



14. DUE TO BAI\IKSAIIID IilITANCIALINSTITUTIONS

Counterparty trqqr Er*rde Maturitydate

Dexia Microcredit Fund IHI
Dexia Microcredit Frmd t Iill

Oikocredit

Rural Impulse Fund II
Rural Impulse Fund

EBRD

Dexia Microcredit Fund
Microcredit Enterprises
Dexia Microcredit Fund
Deutsche Bank
Credit Suisse Fund
Symbiotics SA
Symbiotics SA
Symbiotics SA
Symbiotics Investment
Simbiotics Investrnent
EMF Microfinanse Fund
Finethic Microfinance
Dual RetumFund
Symbiotics SA
Wallberg Invest S.A./
EMF Microfinance Fund
Credit Suisse MFMC
Responsibility SICAV
(Lux)
Oikocredit
SICAV
Symbiotics SA

EBRD

Credit Suisse
Microfinance Fund

Global Commerical Fund

Finethic Microfinance
Dual RetumFund
Oikocredit

Oikocredit

Microvest LP

9-W?{
ewx

6lndngpsssly
tfncqf6e
fdinisryof

fuofKR+
4./o

8.Wo

9.SV/o

5.Eo/ot6rcnitr,
LIBOR

6.tr/o
9.00o/o

7.00o/o

7.75%

9.s0%
7.7s%
8.00%
7.00%
7.7s%
7.00%
8.00%
9.50%
9.s0%
7.75%
6.80o/o
6.60%
6.60%

6.60%

10.50%
.9.50o/o

7.75%

5.750/o+6 month
LIBOR

9.75%

LIBOR + 5OO
basis points

9.75o/o
9.75o/o
rr.00%

6 months treasury
bills of the
Minisnryof

finance ofKR+
4.75yo

t0sv/o

20/0612012
t9/02t20t3

22/11/2013

25t08/2012
19t08/2011

24/04/2012

l7/02/2012
24/04/2012
t2/05/2012
26/05/2012
19t05t2011
03/06/2012
25/08/2012
23/1r/2013
03/12/2012
12/05/2012
18t08t2012
23/05t2011
3l/0s/20r1
2610st20r2
19t03/2013
17t02/2012
17102t2012

l7/02/2012

13/09/20rr
19/0s/20rr
26t0s/2012

24/05/2010

25/0212010

3t/10/2010

r0t04t2010
, 05/0s/20r0

14/08t20r0

t7/02t2010

30t06t20r0

31 December
2010

r43,700
94,7gg

93,491

91,444
90,107

72,952

72,464
72,327
72,309
71,750
59,340
59,299

. 48,408
48,409
47,379
36,684
36,684
35,6U
35,604
35,579
24,911
24,134
24,734

24,734

14,326
11,868
11,860

31 December
2009

134,524
88,1 83

769,314

171,476

66,138

111,102

66,662
66,661

27,037
) )  7 ) 1

9,826

22,762

65,930

22,762
')') ))\

12,077

4,505

21,965

KGS

USD
USD

USD

USD
USD
USD
USD
USD
USD
USD
USD
USD
USD
USD
USD
USD
USD
USD
USD
USD

USD

USD
USD
USD

USD

USD

USD

USD
USD
USD

KGS

USD

___1,452,499_

As at 31 December 2010 and 2009,drryfobmh nd ofter financial institutions include accrued
interest amounting to KGS 26,l32thdmdKcs 11,442 thousand, respectively.
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As at 31 December 2010 md 2009. due to banks and other financial institutions include deferred
commissionpaid on originarim of loans amounting to KGS 4,011 thousand and KGS 1,90g thousand,
respectively.

The Company is required to coql-v uith financial covenants in relation to borrowed funds disclosed
above. These covenants include stipulated ratios, debt to equity ratios and various other financial
performance ratios. The Company has not breached any ofthese covenants during the years ended
31 December 2010 and 2009.

15. OTIIER LIABILITIES

Other financial liabilities
Accounts payable for seryices and goods

Other non-financial liabilities

Deferred income
Provision for vacation and bonuses to employees
Taxes payable, other than income tax
Short-term liabilities within Community Development Initiative project
Dividends payable
Other

31 December
2010

4,354

4,354

24,231
17,229
15,459
72,031
2,211
2,790

31 December
2009

I  1,898

1 1,ggg

I 6,882
I 9,805
4,049

251

Total other liabilities

16. SUBORDINATED DEBT

Counterparty

Deutsche Bank

Currency Maturity Interest 31 December 2010
date rate
year Vo

usD 31n2t20r4 1050% 286.917

73.950 40,997

'78,304 
52,985-

3l December 2009

268.231

286,917 268,23r

As at 31 December 2010 and 2009, subordinated debt to Deutsche Bank included accrued interest
expense amounting to KGS 2,502 thousand and KGS 1,796 thousand respectively.

As at 31 December 2010 and 2009, subordinated debt to Deutsche Bank include deferred commission
paid on origination of loans amounting to KGS 1,530 thousand and KGS 2,342thotsand respectively.

17. SHARE CAPITAL

As at 31 December 2010 and 2009, the Company's authorized and paid share capital amounted to
KGS 265,000 thousand.

During 2010, the Company declared andpaid to the Company's Founder dividends in the amount of
KGS 13,263 andKGS I1,052 thousand- respectir-ely.

t
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18. X'INANCIAL CO}fIIIT}IETTS A\-D CONTINGENCIES

Capital comrhitments

As at 31 December 2010 and 2009, the Company had no material commitments for capital
expenditure.

Operating lease commitments

As at 31 December 2010 and 2009, the Company had no material commitments under operating
leases.

Legal proceedings

From time to time and in the normal course of business, claims against the Company are received
from customers and counterparfies. Management is of the opinion that no material losses will be
incurred and accordingly no provision has been made in these financial statements.

Taxes

Provisions of Kyrgyz tax legislation are sometimes inconsistent andmay have more than one
interpretation, which allows the tax authorities to take decisions based on their own arbifary
interpretation ofthese provisions. [r practice, the tax authorities often do not interpret tax legislation
in favour of taxpayers, who have to resort to court proceedings to defend their position.

Company's management is confident that all applicable taxes have been accrued and, consequently,
the creation ofrespective provisions is not required.

Generally, taxpayers are subject to tax audits for the three calendar years preceding the year ofthe
audit. However, completed audits do not exclude the possibility of higherJevel tax inspectorates
reviewing the results of previous tax audits.

Operating environment

The Company's principal business activities are within KyrgyzRepublic. Emerging markets such as
KyrryzRepublic are subject to different risks than in more developed markets, including economic,
political and social, and legal and legislative risks. As has happened in the past, actual or perceived

financial problems or an increase in the perceived risks associated with investing in emerging
economies could adversely affect the investment climate inKyrgyzRepublic and its economy in
general.

Laws and regulations affecting businesses in Kyrgyz Republic continue to change rapidly. Tax,
currency and customs legislation are subject to varying interpretations, and other legal and fiscal
impediments contribute to the challenges faced by entities currently operating inKyrgyz Republic.
The country's future economic direction is largely dependent upon economic, fiscal and monetary
measures undertaken by the govemment, together with legal, regulatory, and political developments.

kr April 2010 the President of country was deposed during opposition protests. Subsequently to this,

theKyrgyzRepublic suffered from civil unrest and an econOmic downturn. As a result of the
parliamentary elections which followed, a new coalition govemment was formed in December 2010.
Significant economic and political uncertainties remain and adverse changes arising from systemic
risks in global and local financial systems, including any tightening of the credit environment could
slow recovery or disrupt the national economy, adversely affecting the Company's access to and cost
of capital and, more generally, its business, operating results, financial condition and prospects.

Inflation in the Kyrgyz Republic is relatively high (according to govemment statistics, consumer
inflation for the years ended 31 December 2010 and 2009 was 19.2% and 6.8Yo, respectively).
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19. SUBSEQIIENT EVL\TS

During 2010, the Corymy has cmcluded swap agreements with AsiaUniversalBank OJSC, which
due to political changes from April to Jrme 2010 was not able to timely fulfill its commitments. At the
end of 2010, the Coryany has agreed withZalkar Bank OJSC, which is the legal successor of
AsiaUniversalBank OJSC to the conclusion of Agreement on the settlement of mutual liabilities,
which was signed on Mrch 23,2011- According to the agreement, maturity dates and interest rates
for all swaps were revised- As at reporting date the Company has fulfilled its commitments on interest
due to Zaltar Bank OJSC.

20. TRANSACTIONS WTTH RELATED PARTIES

Lr considering each possible related party relationship, attention is paid to the substance of the
relationship rather than only their legal status. The Company had the following transactions
outstanding with related parties:

31 December 2010
Related party Total category as
transactions perfinancial

statements caption

31 December 2009
Related party Total category as
transactions perfinancial

statements
caption

Due from banks and other financial
institutions 23,817 200,299 104 1?5

Included in the statement of comprehensive income for the years ended 3 1 Decembe r 2010 and. 2009
there are the following amourts which arose due to transactions with related parties:

Year ended
31 December 2010

516
(600)

11,796

r l ,956

Year ended
31 December 2009

Related party Total category as Related party Total category as
transactions perfinancial transactions perlinancial

statements caption statements
caption

(5,981)

9,720 274,526

2I. F'AIR VALIIE OF' F'INANCIAL INSTRI.IMENTS

Fair value is defined as the amount at which the instrument could be exchanged in a current fansaction
between knowledgeable willing parties in an arm's length tuansaction, other than in forced or liquidation
sale. The estimates presented herein are not necessarily indioative of the amounts the Company could
tealize in a market exchange from the sale of its full holdings of a particular instrument.

The carrying amount of financial assets approximates their fair value due to the short-term nature of
such financial instruments.

The table below summarizes the Company's financial assets held at fair value bv valuation
methodology at 31 December 2010 and 2009, respectively:

Interest income
Operating expenses
Other income

Key management personnel
compensation
- short term employee benefit

Category as per
the statement of
financial position
Assets:
Financial assets at fair
value through profit or Foreip exchage
loss conlnEts

Quoted Internal Internal models 31 December
prics in ective models based (unobservable 20tO

mer*eis on markef inputs) Total
(I-6-d 1) prices (Level3)

(Level2)

-  105,031

27

889,32r
(462,773)

12,463

312,760

673,540
(400,s89)

5,9',72
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euoted
prices in active

Category as pei mqrkets
the statement of (Level l)
financial position
Assets:
Financial assets at fair
value through profit Foreip. exch^mge
or loss conlnrcts

Internal models 31 December
(unobservable 2010

inputs) Total
(Level3)

Internal
models based

on market
prices

(Level 2)

81,727

n

81,727

CAPITAL MANAGEMENT

The Company manages its capital to erlsure that entities in the Company will be able to continue as a
going concern while maximizing the retr:rn to stakeholders through the optimization of the debt and
equity balance.

The capital structure of the Company consists of equity athibutable to the Founder, comprising issued
capital and retained eamings as disclosed in statement of changes in equity.

The Management Board reviews the capital structure on a regular basis. As a part of this review, the
Board considers the cost of capital and the risks associated with each class of capital. Based on
recommendations of the Board, the Company balances its overall capital structure through the
payment of dividends, new share issues as well as the issue of new debt or the redemption of existing
debt.

As at 31 December 2010 and 2009, there have been no changes in the Company's capital
structure.

RISK MANAGEMENT POLICIES

Management of risk is fundamental to the Company's business and is an essential element of the
company's operations. The main risks inherent to the company's operations are:

o Credit risk
. Operational risk
o Liquidity risk
o Market risk

The Company recognizes that it is essential to have efficient and effective risk management processes
in place. To enable this, the Company has established a risk management framework, whose main
purpose is to protect the Company from risk and allow it to achieve its performance objectives.

Risk management policies and procedures

The Company's risk management policies aim to identi$2, analyze and manage the risks faced by the
Company, to set appropriate risk limits and controls, and to continuously monitor risk levels and
adherence to limits. Risk management policies and procedures are reviewed regularly to reflect
changes in market conditions, products and services offered and emerging best practice.

Board of Directors of the Company has overall responsibility for the oversight of the risk
management frameworlg overseeing the management of key risks and reviewing its risk management
policies and procedures as well as approving significantly large exposures.

Management Board of the Company is responsible for monitoring and implementation of risk
mitigation measures and making sure that the Company operates within the established risk
parameters. Each department is responsible for direct management of the relevant risks, and together
with the legal deparhment continuously monitor co4liance with currently effective legislation.

Credit, market and liquidity risks both at poflfolio and transactional levels are managed and controlled
through a system of different comrittees.

Both external and internal risk factors ue identified and managed throughout the Company's
or ganizational structure.

Through the risk management framer-ork fte Coryany manages the following risks:

23.
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Credit risk

The company is exposed to credit risk r*-hich is the risk that one parly to a financial instrument willfail to discharge an obligation and cause the other parry to incur a financial loss.

Risk management and monitoring is performed within set limits of authority, by the creditcommittees and the corryany's v"*g.-*t. Before any application is made by the creditcommittee, all recommendations oo rialt processes O";;;,. Hmits approved, or amendmentsmade to loan agreements, etc.) are reviewrd and approrreJuv irt. Branch Management. Daily riskmanagement is performed by the credit eaministration Department.

The company has developed policies and procedures for the management of credit exposuresincluding guidelines to limit portfolio concentrafion and the establishment of a credit committee,which actively monitors the -ompany's credit risk. The Co-puny,. credit policy is reviewed andapproved by the Board of Directors' The company establist 
"ili-it. 

on the amount of risk acceptedin relation to one b91ower, or group of borrowers, and to industry segments. Acfual exposures againstlimits are monitored daily.

Exposure to credit risk is managed through regular analysis of the ability of borrowers and potentialborrowers to meet interest and ca
where appropriate. Exposure to c 

r changing these lending limits

corporate and personal guarantee 
ry obtaining collateral and

facilities can be obtained. Such n 
ral lending, where no such

more frequent reviews. 
basis and subject to annual or

Operational risk

The company is exposed to operational risk which is the risk of losses that canbe a result of any

:fi:Hi11$!ffi?:Hl"eaks 
of internal process, svstems, presence of human error or effect oiany

The company's risk management policies are designed to identify and analyzethis risk to setappropriate risk limits and controls.

Maximum Exposure

The company's maximum exposure to credit risk varies significantly and is dependant on bothindividual risks and general market economy risks.

The following table presents the maximum exposure to credit risk of balance sheet and off balance:nt liabilities. For financial assets in the statement oifinancial
rquals to the carrying amount value of those assets pnor to any
uarantees and other off barance sheet assets contingent liabilites,

guarantee was calred on or in 
"".:t"':it""ffi'fr:ft:,?",i:ttt};"t"ffiX11t#:fj;:iF;;fit
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Due from banks and other filancial
institutions
Loans to customers
Financial assets at fair value throueh
profit and loss
Other financial assets

Cash
Due from banks and other financial
institutions
Loans to customers
Financial assets at fair value throueh
profit and loss
Other financial assets

!Ieximum
erposure

200,299
1.866,1 35

105,031
i  075

Maximum
exposure

481

304,325
r,285,579

8l,727
t,496

Offset

- 200,299
- 1,866,135

- 105,031
-  5 0 2 5

Net exposure
after offset

1 1 ,901

Collateral
Pledged

Net exposure
after offset

Collateral
Pledged

31 December
2010

Net exposure
after offset and

collateral

200,299
1,854,234

105,031
5,025

31 December
2009

Net exposure
after offset and

collateral

481

304,325
r,26r,92',7

81,727
1,496

-  481

-  104  1?5
- t,285,579 23,652

- 81,727
- 1,496

As at 3 1 December 2010 and 2009, the Company did not hold any international rated financial assets.

The banking industry is generally exposed to credit risk through its financial assets and loans to
customers. The credit risk exposure of the Company is concentrated within theKyrgyz Republic. The
exposure is monitored on a regular basis to ensure that the credit limits and credit worthiness
guidelines established by the Company's credit and risk management policy are not breached.

tr determining the credit risk of financial assets which do not have ratings, the Company uses internal
scoring models based on risk ranking criteria. The scoring model takes into consideration the financial
perfornance of the borrower, the ability of repayment and any delays in repayment and the collateral
pledged against any borrowings. 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 risk characteristics and collectively assesses them for
impairment.

The Company manages credit risk of financial assets by use of an intemal rating system. Loans are
classified based on internal evaluations and other analytical procedures, branches and Credit
Administration Department classifu loans according to their risk and the risk of potential losses, with
classifications subject to the approval of the Credit Committee.

Standard loans

The financial condition of the borrower is assessed as stable and there is no indication of any external
or internal factors to suggest that the financial condition of the borrower has deteriorated. In case
there are some minor negative indicators, the Company has confidence that the borrower will be able
to cope with such (temporary) difficulties. Interest and principal are repaid in full and in a timely
fashion or principal andlor interest are overdue for no more than 30 days. The borrower is considered
as having the ability to repay the loan in accordance with its terms and conditions.

Doubtful lst category

There is evidence of a temporary deterioration in the financial condition of the borrower, including a
decrease in income or a loss of market share. The borrower repays the loan principal and the interest
without delay and in full. Key characteristics are overdue amounts from 31 to 90 days, prolongation
of loan, or the repayment of the loan depends to an extent on the realization of collateral. The amount
of collateral is sufficient to cover principal amourt, interest income accrued, and expenses related to
the sale ofcollateral.
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Doubtful 2nd categon'

The deterioration in the financial condition of the borrower has reached a critical level, including
significant operating losses. a loss of market position, negative equity and it is probable that the
borrower will be unable to repa)- the loan and the interest in full. Possibility of loss of doubtful assets
is very high, but due to ser-eral specific expected factors, that could improve the quality of asset, its
classification as loss is deferred until a more precise assessment can be performed. Key characteristics
are overdue amounts from 91 to 180 days, or the quality of collateral has deteriorated since
origination or it is absent.

Losses

tr the absence of any information to the contrary, the borrower's financial condition and operations
have reached the point where it is evident that the borrower cannot repay the loan and the collateral
value is negligible. The loan is uncollateralized or the value of the collateral covers less than 50 per
cent of the borrowers' outstanding debt. Key characteristics are overdue amounts over 180 days,
prolongation over 3 times or inability or refusal of the client to repay the loan, or absence of the
borrower. Once all legal measures to recover the loan have been exhausted, the loan is accounted for
as off-balance for at least five years in case of possible repayment.

The following table details the carrying value of assets that are impaired and the ageing of those that
are past due but not impaired:

Neither past 0-3
due nor months

impaired
Due from banks and other financial

3-6 6 months Greater Total
months to 1 year than one

year

institutions

Loans to customers
Financial assets at fair value
through profit and loss

Other financial assets

Cash
Due from banks and other financial
institutions

Loans to customers
Financial assets at fair value
through profit and loss

Other financial assets

200,299

I ,859,539

105,031
{ nr(

Financial assets past due
and unimpaired

Financial assets past due
and unimpaired

Financial 31 December
assets that 2010
have been
impaired

200,299
- 6,596 1,866,135

105,031

5.025

Financial 31 December
assets that 2009
have been
impaired

-  481

-  104  t ?5

1,539 1,285,579

8t,72',7

r,496

7

Neither past 0-3 3-6
due nor months months

impaired

481

304,325

1,284,040

81,727

r,496

6 months Greater Total
to 1 year than one

year

Geographical concentration

The Planning and Analysis Department exercises control over the risk related to changes in the
legislation and regulatory arena and assess its influence on the Company's activity. This approach
allows the Company to minimize potential losses from the investment climate fluctuations in the
KyrryzRepublic.
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The geographical concentratim of assets and liabilities is shown berow:

FINANCIAL ASSETS:
Due from banks and other financial instinrdms
Loans to customers
Financial assets at fair value tbrough gofit and loss
Other financial assets

TOTAL FINANCIAL ASSETS

FINANCIAL LIABILITIES:
Due to banks and other financial institutions
Subordinated debt
Other financial liabilities

TOTAL FINANCIAL LIABILITIES

NETPOSITION

FINANCIAL ASSETS:
Cash
Due from banks and other financial institutions
Loans to customers
Financial assets at fair value through profit and loss
Other financial assets

TOTAL FINANCIAL ASSETS

FINANCIAL LIABILITIES:
Due to banks and other financial institutions
Subordinated debt
Other financial liabilities

TOTAL FINANCIAL LIABILITIES

NETPOSITION

9,567

9,567

CIS
countries

Kyrgyz
Republic

190,',732
I ,866,135

105,031
5,025

2,166,923

4,354

4,354

2,162,569

Kyrgz
Republic

481
304,325

1,295,579
81,727
1,496

7,673,609

OECD
Countries

1,452,498
286,917

1.739.415

(r,739,41s)-

OECD
Countries

CN
countries

9,567

31 December
20t0
Total

200,299
1,866,135

105,03 I
5,025

2,176,420

t,452,498
286,917

4,354

l,'743,769

31 December
2009
Total

481
304,325

1,285,579
81,'127
1,496

1,673,609

1,045,370
268,231
11 ,989

1,325,590

Liquidity risk

Liquidity risk refers to availability of firnds to repay liabilities as they fall due and meeting the
demand in cash in the process of crediting customers.

The Management controls these types of risks by means of maturity analysis, determining the
Company's strategy for the next financial period. Current liquidity is managed by the Chief Financial
Officer, which supports current liquidity on sufficient level to minimize the liquidity risk.
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The analysis of interest rate and liquidiry risk is presented in the following table:

f p to I month 3 months 1 year to Over 5
I month to 3 months to I year 5 yea., years

1. l6-{
155..112 203,628

43,477

247,105

1 4 ) \ n
1,476,485 28,757

60,620 %4

1,551,355 29,691

31
December

2010
Total

t5,414
1,866,1 35

105,03 I

1,986,580

1 84,885
5,025

2,t76,490

FINANCIAL ASSETS:
Due from banks and other financial
institutions
Loans to customers
Financial assets at fair value through profit
and loss

Total interest bearing financial assets

Due from banks and other financial
institutions
Other financial assets

TOTAL FINANCIAL ASSETS

FINANCIAL LIABILITIES:
Due to banks and financial institutions
Subordinated debt

Total interest bearing financial liabilities

Other financial liabilities

TOTAL FINANCIAL LIABILITIES

Liquidity gap

Interest sensitivity gap

Cumulative interest sensitivity gap
Cumulative interest sensitivity gap as a
percentage of total assets

FINANCIAL ASSETS:
Loans to customers
Financial assets at fair value through profit
and loss

Total interest bearing financial assets

Cash
Due from banks and other financial
institutions
Other financial assets

TOTAL FINANCIAL ASSETS

FINANCIAL LIABILITIES:
Due to banks and other financial institutions
Subordinated debt

Total interest bearing financial liabilities

Other financial liabilities

TOTAL FINANCIAL LIABILITIES

Liquidity gap

Interest sensitivity gap

Cumulative interest sensitivity gap
Cumulative interest sensitivity gap as a
percentage of total assets

83,345 247.tls

83,345 330.450

Up to
I month

1,134,748 _ 1,452,498
286,917 - )e.6 qt j

1 , 4 2 1 . 6 6 5  -  l 7 ? q 4 r s

1,421,665

(1 .391.97$ 1  R5?

( 1 . 3 9 1 . 9 7 4 \  1 R q l

245,3r2 247.16s

1 84,885
5,025

346,486

, t^

4,354

77,585

268,901

I  t \ t  < \ \

244,519

244,5t9

244,519

1,306,836

I,306,836

1,637,286

, ,* ,

I  R 5 1

*,

1  R 5 1

56,622

(2s0)

56  11 )

481

120,220
1.496

179,569

2,342

2,342

I  1 ,898

14,240

164,329

54.030

54.030

,t*

15 1,993

44,384

196,267

16t,787

358.054

5 q  l R {

t t t "

59, I 85

298.869

t37.082

191,112

1,044,342 32,244

37,593

1,081,935 32,244

488 1,285,579

488 r,367 ,306
_ 481

___J5%_ ____ tt%

I month 3 months 1 year to Over 5 years 3l
to 3 months to I year Syears December

2009
Total

404,t77 582,008

404,177 582,008 265,889

__40a77__ j!?{qt _ 26188e_
700,076 (s49,764) (26s,40r)
671,7s8 (s49,764) Q6s,40r)

---8698?q- -__11_2/g!_ __51205_

22,318 304,325

1,194,253. 32,244 488 1,673,608
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Substantially all of the Coryan1-'s interest earning assets are at fixed rates of interest and interest
bearing liabilities are ar borh f,red and floating rates.

Asset and liability maturiqv periods and the ability to replace interest liabilities at an acceptable cost
when they mature are cmcial in determining the Company's liquidity and its susceptibility to
flucfuation of interest rates and exchange rates.

A further analysis of the liquidiry and interest rate risks is presented in the foltowing tables in
accordance with IFRS 7. The amounts disclosed in these tables do not correspond to the amounts
recorded on the statement of financial position as the presentation below includes amaixity analysis
for financial liabilifies that indicates the total remaining conhactual payments (including interest 

-

payments), which are not recognized in the statement of financial posiiion on an undiscounted basis.

FINANCIAL
LIABILITIES
Due to banks and other
financial institutions 8.42%
Subordinated debt 10.50%

Total financial
liabilities

Weighted Up to
average 1 month
effecfive

interest rate

Weighted Up to
average 1 month
effective

interest rate

1 ,571

___42e8_ __n27L_ __462W_ __#n,6e4 _______ _2psly_

I month to 3 month to 1 year to
3 months 1 year 5 years

429,353 7,2t4 447,764 872,148
15,063 15,063 438,546

Over 31
5 years December

2010
Total

1,756,479
468,672

Over 31
5 years December

2009
Total

630,735 1,t56,519
343,458 368,936

FINANCIAL
LIABILITIES
Due to banks and other 9.17%
financial institutions
Subordinated debt 10.50%

Total financial
liabilities

I month to 3 month to I year to
3 months I year 5 years

56,383 119,663 349,16'7
6,282 6,422 12,774

1,571 62,665 _ 125,085 361,941 974,193 1,525,455

Market Risk

Market risk covers interest rate risk, crurency risk and other pricing risks to which the Company is
exposed. There have been no changes as to the way the Company measures risk or to the risk it is
exposed in 2010.

The Company is exposed to interest rate risks as Company borrows funds at both fixed and floating
rates. The risk is managed by the Company maintaining an appropriate mix between fixed and
floating rate borrowings.

The Credit Administration and Treasury Deparbments also manage interest rate andmarket risks by
matching the Company's interest rate position, which provides the Company with a positive interest
fargin. The Planning and Analysis Deparlment conducts monitoring oittr" Company,s current
financial performance, estimates the Company's sansitivity to changes in interest rates and its
influence on the Company's profitability.
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Interest rate sensitivin- risk

The following table details the Coqany's sensitivity to l%o inqease, decrease in interest rates in 2010
and2009, respectively. tvtaaagement of the Company believes that givan the current economic
conditions in the Kyrgyz Repubtic t}pit a l%o increase is a realistic movement in the interest rates. This is
sensitivity rate used when reporting interest rate intemally to key management personnel and represents
management's assessment of the possible change in interest rates. The sensitivity analysis includes only
outstanding assets and liabilities u'ith floating rates.

Impact on profit before tax based on asset values as at 31 December 2010 and2009:

31 December 2010 31 December 2009
Interest rate

+lyo

(1 5e)

(15e)

Interest rate Interest rate Interest rate
-lyo -lYo

r59

31 December 2010

Liabilities:
Due to banks and other financial
institutions

Net impact on profit before tax

Impact on equity:

Liabilities:
Due to banks and other financial
institutions

Net impact on equity

Interest rate
+lo

(15e)

( l  se)

31 December 2009
Interest rate Interest rate

159

64

Interest rate
-lo/o

159

- lVo

57

I

-

Currency risk

Currency risk is defined as the risk that the value of a financial instrument will fluctuate due to changes
in foreign exchange rates. The Company's financial position and cash flows are exposed to effects oi
flucfuations in foreign crrrrency exchange rates. The management controls curency risk by management
of the open curency position on the estimated basis of KGS devaluation and other macroeconomic
indicators, which gives the Company an opportunity to minimize losses from significant currancy rates
fluctuations toward its functional curency.

The Company enters into various cross crrrency swaps and back-to-back loans to economically hedge
the currency risk exposure. The resulting gain from such transactions for the year ended
31 December 2010 and 2009 was recognized in the statement of comprehensive income account of
KGS 48,117 andKGS 93,247, respectively.
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The Company's.exposure to foreign crurency exchange rate risk is presented in the tables below:

KGS USD CXher 31 December
USD l: currencies 2010

KGS 47'0992 Total

FINANCIAL ASSETS:
Due frombanks and other filmcial in*itutions
Loans to customers
Other financial assets

TOTAL FINANCIAL ASSETS

FINANCIAL LIABILITIES:
Due to banks and financial institutions
Subordinated debt
Other financial liabilities

TOTAL FINANCIAL LIABILITIES

OPEN BALANCE SHEET POSITION

99,225
1,866,135

5,025

191038s_ __l_q0,76I_ ___10e_

100,765 ,o: 200,299
1,866,135

\  nr<

2,176,49Q

1,452,498
286,917

4,354

Other 31 December
currencies 2010

Total

93,750

4,354

(922,22',7)
:

KGS

481
r33,9r4

1,285,579
1,496

_JA ,47o-

4,505

1 1,898

1,35 8,748
286,917

Derivative financial instrument position

FINANCIAL ASSETS:
Cash
Due from banks and other financial institutions
Loans to customers
Other financial assets

TOTAL FINANCIAL ASSETS

FINANCIAL LIABILITIES:
Due to banks and financial institutions
Subordinated debt
Other financial liabilities

TOTAL FINANCIAL LIABILITIES

OPEN BALANCE SHEET POSITION

1,Q27,258

USD
USD 1=

KGS 44.0917

170,411

170,411

1,040,865
268,231

Other
currencies

105,031

31 December
2009
Total

481
304,32s

1,285,579
t,496

__1,673,608_

t,045,3',70
268,231

1 1,898

- 1,325,499t 16,403 (1,309,096)- -

1,405,067 (1,138,685)
- -

KGS USD Other 31 December
currencies 2010

Total

Derivative financial instrument position _11J24,553)_ _J2762e9_ - 8r'72'7

Currency risk sensitivitY

The following table details the Company's sensitivity to a l0%o increase and decrease in the US

DollarlKyrgyzsom exchange rates in 2010 and 2009. Management of the Company believe that

given the current economic ionditions in the Kyrgyz Republic that a l0o/o decrease is a realistic

irovement in the Som exchange rates against the US Dollar. This is the sensitivity tate used when

reporting foreign currency risi internally to key rnanagement personnel and represents management's

assessmint of ihe possible change in foreign crrrency exchange rates. The sensitivity analysis

includes only outs-tanding foreign crrrency denominated monetary items and adjusts their translation

at the end oithe period for a l0o/o shange in crrrency rates as at 31 December 2010 and2009,

respectively.
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Impact on net profit based on ass€t values as at 31 December 2010 and2009:

Impact on profit and loss

Impact on equity:

31 December 2010

KGSruSD

+10%o -10%

46,588 (46,588)

31 December 2010

KGSruSD

+1004 -10%

46,588 (46,588)

31 December 2009

KGSruSD

+10Yo -10%

12,497 (12,497)

31 December 2009
KGSruSD

+70Yo -10%

12,497 (12,497)Impact on equity

Limitations of sensitivitv analvsis

The above tables demonsfate the effect of a change in a key assumption while other assumptions
remain unchanged. In reality, there is a correlation between the assumptions and other factors. It
should also be noted that these sensitivities are non-linear, and larger or smaller impacts should not be
interpolated or extrapolated from these results.

The sensitivity analyses do not take into consideration that the Company's assets and liabilities are
acfively managed. Additionally, the financial position of the Company may vary atthe time that any
acf'tal market movement occurs. For example, the Company's financial risk management strategy
aims to manage the exposure to market fluctuations. As investment markets move past various t igg"t
levels, management actions could include selling investments, changing investment portfolio
allocation and taking other protective action. Consequently, the acfttal impact of a change in
assumptions may not have any impact on the liabilifies, whereas assets are held at market value on the
balance sheet. In these circumstances, different measurement bases for liabilities and assets mav lead
to volatility in shareholder equity.

Other limitations in the above sensitivili analyses include the use of hypothetical market movements
to demonstrate potential risk that only represdnt the Company's view of possible near-term market
changes that cannot be predicted with any certainty.
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