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Independent Auditor’s Report

To the Shareholders and the Board of Directors of “FINCA” UCO CJSC

We have audited the accompanying financial statements of “FINCA” UCO CJSC, which
comprise the statement of financial position as at 31 December 2010, and the statement of
comprehensive income, statement of cash flows and statement of changes in equity for the
year then ended, and a summary of significant accounting policies and other explanatory
notes.

The financial statements for the year ended 31 December 2009 were verified by auditor Grant
Thornton Amyot LLC who issued an unqualified report dated 5 February 2010.

Management’s Responsibility for the Financial Statements

Management is responsible 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.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with International 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 auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In 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 internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well
as evaluating the overall presentation of the financial statements.

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

in our opinion, the financial statements present fairly, in all material respects, the financial
position of “FINCA” UCO CJSC as at 31 December 2010, and its financial performance and its
cash flows for the year then ended in accordance with International Financial Reporting
Standards.

Alexander |, Verenkov Ve

. 7}
Senior Partner
FCCA

8 February 2011
BDO Armenia CJSC




Statement of Management’s Responsibilities for the Preparation and Approval
of the Financial Statements for the Year Ended 31 December 2010

The following statement, which should be read in conjunction with the independent auditor’s
responsibilities stated in the independent auditor’s report is made with a view to distinguishing the
respective responsibilities of management of “FINCA” UCO CJSC (the Company) and those of the
independent auditor in relation to the Company’s financial statements.

Management of the Company is responsible for the preparation of the financial statements that present
fairly the financial position of the Company as at 31 December 2010, the results of its operations and
cash flows and changes in equity for the year then ended, in accordance with International Financial
Reporting Standards (IFRS).

In preparing the financial statements, management is responsible for:
e Selecting suitable accounting principles and applying them consistently;
e Making judgments and estimates that are reasonable and prudent;

e Stating whether IFRS have been followed, subject to any material departures disclosed and
explained in the financial statements;

» Preparing the financial statements on a going concern basis, unless it is inappropriate to presume
that the Company will continue in business for the foreseeable future.

Management is also responsible for:

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

s Maintaining proper accounting records that 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;

e Maintaining statutory accounting records in compliance with legislation and accounting standards of
the Republic of Armenia;

e Taking such steps as are reasonably available to them to safeguard the assets of the Company; and
e Detecting and preventing fraud and other irregularities.

On behalf of the Company’s management the financial statements for the year ended 31 December
2010 were authorised for issue on 8 February 2011 by:

Y. Barseghyan, V A. Khachatryan, Q

General director Chief Accountant

"FINCA" UCO CJSC
Yerevan, Republic of Armenia
8 February 2011




“FINCA” UCO CJSC
Statement of Financial Position as at 31 December 2010
(in United States Dollars)

Note 2010 2009 2008
Assets
Cash and cash equivalents 5 372785 857 906 147 035
Amounts due from other financial institutions 6 1166 730 2 534 690 600 489
Loans to customers 7 25 359 619 19553012 26172797
Property and equipment 8 614 983 511 204 421 990
Intangible assets 9 164 392 25013 16 754
Other assets 10 90 162 99 308 189 584
Deferred tax assets 19 31 856 29 961
Total assets 27 768 671 23 612989 27 578 610
Liabilities
Amounts due to other financial institutions 11 18 164 828 15 055 855 21 385 489
Subordinated debt 12 2528 285 2518572 1591924
Other liahilities 13 605 420 522 985 502 338
Current tax liabilities 94 915 177 978 197 979
Deferred tax liabilities 19 9 837 - -
Total liabilities 21403 285 18 275 390 23 677 730
Equity
Share capital 14 3251918 3251918 2000000
Foreign currency translation difference 445 854 205 332 996 103
Retained earnings 2 667 614 1 880 349 904 777
Total equity 6 365 386 5337599 3900880

Total liabilities and equity

27 768 671

2}/7612 989 27 578 610

-m/

A i

|
A. Khachatryglk

Chief Accountant

Y. Barseghyan,
General director

8 February 2011

The notes set out on pages 9 to 41 are an integral part of these financial statements.
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“FINCA” UCO CJSC
Statement of Comprehensive Income for the Year Ended 31 December 2010
(in United States Dollars)

Note 2010 2009
Interest income 16 8471437 7529990
Interest expense 16 (2234 538) (2 204 528)
Net interest income 6 236 899 5 325 462
Provision for impairment of loans to customers 7 (62 936) (215 437)
Net interest income after provision for impairment of
loans to customers 6173963 5110025
Net results from financial instruments 4 884 172 437
Net foreign exchange translation (loss)/gain (186 283) 359 670
Fee and commission expense (26 275) (29 291)
Staff costs 17 (3207 414) (3 139 198)
Depreciation of property and equipment 8 (143 579) (116 530)
Amortization of intangible assets 9 (4 261) (2 015)
Income from penalties 217 596 420075
Other operating income 24 567 11 890
Operating income 2853198 2787063
Operating expenses 18 (1187 651) (1159 808)
Profit before taxation 1665547 1627 255
Income tax expense 19 {378 282) (317 801)
Net profit 1287 265 1309 454
Other comprehensive income
Exchange differences on translation of financial statements 240522  (790771)
Other comprehensive income/(loss) 240522 (790771)
Total comprehensive income 4527 787 518 683

X

Y. Barseghyan, k A. Khachatrya%
General director Chief Accountant

8 February 2011

Wﬂ Uan
; \3\\‘? ()RJA/\

The notes set out on pages 9 to 41 are an integral part of these financial statements.

6



“FINCA” UCO CJSC
Statement of Cash Flows for the Year Ended 31 December 2010
(in United States Dollars)

2010 2009

Cash flows from operating activities
Profit before taxation 1665 547 1627 255
Non-cash adjustment to reconcile profit to net cash flows:
Provision for impairment of loans to customers 62 936 215 437
Amortization and depreciation 147 840 118 545
Loss on sale of property and equipment 827 2210
Non-cash interest receivable (55 242) 88 390
Non-cash Interest payable (102 303) (34 272)
Foreign translation net gains 187 683 (321 694)
Cash flows from operating activities before changes in

operating assets and liabilities 1907 288 1695871
Net (increase)/decrease in operating assets
Amounts due from other financial institutions 1337 415 (1 964 408)
Loans to customers (5053 764) 4 843 098
Other assets 8 380 62 707
Net increase/(decrease) in operating liabilities
Other liabilities 60 486 97 684
Cash flows from operating activities before taxation (1740 195) 4734952
Income tax paid (419 561) (345 642)
Cash flows from operating activities (2 159 756) 4 389 310
Cash flows from investing activities
Purchase of property and equipment (Note 8) (225 582) (283 654)
Purchase of intangible assets (Note 9) (138 857) (13 350)
Prdceeds from disposal of property and equipment - 2 895
Net cash flows from investing activities (364 439) (294 109)
Cash flows from financing activities
Issue of shares (Note 14) 1251918
Loans received from other financial institutions 13 149 848 1987 334
Loans redeemed from other financial institutions (10 570 139) (7 314 566)
Subordinated debt received (Note 12) 956 114
Dividends paid to the shareholders (500 000) (333 882)
Net cash flows from financing activities 2079709 (3 453082)
Effect of exchange rate changes on cash and cash

equivalents (40 635) 68 752
Net change in cash and cash equivalents (485 121) 710 871
Cash and cash equivalents at the beginning of the year 857 906 147 035
Cash and cagh-equivalents at the end of the year (Note 5) 372y785 857 906

Y. Barseghyan, k

General director

8 February 2011

T

A. Khachatiyan,
Chief Accolptant

67 B
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“FINCA” UCO CJSC

Changes in Equity for the Year Ended 31 December 2010

(in United States Dollars)

Foreign
currency
Share translation Retained
capital difference earnings Total equity
Balance as at 1 January 2009 2 000 000 996 103 904 777 3900 880
Issue of shares (Note 14) 1251918 - 1251918
Dividends to share-holders - - (333 882) (333 882)
Comprehensive income for 2009 - (790 771) 1309 454 518 683
Balance as at 31 December 2009 3251918 205332 1880 349 5337 599
Dividends to share-holders - . (500 000) {500 000)
Comprehensive income for 2010 - 240522 1287 265 1527 787
Balance as at 31 December 2010 3251918 445 854 2 667 614 6 365 386
A
/w
Y. Barseghyan, A. Khach

General director

8 February 2011

Chief Acc tant

The notes set out on pages 9 to 41 are an integral part of these financial statements.
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“FINCA™ UCO CJSC
Notes to the Financial Statements for the Year Ended 31 December 2010
(in Unites States Dollars)

1.  Principal Activities of the Company

FINCA International, Inc. (‘"FINCA"), a non-for-profit organization, is incorporated in the United States
of America. The purpose of FINCA is to "Help the poor help themselves'. FINCA believes that world
hunger and poverty cannot be cured simply by food handouts and grants but can be permanently
affected by self-help and self-sufficiency of the poor.

FINCA provides self-help opportunity by establishing community revolving loan funds, or “village
banks”, in impoverished communities through affiliated organizations (“affiliates”). The affiliates are
typically separate legal entities that enter into affiliate agreements with FINCA. Small loans support
investment in individual or community productive micro enterprises. Participants build self-reliance,
self-esteem, and a savings fund that remains within the community as a permanent source of capital
for continued investment.

In 2006 FINCA established a separate legal entity, “FINCA” UCO LLC, in the Republic of Armenia to
provide lending and technical assistance targeting small entrepreneurs who need micro financing for
the small enterprises.

“FINCA” UCO CJSC (the Company) is a closed joint-stock Company - 100% subsidiary of FINCA
International, Inc. The Company is regulated by the legislation of Republic of Armenia and conducts its
business under license number 13, granted on 28 March 2006 by the Central Bank of Armenia (the CBA).

The Company is involved in microfinance and provides individual business loans, solidarity group-based
general and group-based agricultural micro credits. The Company headquarters in Yerevan, has 12
branches and 7 representative offices located throughout Armenia.

The Company’s head office is located in Yerevan, Republic of Armenia.
The Company’s legal and mailing address is at: 2a, Agatangeghos str., Yerevan, Republic of Armenia.
The average number of the Company’s employees in 2010 was 399 (2009: 350).

Below is the information about the Company’s sole shareholder.

2010 2009

Country of Ownership  Ownership

Shareholder registration Nature of business (%) (%)
United States of

FINCA International, Inc. America investment 100.0 100.0

Total 100.0 100.0

FINCA International, Inc. is the parent and ultimate controlling party of the Company.
2.  Operating Environment of the Company

General

Armenia continues to undergo political and economic changes. As an emerging market, Armenia does
not possess a developed business and regulatory infrastructure that generally exists in a more mature
free market economy. In addition, economic conditions continue to limit the volume of activity in the
financial markets, which may not be reflective of the values for financial instruments. The main
obstacle to further economic development is a low level of economic and institutional development,
along with a centralized economic base, regional instability and international economic crisis.

The international economic crisis led to shortage of Republic of Armenia GDP, as well as the cash flow
transfers from abroad upon which the economy of Armenia is significantly dependent. Though the
Republic of Armenia Government and the CBA have undertaken a number of preventing procedures,
still there are uncertainties on the capital availability and acquisition cost both for the Company and
for its customers, and in times of more severe market stress the effects of the crisis may be significant
both for the Armenian economy and for the Company. However, as the number of variables and
assumptions involved in these uncertainties is big, management cannot make a reliable estimate of the
amounts by which the carrying amounts of assets and liabilities of the Company may be affected.

The future economic direction of the Republic of Armenia is largely dependent upon the effectiveness
of economic, financial and monetary measures undertaken by the Government, together with tax,
legal, regulatory, and political developments.



“FINCA” UCO CJSC
Notes to the Financial Statements for the Year Ended 31 December 2010
(in Unites States Dollars)

Accordingly, the financial statements of the Company do not include the effects of adjustments, which
might have been considered necessary.

Currency transactions

Foreign currencies, in particular the USD, EUR and RUR, play a significant role in measuring economic
parameters of many business transactions in the Republic of Armenia.

The table below shows the exchange rates of Armenian Dram to USD:

Date uUsb
31 December 2010 363.44
31 December 2009 377.89
31 December 2008 306.73
31 December 2007 304.22
31 December 2006 363.50

Financial market transactions

In 2010 the international rating agency Fitch Ratings revised the Republic of Armenia outlook for long-
term ratings in local and foreign currencies: on 4 October 2010 Fitch Ratings confirmed the long term
foreign and local currency outlook as “stable” and confirmed the respective ratings at BB-.

Moody’s Investors Service confirmed the long-term foreign and local currency issuer ratings of Republic
of Armenia at Ba2.

As a result of the financial crisis in 2008 and 2009 Armenian enterprises and banks had difficulties in
obtaining borrowings and refinancing debts on the international and domestic capital markets. The
crisis also resulted in lower liquidity levels in the finance sector and very high uncertainty in the
domestic and foreign equity markets. Access to funding remains restricted for enterprises due to
tightened lending requirements and relatively high interest rates on borrowings, thereby hampering
further economic development, and can affect their ability to meet their obligations to the Company.

3.  Basis of Presentation
General principles

The financial statements of the Company are prepared in accordance with International Financial
Reporting Standards (IFRS). The Company maintains its accounting records in accordance with the
applicable legislation of the Republic of Armenia. These financial statements have been prepared on
the basis of those accounting records and adjusted as necessary in order to comply, in all material
respects, with IFRS.

Functional and presentation currency

These financial statements are presented in USD which is the Company’s presentation currency. The
functional currency of the Company is Armenian Dram (AMD).

Translation of financial statements denominated in functional currency into presentation currency is
performed as follow:

- Assets and liabilities are translated at the exchange rate at the reporting date,

- Income and expense are translated at the average annual rate -Share capital and other reserve
items of capital are translated at the historical rate

- The resulting differences are recognized directly into equity and are presented as a component
of comprehensive income referred as the “ Foreign Currency Translation Difference”.

Estimates and assumptions

The preparation of the financial statements requires the use of estimates and assumptions that affect
the reported amounts of assets and liabilities, disclosure of contingent assets and liabilities as at the
date of the financial statements preparation, and the reported amounts of revenues and expenses
during the reporting period. Issues that require best estimate and are most significant for the financial
statements are disclosed in Notes 4 and 7.



“FINCA™ UCO CJSC
Notes to the Financial Statements for the Year Ended 31 December 2010
(in Unites States Dollars)

Going concern

These financial statements reflect the Company’s management’s assessment of the impact of the
Armenian business environment on the operations and the financial position of the Company. The
future economic direction of the Republic of Armenia is largely dependent upon the effectiveness of
measures undertaken by the Government of the Republic of Armenia and other factors, including
regulatory and political developments which are beyond the Company’s control. The Company’s
management cannot predict the impact of the above factors on the financial position of the Company
in future. The accompanying financial statements do not include the adjustments associated with this
risk.

For prompt management of liquidity risk the Company regularly monitors external factors, which could
influence the Company’s liquidity level, and forecasts cash flows. For the medium- and long-term
liquidity risk management the Company analyses maturity mismatches of assets and liabilities. To
reduce its risk exposure the Company sets liquidity gap limits. The set limits are periodically reviewed
due to the changing external and internal environment.

To maintain the required liquidity level the Company can attract additional funds from the
international and local financial lending markets. Diversification of liquidity sources allows to minimise
the Company’s dependence on any source and ensure full satisfaction of its liabilities. A sufficient
current liquidity cushion accumulated by the Company and the available sources of additional fund-
raising allow the Company to continue its operations as a going concern on a long-term basis.

Changes in Accounting Policies

The accounting policies adopted are generally consistent with those of the previous financial year. The
Company has changed its internal loan loss provision methodology since 1 January 2010. The new
methodology utilizes migration analysis of loan losses during last two years (Note 7).

in the current year the Company has adopted all of the new and revised Standards and Interpretations
issued by the International Accounting Standards Board (the “lIASB”) and International Financial
Reporting Interpretations Committee (the “IFRIC”) of the IASB that are relevant to its operations and
effective for annual reporting periods beginning on 1 January 2010.

The standards and interpretations which have not effected on the financial statements are presented
below:

Adoption of IFRS 3 Business Combinations (Revised 2008)

The revised standard on business combinations (IFRS 3R) introduced major changes to the accounting
requirements for business combinations. it retains the major features of the purchase method of
accounting, now referred to as the acquisition method. The most significant changes in IFRS 3R that
had an impact on the acquisition in 2010 are as follows:

- acquisition-related costs of the combination are recorded as an expense in the income
statement. Previously, these costs would have been accounted for as part of the cost of the
acquisition;

- any contingent consideration is measured at fair value at the acquisition date. If the contingent
consideration arrangement gives rise to a financial liability, any subsequent changes are
generally recognized in profit or loss. Previously, contingent consideration was recognized only
once its payment was probable and changes were recognized as an adjustment to goodwill;

the measurement of assets acquired and liabilities assumed at their acquisition-date fair values
is retained. However, IFRS 3R includes certain exceptions and provides specific measurement
rules;

- There is a choice on the non-controlling interest in the acquiree either at fair value or at the
non-controlling interest’s proportionate share of the acquiree’s net assets (choose as
appropriate for an entity);

- The revised standard requires goodwill to be determined only at the acguisition date rather
than at the previous stages,



“FINCA” UCO CJSC
Notes to the Financial Statements for the Year Ended 31 December 2010
(in Unites States Dollars)

Adoption of I1AS 27 Consolidated and Separate Financial Statements {Revised 2008)

The adoption of IFRS 3R required that the revised IAS 27 (IAS 27R) is adopted at the same time. 1AS 27R
introduced changes to the accounting requirements for transactions with non-controlling (formerly
called 'minority’) interests and the loss of control of a subsidiary. This standard requires that the
effects of all transactions with non-controlling interests to be recorded in equity if there is no change
in control and these transactions will no longer result in goodwill or gains and losses. The standard also
specifies the accounting when control is lost. Any remaining interest in the entity is re-measured to fair
value, and a gain or loss is recognized in profit or loss. IAS 27 (revised) has had no impact on the
current period, as none of the non-controlling interests have a deficit balance; there have been no
transactions whereby an interest in an entity is retained after the loss of control of that entity, and
there have been no transactions with non-controlling interests. These changes are applied
prospectively (change as appropriate for the entity).

IFRS 2(Amendment) Share-based payment-Group Cash-settled Share-based Payment Transactions

The main purpose of the Amendments to IFRS 2 is to specify the accounting, in the financial statements
of an entity that receives goods or services from its suppliers (including employees), for similar
arrangements that are share-based and cash-settled when the entity itself does not have any obligation
to make the required payments to its suppliers. IFRS 2 (Amendment) will be applied retrospectively for
annual periods beginning on or after 1 January 2010.

IAS 39(Amendment) Financial Instruments: Recognition and Measurement-Eligible hedged items

The final amendments addressed only the designation of a one-sided risk in a hedged item, and the
designation of inflation as a hedged risk or portion in particular situation. The amendment clarifies
that an entity is permitted to designate a portion of the fair value changes or cash flow variability of a
financial instrument as a hedged item. (effective from 1 July 2009).

Amendments to IFRIC 9 and IAS 39-Embedded derivatives. (effective from 1 July 2009).

The Amendment is consequential upon the changes made to IAS 39 in October and November 2008
permitting the reclassification of non-derivative financial assets out of the fair value through profit or
loss category in some circumstances. The Amendment clarifies that:

- If an entity transfers a financial asset out of the fair value through profit or loss category in
accordance with the previous IAS 39 amendments, it must assess whether the financial asset
contains an embedded derivative that is required to be separated from the host contract;

- This assessment is based on circumstances that existed when the entity first became party to
the contract (not the date of the reclassification);

- If the financial asset contains an embedded derivative that is required to be separated, but
the entity is unable to measure the derivative reliably, it is prohibited from reclassifying the
asset. (if applicable).

IFRIC 17 Distributions of Non-cash Assets to Owners

This Interpretation provides guidance on the appropriate accounting treatment when an entity
distributes assets other than cash as dividends to shareholders. This Interpretation is effective for
annual periods beginning on or after 1 July 2009.

IFRIC 18 Transfers of Assets from Customers

Applies to agreements in which an entity receives an item of property and equipment from a customer
that the entity must then use to connect the customer {0 a network, or to provide the customer with
ongoing access to a supply of goods or services, or both. It also applies to agreements in which an
entity receives cash that must be used only to construct or acquire property and equipment that must
be used for those purposes. IFRIC 18 will be applied prospectively to transfers of assets received on or
after 1 July 2009.



“FINCA” UCO CJSC
Notes to the Financial Statements for the Year Ended 31 December 2010
(in Unites States Dollars)

IFRSs and IFRIC interpretations which became effective

The accounting policies adopted are generally consistent with those of the previous financial year.
Listed below are those amended standards and interpretations which became effective and which are
or in the future could be relevant to the Company operations:

IAS 1 “Presentation of Financial Statements” (effective for annual periods beginning on or after
1 January 2010). The main amendment is the change in classification of the liability component
of a convertible instrument as current or non-current.

IAS 7 “Statement of Cash Flows” (effective for annual periods beginning on or after
1 January 2010). The revised Standard (paragraph 16) requires that only expenditures that
result in a recognised asset can be classified as a cash flow from investing activities.

IAS 17 “Leases” (effective for annual periods beginning on or after 1 January 2010). The
classification of the land and building elements as finance or operating lease should be made
separately for each element and should follow the general lease classification guidance. For
classification of land leases all factors provided for other lease contracts should be considered.

IAS 36 “Impairment of assets” (effective for annual periods beginning on or after 1 January
2010). According to the revised Standard, each cash-generating unit or group of units to which
goodwill is allocated shall not be larger than an operating segment before aggregation.

IAS 39 “Financial Instruments: Recognition and Measurement” (effective for annual periods
beginning on or after 1 January 2010). The key areas of amendments included treatment of
loan prepayment penalties as closely related embedded derivatives, scope exemption for
business combination contracts and cash flow hedge accounting.

IFRS 2 “Share-based Payment” (effective for annual periods beginning on or after 1 January
2010). The changes relate to treatment of transactions involving share-based payments within
the scope of this IFRS. Additional paragraphs were introduced to regulate share-based
payments between the Group entities.

IFRS 3 “Business Combinations” (effective for annual reporting periods beginning on or after
1 July 2009). The main amendments clarify measurement of goodwill and non-controlling
interest.

IFRS 5 “Non-current Assets Held for Sale and Discontinued Operations” (effective for annual
periods beginning on or after 1 January 2010). The scope of IFRS 5 has been clarified to make it
clear that only the disclosures specified in IFRS 5 are applicable to non-current assets (or
disposal groups) classified as held for sale, and to discontinued operations.

IFRIC 19 “Extinguishing Financial Liabilities with Equity Instruments” (effective for annual
periods beginning on or after 1 July 2010). This IFRIC provides guidance on treating settlement
of a financial liability through additional issue of an entity’s own equity to the creditor.

IAS 38 “Intangible Assets” (effective for annual periods beginning on or after 1 July
2009).Clarifies the description of valuation techniques commonly used by entities when
measuring the fair value of intangible assets acquired in a business combination that are not
traded in active markets.

IFRSs and IFRIC interpretations not yet effective

The Company has not applied the following IFRSs and Interpretations of the International Financial
Reporting Interpretations Committee (IFRIC) that have been issued but are not yet effective:

&

IAS 1 “Presentation of Financial Statements” (effective for annual periods beginning on or after
1 January 2011). The main amendments clarify disclosures in the statement of changes in
equity.

IAS 24 (amended in 2009) “Related Party Disclosures” (effective for annual periods beginning
on or after 1 January 2011). This standard is a revised version of IAS 24 {amended in 2003). The
main objectives of this Standard are as follows:

- disclosure exemption for entities that are controlled, jointly controlled or significantly
influenced by the state or government bodies (government-related entities );



“FINCA” UCO CJsSC
Notes to the Financial Statements for the Year Ended 31 December 2010

(in Unites States Dollars)

- clarification of definition of a related party and related party transaction to improve the
understanding and remove contradictions.

« IFRS 7 “Financial instruments: Disclosure” (effective for annual periods beginning on or after
1 January 2011). The changes refer to disclosure of qualitative and quantitative information
about the nature and size of risks arising from financial instruments.

+ [FRS 9 “Financial Instruments” (effective for annual periods beginning on or after 1 January
2013) was issued in November 2009 as the first part of phase 1 of the project to replace IAS 39
and replaces those parts of IAS 39 that relate to recognition and measurement of financial
assets. The main principles of the Standard are as follows:

- classification of financial assets on the basis of the entity’s business model for managing the
financial assets and the contractual cash flow characteristics of the financial asset;

- initial measurement of the financial asset at fair value, plus, in case of a financial asset not
at fair value through profit or loss, particular transaction costs;

- subsequent measurement of the financial asset at amortised cost or fair value.

The Company is currently assessing the adoption of this IFRS, the impact of application of this
IFRS on the Company and the timing of its adoption.

s {FRIC 13 “Customer Loyalty Programs” {(effective for annual periods beginning on or after
1 January 2011). This IFRIC addresses measurement of award credits by reference to fair value.

+ |FRIC 14 “The Limit on a Defined Benefit Asset(s), Minimum Funding Requirements and their
interaction” (effective for annual periods beginning on or after 1 January 2011). The main
amendments address treatment of prepayments of minimum contributions.

Effect of changes in the presentation format
Reclassification

The following changes have been made by the Company in the corresponding figures of the statement
of financial position as at 31 December 2009 to conform to the 2010 presentation format:

Financial
statement Adjusted data Amount of
ltem data for 2009 for 2009 adjustment Comments
Amounts due from other L
financial institutions 4454474 2534690 (819784)  Reclassification of bank
current accounts to Cash
Cash and cash equivalents 38 122 857 906 819 784 and Cash Equivalents
Other assets 146 395 99 308 (57 071) Netting of commissions
against the loan principal
Amounts due to other amount, received from non-
financial institutions 16 180 212 15033125 {57 071) resident banks
Amounts due from other
financial institutions 4 454 474 2534690 (1090016)
Amounts due to other Netting of swap asset
financial institutions 16 180 212 15033 125 (1090 016 against liability
Amounts due from other Reclassification of swap
financial institutions 4 454 474 2534 690 {9 984) asset from Amounts due
from other financial
Other assets 146 395 99 308 9 984 institutions to Other assels
Share capital 3275 580 3751 918 (23 662) Adjustment of the increase
in share capital (due to
changes of the currency
translation rate: from the
Foreign currency translation date of receipt of funds to
reserve 181 670 205 332 23667 CBA registration date)

The data for the year 2009 in the statement of cash flows were adiusted to reflect the corrections in
the comparative information for the year 2009 in the statement of financial position.
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4,  Summary of Significant Accounting Policies
Cash and cash equivalents

Cash and cash equivalents are assets, which can be converted into cash within a day and consist of cash
on hand, correspondent and current account balances of the Company, and balances on the
exchanges’ settlement accounts. All other interbank placements are included in amounts due from
other financial institutions. Amounts, which relate to funds that are of a restricted nature, are
excluded from cash and cash equivalents.

Financial assets
The Company classifies its financial assets in the following categories:
- financial assets at fair value through profit or loss;

- loans and receivables (this category includes due from other financial institutions and loans to
customers).

The Company determines the classification of its financial assets at initial recognition. Classification of
financial assets at initial recognition depends on the purpose for which they were acquired and their
characteristics.

Initial recognition of financial instruments

The Company recognises financial assets and financial liabilities in its statement of financial position
when it becomes a party to the contractual obligation of the financial instrument. Regular way
purchases and sales of the financial assets and liabilities are recognised using settlement date
accounting.

All financial assets are initially recognised at fair value plus, in the case of a financial asset not at fair
value through profit or loss, transaction costs that are directly attributable to acquisition or issue of
the financial asset.

Fair value measurement

The fair value of financial instruments traded on the active market as at the reporting date is
determined based on the market or dealers’ quotations including transaction costs.

If a quoted market price is not available, the fair value of financial assets and financial liabilities
recorded in the statement of financial position is estimated using various valuation techniques,
including mathematical models. Where mathematical models are used, inputs are based on observable
market data or judgement.

Judgement is based on the time value of money, credit risk level, volatility of the instrument, market
risk level and other applicable factors.

Amortised cost of financial instruments

The amortised cost of a financial asset or financial liability is the amount at which the financial asset
or financial liability is measured at initial recognition minus principal repayments, plus or minus the
cumulative amortisation using the effective interest method of any difference between that initial
amount and the maturity amount, and minus any reduction {(directly or through the use of an allowance
account) for impairment or uncollectibility,

The effective interest method is a method of calculating the amortised cost of a financial asset or a
financial Hability {or group of financial assets or financial liabilities) and of allocating the interest
income or interest expense over the relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash payments or receipts through the expected life of the financial
instrument or, when appropriate, a shorter period to the net carrying amount of the financial asset or
financial lability. When calculating the effective interest rate, the Company shall estimate cash flows
considering all contractual terms of the financial instrument {(for example, prepayment, call and
similar options} but shall not consider future credit losses. The calculation includes all fees and points
paid or received between parties to the contract that are an integral part of the effective interest
rate, transaction costs, and all other premiums or discounts. There is a presumption that the cash
flows and the expected life of a group of similar financial instruments can be estimated reliably.
However, in those rare cases when it is not possible to estimate reliably the cash flows or the expectad
Ufe of a financial instrument {(or group of financial instruments), the Company shall use the

15



“FINCA” UCO CJSC
Notes to the Financial Statements for the Year Ended 31 December 2010
(in Unites States Dollars)

contractual cash flows over the full contractual term of the financial instrument (or group of financial
instruments).

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset, or part of a group of similar
financial assets) is derecognised where:

- the rights to receive cash flows from the asset have expired;

-~ the Company has transferred its rights to receive cash flows from the asset, or retained the
right to receive cash flows from the asset, but has assumed an obligation to pay them in full
without material delay to a third party; and

- the Company either has transferred substantially all the risks and rewards of the asset, or has
neither transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset. If the transferee has no practical ability to sell the asset in its
entirety to an unrelated third party without needing to impose additional restrictions on the
transfer, the Company has retained control.

Where the Company has transferred its rights to receive cash flows from an asset and has neither
transferred nor retained substantially all the risks and rewards of the asset nor transferred control of
the asset, the asset is recognised to the extent of the Company’s continuing involvement in the asset.
Continuing involvement that takes the form of a guarantee over the transferred asset is measured at
the lower of the original carrying amount of the asset and the maximum amount of consideration that
the Company could be required to repay.

When continuing involvement takes the form of a written and/or purchased option (including a cash-
settled option or similar provision) on the transferred asset, the extent of the Company’s continuing
involvement is the amount of the transferred asset that the Company may repurchase, except that in
the case of a written put option (including a cash-settled option or similar provision) on an asset
measured at fair value. In this case the extent of the Company’s continuing involvement is limited to
the lower of the fair value of the transferred asset and the option exercise price.

Financial assets at fair value through profit or loss

Derivative financial instruments including foreign exchange contracts, currency and interest rate
swaps, as well as other derivative financial instruments with positive fair value other than derivative
instruments designated and effective as hedges are initially recorded in the statement of financial
position at cost (including transaction costs) and subsequently remeasured at their fair value. Fair
values are obtained from quoted market prices, cash flow discounting models or option/swap price
models at year end, depending on the type of transaction.

Changes in the fair value of derivative financial instruments are included in gains less losses from
dealing in foreign currency.

Amounts due from other financial institutions

In the normal course of business, the Company places funds for various periods of time with banks.
Amounts due from other financial institutions with a fixed maturity term are not intended for
immediate or short-term trading and are measured at amortised cost using the effective interest
method. Those that do not have fixed maturities are carried at amortised cost calculated based on
expected maturity.

ioans to customers

Loans to customers include non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market, other than:

- those that the entity intends to sell immediately or in the near term, which shall be classified
as held for trading, and those that the entity upon initial recognition designates as at fair value
through profit or loss;

- those that the entity upon initial recognition designates as available for sale;

—  those for which the holder may not recover substantially all of its initial investment, other than
because of credit deterioration, which shall be classified ag available for sale.
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Loans to customers are initially recorded at cost, which is the fair value of the consideration given.
Subsequently, they are carried at amortised cost using the effective interest method less provision for
loan impairment.

Loans to customers are recorded when cash is advanced to borrowers.
The Company does not acquire loans from third parties.
Impairment of financial assets

The Company assesses on each closing date whether there is any objective evidence that the value of
a financial asset item or group of items has been impaired. Impairment losses are recognised in the
statement of comprehensive income as they are incurred as a result of one or more events that
occurred after the initial recognition of the asset (a 'loss event') and that loss event (or events) has an
impact on the amount or timing of the estimated future cash flows of the financial asset or group of
financial assets that can be reliably estimated. 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.

Impairment of amounts due from other financial institutions and loans to customers

For amounts due from other financial institutions and loans to customers carried at amortised cost, the
Company first assesses whether objective evidence of impairment exists individually for financial
assets that are individually significant or collectively for financial assets that are not individually
significant.

Objective evidence that due from other financial institutions and loans to customers are impaired
includes observable data about the following events in respect of individually significant financial
assets:

- default in any payments due;

~  significant financial difficulty of the borrower supported by financial information at the
Company’s disposal;

— it becoming probable that the borrower will enter bankruptcy or other financial reorganisation;
— worsening national or local economic environment affecting the borrower;
—  breach of contract, such as a default or delinquency in interest or principal payments;

— the lender, for economic or legal reasons relating to the borrower's financial difficulty,
granting to the borrower a concession that the lender would not otherwise consider.

Assets that are individually assessed for impairment and for which an impairment loss is recognised are
not included in a collective assessment of impairment.

If the Company determines that no objective evidence of impairment exists for an individually
assessed financial asset, it includes the asset in a group of financial assets with similar credit risk
characteristics and collectively assesses them for impairment.

For the purpose of a collective evaluation of impairment, financial assets are grouped on the basis of
similar credit risk characteristics such as asset type, loan product type, payment status and other
relevant factors. The characteristics chosen are relevant to the estimation of future cash flows for
groups of such assets by being indicative of the borrowers’ ability to pay all amounts due according to
the contractual terms of the assets being evaluated.

The main criterion used for determining objective evidence of loss from impairment of due from other
financial institutions and loans to customers representing coliectively measured financial assets is
availability of observable data indicating that there is a measurable decrease in the estimated future
cash flows from a group of financial assets since the initial recognition of those assets, although the
decrease cannot yet be identified with the individual financial assets in the group.

Such information may include adverse changes in the payment status of borrowers in the group {for
example, an increased number of delayed payments) national or local economic conditions that
correlate with defaults on the assets in the group (for example, an increase in the unemployment rate
in the geographical area of the borrowers, a decrease in property prices for mortgages in the relevant

17



“FINCA” UCO CJSC
Notes to the Financial Statements for the Year Ended 31 December 2010
(in Unites States Dollars)

area, a decrease in oil prices for loan assets to oil producers, or adverse changes in industry conditions
that affect the borrowers in the group).

If there is objective evidence that an impairment loss has been incurred, the amount of the loss is
measured as the difference between the asset’s carrying amount and the present value of estimated
future cash flows. The carrying amount of the asset is reduced through the use of the provision account
and the amount of the loss is recognised in the statement of comprehensive income.

The present value of the estimated future cash flows is discounted at the financial asset’s original
effective interest rate. If a loan has variable interest rate, the discount rate for measuring any
impairment loss is the current effective interest rate. The calculation of the present value of the
estimated future cash flows of a collateralised financial asset reflects the cash flows that may result
from foreclosure less costs for obtaining and selling the collateral, whether or not foreclosure is
probable.

Loans that have not been individually assessed are then included in the group of loans that are
collectively assessed for impairment. The collectively assessed loans are grouped based on similar
credit risk characteristics and on their past-due status and assessed accordingly. The collectively
assessment methodology strives to ensure the provision for impairment reflects the loss events that
have occurred, but have not yet been identified on an individual loan basis.

The process uses a combination of historical data and current observable data that reflect the existing
situation and how it may affect the current loan portfolio. Historical data used is a set of actual loss
rates calculated using the historical loan loss migration analysis. Existing economical data includes
actual rates. Using these data sets as inputs, the management then determines the new set of rates to
be used for the next 6 month period.

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 recognised (such as improvement in
the debtor’s credit rating), the previously recognised impairment loss is reversed by adjusting the
allowance account in the statement of comprehensive income.

Uncollectible assets are written off against the related allowance for impairment after all the
necessary procedures to recover the asset in full or in part have been completed and the final amount
of the loss has been determined. The carrying value of impaired financial assets is not reduced
directly.

Financial liabilities
Financial liabilities are classified as financial liabilities carried at amortised cost.

Initially, a financial Hability is measured by the Company at its fair value plus transaction costs that
are directly attributable to the acquisition or issue of the financial liability.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or
expires.

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,
and the difference in the cost of the liability is recognised in the statement of comprehensive income.

Financial liabilities carried at amortised cost

Financial Uabilities carried at amortised cost include due to other financial institutions and
Subordinated debt.

Due to other financial institutions. Due to other financial institutions are recorded when cash or other
assets are advanced to the Company by counterparty financial institutions.

Subordinated debt. Subordinated debt include subordinated loans received by the Company and are
recorded from the moment the funds are advanced to the Company.

Offsetting of financial instruments

Financial assets and liabilities are offset and the net amount is reported in the statement of financial
position only when there is a legally enforceable right to offset the recognised amounts, and there is
an intention to either settle on a net basis, or to realise the asset and settle the Uability
simultanecusly.
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Property and equipment

Property and equipment are stated at cost, as described below, less accumulated depreciation and
impairment provision.

At each reporting date the Company assesses whether there is any indication of impairment of
property and equipment. If any such indication exists, the Company estimates the recoverable
amount, which is determined as the higher of an asset’s fair value less costs to sell or its value in use.
Where the carrying amount of property and equipment is greater than their estimated recoverable
amount, it is written down to their recoverable amount and the difference is charged as impairment
loss to the statement of comprehensive income.

Gains and losses on disposal of property and equipment are determined by reference to their carrying
amount and recorded as operating expenses in the statement of comprehensive income.

Repairs and maintenance are charged to the statement of comprehensive income when the expense is
incurred.

Depreciation

Depreciation of property and equipment commences from the date the assets are ready for use.
Depreciation is charged on a straight line basis over the estimated useful lives of the assets:

- Communication devices and computers — 3 years;
—  Office equipment — 5 years;

~  Vehicles — 5 years;

~  QOther fixed assets — 5 years.

Leasehold improvements are capitalized and depreciated over the period of ten years on a straight-line
basis. Assets under the course of construction are not depreciated.

The residual value of an asset is the estimated amount that the Company would currently obtain from
disposal of the asset less the estimated costs of disposal, if the asset were already of the age and in
the condition expected at the end of its useful life. The assets residual values and useful lives are
reviewed, and adjusted if appropriate, at each reporting date.

Intangible assets
Intangible assets include computer software and licenses.

Intangible assets acquired separately are measured on initial recognition at cost. Following initial
recognition, intangible assets are carried at cost less any accumulated amortization and any
accumulated impairment losses. The useful lives of intangible assets are assessed to be either finite or
indefinite. Intangible assets with finite lives are amortized on a straight-line basis over the useful
economic lives of 10 years and assessed for impairment whenever there is an indication that the
intangible asset may be impaired. Amortization periods and methods for intangible assets with finite
useful lives are reviewed at least at each financial year-end.

intangible assets with indefinite useful lives are not amortized, but tested for impairment annually
either individually or at the cash-generating unit level. The useful life of an intangible asset with an
indefinite life is reviewed annually to determine whether indefinite life assessment continues to be
supportable,

Costs associated with maintaining computer software programs are recorded as an expense as incufred.
Operating lease - the Company as lessee

Leases of property under which the risks and rewards of ownership are effectively retained with the
lessor are classified as operating leases. Lease payments under operating lease are recognised as
expenses on a straight-line basis over the lease term and included into operating expenses.

Share capital

Ordinary shares are classified as share capital. The share capital is stated at original cost. Non-cash
cantributions in the share capital are recorded at fair value of contributed assets at the date the
contribution is made. External costs directly attributable to the issue of new shares, other than on a
business combination, are shown as a deduction in equity from the proceeds.
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Dividends

Dividends are recognised as a liability and deducted from shareholders’ equity at the reporting date
only if they are declared before or on the reporting date. Information on dividends is disclosed in the
subsequent events note. Net profit of the reporting year reflected in the statutory financial statements
is the basis for payment of dividends and other appropriations.

Dividends are accrued upon their approval by the General Meeting of Shareholders and reflected in the
financial statements as distribution of profit.

Taxation

Income tax on the profit for the year comprises current and deferred tax. Income tax is recognized in
the statement of comprehensive income except to the extent that it relates to items recognized
directly in comprehensive income, in which case it is recognized in comprehensive income.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantially enacted at the balance sheet date, and any adjustment to tax payable in respect of
previous years.

Deferred tax assets and liabilities are calculated in respect of temporary differences using the liability
method. Deferred income taxes are provided for all temporary differences arising between the tax
bases of assets and liabilities and their carrying values for financial reporting purposes, except where
the deferred income tax arises from the initial recognition of goodwill or of an asset or liability in a
transaction that is not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss.

A deferred tax asset is recorded only to the extent that it is probable that taxable profit will be
available against which the deductible temporary differences can be utilized. Deferred tax assets and
liabilities are measured at tax rates that are expected to apply to the period when the asset is realized
or the liability is settled, based on tax rates that have been enacted or substantively enacted at the
balance sheet date.

Deferred income tax is provided on temporary differences arising on investments in subsidiaries,
associates and joint ventures, except where the timing of the reversal of the temporary difference can
be controlled and it is probable that the temporary difference will not reverse in the foreseeable
future.

The Republic of Armenia alsc has various operating taxes, which are assessed on the Company’s
activities. These taxes are included as a component of other expenses in the statement of
comprehensive income.

Income and expense recognition

Interest income and expense are recorded in the statement of comprehensive income for all financial
instruments on an accrual basis using the effective interest method. The effective interest method is a
method of calculating the amortised cost of a financial asset or a financial liability and of allocating
the interest income or interest expense over the relevant period. The effective interest rate is the rate
that discounts estimated future cash payments or receipts through the expected life of the financial
instrument to the net carrying amount of the financial asset or financial liability. When calculating the
effective interest rate, the Company estimates cash flows considering all contractual terms of the
financial instrument, but does not consider future credit losses. The calculation includes all
commissions and fees paid or received by the parties to the contract that are an integral part of the
effective interest rate, transaction costs, and all other premiums or discounts.

When loans become doubtful of collection, they are written down o their recoverable amounts and
interest income is thereafter recognised based on the rate of interest that was used to discount the
future cash flows for the purpose of measuring the recoverable amount.

Fees, commissions and other income and expense items are recorded on an accrual basis after the
service is provided.

Emplovee benefits and social insurance contributions

The Company pays social tax on the territory of the Republic of Armenia. These contributions are
recorded on an accrual basis. Social tax comprises contributions to the state budget in respect of the
Company’s employees. These expenses are recognised as incurred and are included in staff costs. The
Company does not have pension arrangements separate from the state pension system of the Republic
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of Armenia. Wages, salaries, contributions to the Republic of Armenia state budget, paid annual leaves
and paid sick leaves, bonuses and non-monetary benefits are accrued as the Company’s employees
render the related service

Foreign currency

Foreign currency transactions are initially translated into the functional currency at the Central Bank
of Armenia exchange rate in effect at the transaction date. Monetary assets and liabilities denominated
in foreign currencies are translated into the functional currency at the Central Bank of Armenia
exchange rate ruling at the reporting date. Foreign exchange gains and losses resulting from translation
are recorded in the statement of comprehensive income within foreign currency translation gains less
losses. Non-monetary items denominated in foreign currency and carried at cost are restated at the
exchange rate of Central Bank of Armenia in effect at the transaction date. Non-monetary items
denominated in foreign currency and carried at fair value are restated at the exchange rate in effect at
the date the fair value is determined.

Gains and losses from purchase and sale of foreign currency are determined as a difference between
the selling price and the carrying value at the transaction date.

5. Cash and Cash Equivalents

Cash and Cash Equivalents comprise cash on hand and amounts due from other financial institutions,
which can be converted into cash at short notice and which are subject to an insignificant risk of
changes in value.

2010 2009 2008

Placements with financial institutions 368 831 819784 132990
Cash on hand 3954 38122 14 045
Total cash and cash equivalents 372785 857906 147035

Placements with financial institutions are represented by the current accounts with banks. As at 31
December 2010 the Company had current accounts opened in 4 banks: HSBC Bank Armenia, ACBA -
Credit Agricole Bank, Ardshininvestbank and Armswissbank(2009: 5 banks).

6. Amounts due from other financial institutions

2010 2009 2008
Deposits with banks 1166 226 2 534 690 600 381
Other amounts 504 - 108
Total due from other financial institutions 1166 730 2534 690 600 489

Amounts due from other financial institutions as at 31 December 2010 were represented by deposits
placed with local bank: ACBA-Credit Agricole Bank (2009: deposits placed with ACBA-Credit Agricole
Bank]).

The credit quality analysis of due from other financial institutions as at 31 December 2010 and 2009
has shown that all the above classes of due from other financial institutions have similar characteristics
and low credit risk.

7. Loans to customers

2010 2009
individual loans 11218752 8 811 826
Rural loans 7994221 6216 868
Group loans 6319 102 4147 751
Loans to FINCA International, Inc. - 704 372
Less allowance for {oan impairment {172 456) {337 805)
Total loans to customers 25 359 619 19553012

As of 31 December 2010 accrued interest income included in loans amounted to USD 471 585 (2009:
UsD 146 188).
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Loan to FINCA International, Inc. is a short term loan provided in 2009 to the Company’s shareholder at
9.5% interest rate p.a.

Movements in the provision for impairment of loans to customers for 2010 and 2009 are as follows:

Individual loans  Rural loans  Group loans Total
Provision for impairment of loans to
customers as at 1 January 2009 142 815 68 663 103 199 314 677
Provision for impairment during 2009 176 310 41 593 (2 466) 215 437
Loans written off during 2009 as
uncollectible (128 174) (20 555) (50 925) (199 654)
Recoveries 24 677 7 765 37 471 69 913
Currency translation effect (29 708) (14 044) (18 816) (62 568)
Provision for impairment of loans to
customers as 31 December 2009 185 920 83 422 68 463 337 805
Provision for impairment during 2010 25532 35 414 1990 62 936
Loans written off during 2010 as
uncollectible (163 558) {74 854) (47 176) (285 588)
Recoveries 31 465 1950 15 348 48 763
Currency translation effect 4394 2263 1883 8 540
Provision for impairment of loans to
customers as 31 December 2010 83 753 48 195 40 508 172 456

The Company has changed its internal loan loss provision methodology since 1 January 2010. The new
methodology utilizes migration analysis of loan losses during last two years. The initial statistical
anatysis of the data for the last two years produced a set of historical loss rates. These historical loss
rates served as a basis for loss provisioning rate setting and resulted in some recovery of provision in
2010.

As at 31 December 2010 and 31 December 2009 there were no impaired loans, that should be assessed
for impairment on an individual basis.

Below is the credit quality analysis of loans as at 31 December 2010:

Ratio of
impairment
provision to total
Loans before Loans less loans before
impairment Impairment impairment impairment
provision provision provision provision
individual loans

Collectively impaired loans
Current loans {not past due) 11 165 439 69 073 11 096 366 0.6%
1 to 30 days overdue 10772 562 10 210 5.2%
30 to 60 days overdue 3372 404 2 968 12.0%
60 to 90 days overdue 3 385 484 2 901 14,3%
90 to 180 days overdue 18774 31235 15 539 17.2%
over 180 days overdue 17 010 9 995 7 015 58.8%
Total Individual loans 11 218 752 83 753 1t 134 999 0.7%
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Ratio of
impairment

provision to total

Loans before Loans less loans before
impairment Impairment impairment impairment
provision provision provision provision
Rural loans
Collectively impaired loans
Current loans (not past due) 7 979 498 46 042 7 933 456 0.6%
1 to 30 days overdue 3511 171 3 340 4.9%
30 to 60 days overdue 5 457 610 4 847 11.2%
60 to 90 days overdue 1970 263 1707 13.3%
90 to 180 days overdue 2 491 400 2 091 16.1%
over 180 days overdue 1294 709 585 54.8%
Total rural loans 7 994 221 48 195 7 946 026 0.6%
Group loans
Collectively impaired loans
Current loans (not past due) 6 304 242 36 840 6 267 402 0.6%
1 to 30 days overdue 1943 96 1847 4.9%
30 to 60 days overdue 3625 411 3214 11.3%
90 to 180 days overdue 5090 828 4262 16.3%
over 180 days overdue 4202 2 333 1 869 55.5%
Total group loans 6 319 102 40 508 6 278 594 0.6%
Total loans to customers 25 532 075 172 456 25 359 619 0.7%
Below is the credit quality analysis of loans as at 31 December 2009:

Ratio of
impairment
provision to

total loans
Loans before Loans less before
impairment Impairment impairment impairment
provision provision provision provision
Individual loans

Collectively impaired loans
Current loans (not past due) 8 609 902 86 874 8523028 1.0%
1 to 30 days overdue 22 420 2 261 20 159 10.1%
30 to 60 days overdue 12776 1289 11 487 10.1%
60 to 90 days overdue 12 204 1230 10974 10.1%
90 to 180 days overdue 47 926 9 666 38 760 20.2%
over 180 days overdue 716 598 84 600 31 998 72.6%
Total Individual loans 8821828 185 920 8 635 906 2.1%
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Ratio of
impairment
provision to

total loans
Loans before Loans less before
impairment Impairment impairment impairment
provision provision provision provision
Rural loans
Collectively impaired loans
Current loans (not past due) 6114514 58 469 6 056 045 1.0%
1 to 30 days overdue 8754 837 7917 9.6%
30 to 60 days overdue 31186 2982 28 204 9.6%
60 to 90 days overdue 11 691 1118 10573 9.6%
90 to 180 days overdue 27 268 5215 22 053 19.1%
over 180 days overdue 23 455 14 801 8 654 63.1%
Total rural loans 6 216 868 83 422 6 133 446 1.3%
Group loans
Collectively impaired loans
Current loans (not past due) 4074 884 472 175 4032709 1.0%
1 to 30 days overdue 11 647 1205 10 442 10.3%
30 to 60 days overdue 5830 603 5227 10.3%
60 to 90 days overdue 2 030 210 1820 10.3%
90 to 180 days overdue 25 581 5295 20 286 20.7%
over 180 days overdue 27779 18 975 8 804 68.3%
Total group loans 4 147 751 68 463 4 079 288 1.7%
Loans to FINCA International, Inc.
Unimpaired loans
Current loans (not past due) 704 372 704 372
Total loans to FINCA
International, Inc. 704 372 - 704 372 -
Total loans to customers 19 890 817 337805 19553012 1.7%

Collectively impaired loans include loans grouped in homogeneous pools of claims sharing common
characteristics in respect of risk exposure collectively assessed by the Company.

The Company’s policy