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Important notice and disclaimer
This report does not constitute an offer of units. No subscription can be
received on the basis of this annual report. Subscriptions are only valid if made
on the basis of the management regulations, supplemented by the latest
available annual report of the Fund.
Only the financial statements of Mikro Fund from pages 35 to 56, the financial
statements of Alternative from pages 75 to 95 and the financial statements of
Mikro Kapital Investment S.A. from pages 106 to 127 have been audited in
accordance with International Standards of Auditing (ISAs).
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I. Chairman’s note
Mikro Kapital Group

Dear Bondholders,

2017 ended in an environment of significant change in the financial markets. Post-Brexit tensions having been
placated, the European continent was struck with a wave of uncertainty as the Germans attempted to create a
functioning government after the elections. On both fronts, the stalemate due to the political situation
contributes to volatility in the financial markets and creates uncertainty over the medium term. In spite of global
uncertainty, 2017 proved to be a year of growth for Mikro Kapital and its funds (Alternative Fund and Mikro Fund)
. Total Assets Under Management exceeded 300 million euros for the first time, reaching a total of 341 million
euros. In 10 years of history, Mikro Kapital and its funds now have 556 investors in Europe and Russia. The
average ticket per investor is valued at around 430,000 euros.
On 30 October 2017, Mikro Kapital was registered as a signatory of the
United Nations supported Principles for Responsible Investment or
UNPRI. These principles were developed by some of the most important
institutional investors with an interest in reflecting and attributing valid
importance to the social and environmental impact of every type of
investment.
In particular, in this context of growth and development of activities,
Alternative Fund has extended its operating area to Tajikistan with the
acquisition of a stake in IMON International, one of the most developed
and prestigious microfinance businesses in Central Asia. After this
acquisition, in the fourth quarter of 2017, Alternative Fund had Assets
Under Management worth 41 million euros and an equity of 8.1 million
euros. The PAR30 remains at moderate values, as has been the case
throughout the history of Alternative, at 1.11%.
As for Mikro Fund, on the other hand, there was the important acquisition in October 2017 of Finca Russia, the second largest microfinance
institution in Russia, later renamed AO Mikro Kapital. In this manner,
Mikro Fund increased its market share in Russia, accounting for about
20% of the microcredit market for small and medium-sized Russian
companies. Furthermore, this acquisition helped diversify Mikro Fund's
loan portfolio, expanding its geographical area of operations to the
North Caucasus.
All this contributed to the continued growth of Mikro Fund also in the
fourth quarter of the year. Its equity reached 64.8 million euros, while its
Assets Under Management almost reached 300 million euros (295.9
million euros). The PAR30 remains moderate and constant, which was
around 2.1% also in the fourth quarter.

Despite the macro-economic scenario of volatility and uncertainty, once again the results have rewarded the choices and
strategies of Mikro Kapital's Management, who are focused on growth in new regions (Tajikistan and North Caucasus) and the
prudent development of the existing business. Always at the side of its investors, in 2018, the Management of Mikro Kapital
will continue to take on the challenges and opportunities that the markets present, combining business growth with the usual
prudence and transparency towards our loyal investors.

Yours faithfully,

Vincenzo Trani

Mikro Kapital Annual Report 2017
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II. Mikro Kapital Group
activity in 2017 - highlights
Mikro Kapital Group

AUM
ASSETS UNDER
MANAGAMENT

341.5
million
EUR

TOTAL
CLIENTS

29.277
NAV
NET ASSETS
VALUE

FINANCED
IN HISTORY

90.1
million
EUR

PAR30
AS %

1.58%

TOTAL
EMPLOYEES

784
OF
MIKRO KAPITAL
GROUP

OF
TOTAL INVESTMENTS
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III. Mikro Kapital Group
I.

HISTORY

Mikro Kapital Group

2008
Founded by Vincenzo Trani
and Giorgio Parola
2008
Launch of Mikro Fund
(Russia and Belarus)
2010
Authorized by Belarus
Central Bank
2011
Authorized by Russian
Central Bank
2016
Partnership with EBRD as
part of RSBF (Russian Small
Business Fund)

“Everything
starts from
Mikro”

2017
First credit line opened by
EBRD
2017
First credit line opened by
the German Sovereign Fund
MEF - Part of KfW Group
2017
Authorized by the Italian
Central Bank for Microfinance
Activity (ex tub 111)

Mikro Kapital Annual Report 2017
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III. Mikro Kapital Group
2.

MANAGEMENT TEAM IN 2017

Mikro Kapital Group

VINCENZO TRANI

Founder and President of Mikro Kapital
Since 2008

In banking since 1996, and in Moscow since 2000, Vincenzo Trani
has been developing key Russian micro financial programs for
eight years at the European Bank for Reconstruction and
Development, Banca Intesa (Russia) and for other Top 100
Russian banks, developing portfolios worth up to USD 300
million. In 2008 he founded Mikro Kapital with a strong focus on
providing microcredit to MSMEs in emerging countries. Since
2010 he is a board member of Mir Fund. He is Honorary Consul of
Republic of Belarus.

GIORGIO PAROLA
Founder and Vice President
Since 2008

After an initial experience in Italy with Intesa Group, he moved
to Russia in 2006 to work as a consultant for the EBRD. He then
worked for one of Russian Top 100 Banks where he was
responsible for starting up a division for the financing of small
and medium-sized enterprises. Co-Founder of Mikro Kapital and
former Director of Mikro Kapital Belarus branch, presently he is a
member of the Advisory Board.

EDOARDO ESERCIZIO
Member of the Advisory Board
Since 2008

With more than 40 years of experience in financial markets,
banking activities, and business finance, Esercizio began his
career at BCI, and then he moved to San Paolo Group, and later
to UBS WM Italia with responsibility for Italian key clients. In
2010 he became a manager at Banca Esperia (Mediobanca
Group).

Mikro Kapital Annual Report 2017
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III. Mikro Kapital Group
2.

MANAGEMENT TEAM IN 2017

Mikro Kapital Group

VITTORIO VOLPI

Chairman of the Advisory Board
Since 2009

An internationally renowned banker, he spent 30 years in Japan
holding leading positions for important banking groups, such as
BCI, SBC, and UBS. He served as the Chairman of UBS (Italia)
S.p.A. Today Volpi holds the position of Chairman at Parallels
Consulting in Lugano. He has written hundreds of articles and
several books.

STEFANO MAGAGNATO
Vice President
Since 2013

Theoretical physicist specialized in Econophysics, he started his
career in finance at Aletti Gestielle Alternative SGR as a risk
manager, then moved to Gottardo Asset Management SGR, a
firm of Banca del Gottardo specialized in hedge funds, first as
Risk Manager and then as Portfolio Manager and later to BSI
Bank. In 2013 he joined Mikro Kapital, where he contributed to
the development of the company.

SERGII DEMCHUK
Vice President
Since 2013

He started his banking career in 2005 as a loan officer at
Pro-Credit Bank Ukraine (under contract for development of
SME with EBRD). He was part of TACIS agreement with EU. Then
he worked in one of the top Russian banks, to the development
of small and medium size enterprises and in Swedbank Ukraine
where he managed branch network, retail and SME portfolio.

LUCA PELLEGRINI
Managing Director
Since 2017

Luca Pellegrini is a Managing Director at Mikro Kapital Luxembourg, responsible for the development of the Company in
Europe and Switzerland. Prior to joining Mikro Kapital in October
2017, he worked at GAM Capital Management AG as Head of
Institutional and Asset Managers Italy. Prior to GAM, he worked
as a Director within the Key Client team at UBS Wealth Management. Before that, he was a client relationship manager at Merrill
Lynch in California.
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III. Mikro Kapital Group
3.

STRUCTURE OF THE GROUP

Mikro Kapital Group

Luxembourg

Mikro
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Russia
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Belarus

Town
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Russia
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Kapital
Switzerland

Armenia
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Russia
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Russia

National

Mikro
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Romania
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Russia
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Russia
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Russia
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III. Mikro Kapital Group
3.

2017 CONSOLIDATED GROUP’S ACCOUNTS
Mikro Kapital Group

Assets
A. Subscribed capital unpaid
I. Subscribed capital not called
II. Subscribed capital called but not paid
B. Formation expenses
C. Fixed assets
I. Intangible assets
1. Costs of development
2. Concessions, patents, licences, trade marks and similar rights and assets if they were
a) acquired for valuable consideration and need not be shown under C I-3
b) created by the undertaking itself
3. Goodwill, to the extent that it was acquired for valuable consideration
4. Payments on account and intangible assets under development
II. Tangible assets
1. Land and buildings
2. Plant and machinery
3. Other fixtures and fittings, tools and equipment
4. Payments on account and tangible assets in the course of construction
III. Financial assets
1. Shares in affiliated undertakings
2. Loans to affiliated undertakings
3. Participating interests
4. Loans to undertakings with which the undertaking is linked by virtue of participating interests
5. Investments held as fixed assets
6. Other loans
D. Current Assets
I. Stocks
1. Raw materials and consumables
2. Work in progress
3. Finished goods and goods for resale
4. Payments on account
II. Debtors
1. Trade debtors
a) becoming due and payable after less than one year
b) becoming due and payable after more than one year
2. Amounts owed by affiliated undertakings
a) becoming due and payable after less than one year
b) becoming due and payable after more than one year
3. Amounts owed by undertakings with which the undertakings is linked by virtue of participating interests
a) becoming due and payable after less than one year
b) becoming due and payable after more than one year
4. Other debtors
a) becoming due and payable after less than one year
b) becoming due and payable after more than one year
III. Investments
1. Shares in affiliated undertakings
2. Own shares
3. Other investments
IV. Cash at bank and in hand
E. Prepayments and accrued income
TOTAL (ASSETS)

Mikro Kapital Annual Report 2017

AA
AAI
AAII
AB
AC
ACI
ACI1
ACI2
ACI2a
ACI2b
ACI3
ACI4
ACII
ACII1
ACII2
ACII3
ACII4
ACIII
ACIII1
ACIII2
ACIII3
ACIII4
ACIII5
ACIII6
AD
ADI
ADI1
ADI2
ADI3
ADI4
ADII
ADII1
ADII1a
ADII1b
ADII2
ADII2a
ADII2b
ADII3
ADII3a
ADII3b
ADII4
ADII4a
ADII4b
ADIII
ADIII1
ADIII2
ADIII3
ADIV
AE
ACTIF

December 31, 2017
0,00
0,00
0,00
0,00
198.979.632,73
36.994,61
0,00
36.994,61
36.994,61
0,00
0,00
0,00
73.847,79
0,00
0,00
73.847,79
0,00
198.868.790,33
187.436.186,04
0,00
0,00
0,00
11.431.104,29
1.500,00
142.534.942,98
0,00
0,00
0,00
0,00
0,00
90.145.745,29
72.333,45
72.333,45
0,00
79.686.949,07
14.605.500,92
65.081.448,15
0,00
0,00
0,00
10.386.462,77
7.791.744,29
2.594.718,48
43.521.486,27
0,00
0,00
43.521.486,27
8.867.711,42
835,95
341.515.411,66
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III. Mikro Kapital Group
3.

2017 CONSOLIDATED GROUP’S ACCOUNTS
Mikro Kapital Group

Capital, reserves and liabilities
A. Capital and reserves
I. Subscribed capital
II. Share premium account
III. Revaluation reserve
IV. Reserves
1. Legal reserve
2. Reserve for own shares
3. Reserves provided for by the articles of association
4. Other reserves, including the fair value reserve
a) other available reserves
b) other non available reserves
V. Profit or loss brought forward
VI. Result for the financial year
VII. Interim dividends
VIII. Investment subsidies
B. Provisions
1. Provisions for pensions and similar obligations
2. Provisions for taxation
3. Other provisions
C. Creditors
1. Debenture loans
a) Convertible loans
i) becoming due and payable after less than one year
ii) becoming due and payable after more than one year
b) Non convertible loans
i) becoming due and payable after less than one year
ii) becoming due and payable after more than one year
2. Amounts owed to credit institutions
a) becoming due and payable after less than one year
b) becoming due and payable after more than one year
3. Payments received on account of orders in so far as they are not shown separately as deductions from stocks
a) becoming due and payable after less than one year
b) becoming due and payable after more than one year
4. Trade creditors
a) becoming due and payable after less than one year
b) becoming due and payable after more than one year
5. Bills of exchange payable
a) becoming due and payable after less than one year
b) becoming due and payable after more than one year
6. Amounts owed to affiliated undertakings
a) becoming due and payable after less than one year
b) becoming due and payable after more than one year
7. Amounts owed to undertakings with which the undertaking is linked by virtue of participating interests
a) becoming due and payable after less than one year
b) becoming due and payable after more than one year
8. Other creditors
a) Tax authorities
b) Social security authorities
c) Other creditors
i) becoming due and payable within one year
ii) becoming due and payable after more than one year
D. Deferred income
TOTAL (CAPITAL, RESERVES AND LIABILITIES)

Mikro Kapital Annual Report 2017

PA
PAI
PAII
PAIII
PAIV
PAIV1
PAIV2
PAIV3
PAIV4
PAIV4a
PAIV4b
PAV
PAVI
PAVII
PAVIII
PB
PB1
PB2
PB3
PC
PC1
PC1a
PC1ai
PC1aii
PC1b
PC1bi
PC1bii
PC2
PC2a
PC2b
PC3
PC3a
PC3b
PC4
PC4a
PC4b
PC5
PC5a
PC5b
PC6
PC6a
PC6b
PC7
PC7a
PC7b
PC8
PC8a
PC8b
PC8c
PC8ci
PC8cii
PD
PASSIF

December 31, 2017
90.145.029,94
29.033.393,28
31.372.061,78
18.150.837,57
203.991,85
203.991,85
0,00
0,00
0,00
0,00
0,00
2.870.991,11
8.513.754,35
0,00
0,00
248.908,80
0,00
76.972,50
171.936,30
251.121.472,92
243.383.457,32
-21.871,02
-21.871,02
0,00
243.405.328,34
99.026.844,80
144.378.483,54
1.326,88
1.326,88
0,00
0,00
0,00
0,00
302.161,53
302.161,53
0,00
0,00
0,00
0,00
0,00
0,00
0,00
0,00
0,00
0,00
7.434.527,19
61.086,36
9.168,28
7.364.272,55
5.686.105,62
1.678.166,93
0,00
341.515.411,66
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III. Mikro Kapital Group
3.

2017 CONSOLIDATED GROUP’S ACCOUNTS
Mikro Kapital Group

Profit & Loss account
1. Net turnover
2. Variation in stocks of finished goods and in work in progress
3. Work performed by the undertaking for its own purposes and capitalised
4. Other operating income
5. Raw materials and consumables and other external expenses
a) Raw materials and consumables
b) Other external charges
6. Staff costs
a) Wages and salaries
b) Social security costs
i) relating to pensions
ii) other social security costs
c) Other staff costs
7. Value adjustments
a) in respect of formation expenses and of tangible and intangible fixed assets
b) in respect of current assets
8. Other operating expenses
9. Income from participating interests
a) derived from affiliated undertakings
b) other income from participating interests
10. Income from other investments and loans forming part of the fixed assets
a) derived from affiliated undertakings
b) other income not included under a)
11. Other interest receivable and similar income
a) derived from affiliated undertakings
b) other interest and similar income
12. Teil der Ergebnisse nach der Equity Methode
13. Value adjustments in respect of financial assets and of investments held as current assets
14. Interest payable and similar charges
a) concerning affiliated undertakings
b) other interest and similar charges
15. Tax on profit or loss
16. Profit or loss after taxation
17. Other taxes not shown under items 1 to 16
18. Profit or loss for the financial year
Profit and loss account

Mikro Kapital Annual Report 2017

R1
R2
R3
R4
R5
R5a
R5b
R6
R6a
R6b
R6bi
R6bii
R6c
R7
R7a
R7b
R8
R9
R9a
R9b
R10
R10a
R10b
R11
R11a
R11b
R12
R13
R14
R14a
R14b
R15
R16
R17
R18
R

December 31, 2017
132.602,08
0,00
0,00
49.115,30
-17.001.673,45
0,00
-17.001.673,45
-545.359,01
-493.357,11
-52.001,90
0,00
-52.001,90
0,00
-5.434.277,37
-32.985,75
-5.401.291,62
-56.505,37
27.427.278,98
26.945.940,08
481.338,90
7.702.021,95
7.445.961,10
256.060,85
29.884.837,17
5.914.495,01
23.970.342,16
0,00
-2.520.960,83
-31.091.253,00
0,00
-31.091.253,00
0,00
8.545.826,45
-32.072,10
8.513.754,35
8.513.754,35
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III. Mikro Kapital Group
5.

WHAT WE DO

Mikro Kapital Group

Launched in 2008, Mikro Kapital is an asset
management company specialized in the use of
microfinance techniques for investing in small
businesses across emerging areas of the world,
especially in Russia and Russian-connected
countries, Central and East Asia, and Latin
America. Mikro Kapital operates mainly through
two investment funds: Mikro Fund and Alternative Fund.

The idea behind Mikro Kapital is to finance small
businesses in emerging areas of the world at the
current rates, gathering funds from European
institutional and qualified private investors,
through the issue of bonds (EMTNs) in Luxembourg, with an appealing and competitive yield
and a maturity of 24, 36 or 60 months.
Mikro Kapital focuses its activities on micro credit
to MSMEs only.
Micro and Small businesses are indeed the most
dynamic segments of the economy, the less
exposed to the volatility of the global financial
markets and with the highest growth potential
due to the deleveraging in the banking sector.

“Opportunities
without
boundaries”
Mikro Kapital Annual Report 2017
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“Vision
to drive through
the future ”

IV. Corporate governance
1.

Mikro Kapital Group

CORPORATE SUSTAINABILITY STRATEGY
VISION AND VALUES

“We place our

clients at the
center of

everything
we do…”

Governance

Our Corporate strategy
Our Corporate Strategy is based on four pillars:
• We place our clients at the center of everything we do.
• We look to offer our clients a unique asset management experience.
• We focus on our group’s long-term development and aim in that way to achieve sustainable and profitable
growth.
• We take our responsibility towards society and local economies very seriously.
We are convinced that our strategy – powered by our business culture and the contributions made by our people
– is instrumental in earning, keeping and growing trust day by day and therefore in helping us become ‘the reference’ in our core markets.
Our Corporate Sustainability Strategy
Sustainability is not part of a separate strategy but is
instead integrated into our overall corporate strategy
and is thus embedded in the four pillars of that strategy and our day-to-day business activities.
Also supported by the long-term-strategy of our core
shareholders, it is Mikro Kapital Group’s ambition to
become an even more sustainable and responsible
asset management company.
Sustainability to Mikro Kapital means that we are able
to respond to the expectations of all involved stakeholders, not only today but also going forward.
In the first instance, it is therefore essential that we:
• are able to honor all our commitments without
external support, and
• in so doing, maintain the trust of our clients, our
investors, the authorities and supervisory bodies, our
shareholders and our employees.

However, sustainability is only possible if we also maintain the trust of the society in which we operate, and
therefore act as a responsible company by:
• being consistently conscious of the impact of our operations on society, and
• responding to societal needs and expectations in a balanced, relevant and transparent manner.
Based on our corporate strategy, but also considering the significant role we have to play in the local economies
in our different core countries, it is not Mikro Kapital’s ambition to become a ‘sustainability niche player’. This
means that we will have to find the right balance at all times between business objectives and sustainability
objectives.
As an asset management company, we want to increase the positive impact on society in those areas where we
can make a difference through our everyday activities.
When carrying out all these activities, we want just as much to limit the possible adverse impact we have on
society at large by implementing strict policies and sustainability guidelines, by reducing our own environmental
footprint and by our approach towards Socially Responsible Investments (‘SRI funds’).
All of our activities have to be performed in a sustainable and responsible way.

Mikro Kapital Annual Report 2017
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IV. Corporate governance
1.

Mikro Kapital Group

CORPORATE SUSTAINABILITY STRATEGY
RESPONSIBLE BEHAVIOR AND BUSINESS ETHICS

When carrying out our activities, it is evident we respect prevailing laws and regulations, but we also impose
stringent rules on ourselves in terms of ethical behavior, openness and transparency, discretion and privacy.

Governance

Responsible behavior
Responsible behavior is the basic layer of sustainability at Mikro Kapital. In order to maintain and grow trust, it
is of utmost importance that we behave responsibly in everything we do, at all layers of the organization, each
and every day.
Mikro Kapital therefore considers responsible behavior as absolutely necessary to successfully implement an
effective and credible sustainability strategy. This means that the mindset of all Mikro Kapital-staff should go
beyond regulation and compliance. As client centricity lies at the heart of our corporate reference strategy, we
also specifically focus on responsible selling and providing responsible advice.
The basic principles are embedded into our respect for our clients, colleagues, society and Mikro Kapital itself,
together with our responsive and result-driven spirit. The foundation of responsible behavior is integrity, which
entails honesty, correctness, transparency and confidentiality, combined with a sound risk awareness.
Special attention is being paid towards training and awareness. An internal program is being set up relating to
a number of areas, including professional integrity, providing suitable advice to the client and dilemma training.
Business ethics
We offer our asset management services based
on sound company values. In all our activities, we
comply with all relevant rules and regulations and
with corporate policies and guidelines that
ensure ethical business.
When carrying out our activities, we respect the
relevant laws and regulations, but also impose
stringent rules on ourselves in terms of ethical
behavior, openness and transparency, discretion
and privacy.
The Mikro Kapital Ethics committee ensures that
guidelines are observed, information remains
confidential and privacy is respected. All policies
are reviewed on a regular basis and updated if
necessary in order to always meet the changing
environment, requirements and regulations.
For more information please see our Code of
Ethics and Business Conduct at mikrokapital.com.

Boosting our positive impact
Sustainability is not just about philanthropy and supporting local initiatives with sponsorship. Although these
aspects continue to have great importance for Mikro Kapital Group in its various home markets, its renewed
Corporate Sustainability strategy seeks to go beyond this approach and create added value by:
• focusing on a number of genuine societal needs, and
• actively responding to these societal needs by developing business solutions in which only an asset management company can provide the elements that really make a difference.

Mikro Kapital Annual Report 2017
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IV. Corporate governance
1.

Mikro Kapital Group

CORPORATE SUSTAINABILITY STRATEGY
RESPONSIBLE BEHAVIOR AND BUSINESS ETHICS

Generating sustainable, profitable growth and contributing to a more sustainable society go hand in hand. This
means that, as an asset management company, we also seek to limit our adverse impact on society as much as
feasible. We want to achieve this ambition by:

Our people
Our employees represent our ‘human capital’ and are
one of the main drivers to creating value as an asset
management company. By focusing on recruitment,
management and development of our employees, we
seek to give them the opportunity to make best possible use of their talent and experience and adapt to our
fast-changing world. We encourage all our employees
to behave in a way that is responsive, respectful and
result-driven. It is our ambition to truly involve all staff
in realizing the sustainability ambition.

Mikro Kapital Annual Report 2017
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Limiting our adverse impact
Generating sustainable, profitable growth and contributing to a more sustainable society go hand in hand. This
means that, as an asset management company, we also seek to limit our adverse impact on society as much as
feasible. We want to achieve this ambition by:
• Reducing our own environmental footprint.
• Applying strict sustainability policies to our business activities in respect of human rights, the environment,
business ethics and sensitive/controversial societal issues.
• Offering a complete range of socially responsible investments.
Stakeholder engagement
We engage with all of our stakeholders to define what
is material to both our stakeholders and Mikro Kapital
and how we can create value. We use a variety of
channels for open, transparent sustainability communication and dialogue with our stakeholders.
On regular basis, we conduct stakeholder surveys in
all our countries in order to discover what it is that is
important to our stakeholders and thus meet their
expectations.

17

IV. Corporate governance
2.

Mikro Kapital shall apply a zero-tolerance policy
where it has determined through an investigative
process that its staff, consultants or individuals
acting as representatives have engaged in corrupt,
collusive or coercive practices. Mikro Kapital will
under no circumstances tolerate any member of its
staff to engage in an act of corruption as defined
under this policy.

Mikro Kapital shall under no circumstances tolerate
that any member of its staff is instructed, suggested
or condoned to engage in any act of corruption by
staff of superior ranking. Mikro Kapital will not
tolerate that any refusal to engage in an act of
corruption would be detrimental for a member of its
staff.
Facilitation payments are in principle forbidden. If it
should however be impossible to eliminate such
payments, this should be reported immediately to
Compliance.
Any case of corruption or non-compliance with the
letter or the spirit of the law or this policy will be
sanctioned according to the applicable labor
contract and the local Labor Regulations of the
entity involved.

Protection of whistleblowers
In accordance with the policy for the protection of
whistleblowers, Mikro Kapital group has created the
opportunity for all employees to report potential
fraud or other gross malpractice at the earliest
possible stages without fear for any reprisal and
where whistleblowers are assured that they will
receive fair treatment and that their concerns will be
investigated properly. Employees are encouraged to
use the normal reporting lines in first place and only
rely on this policy if the normal channels cannot be
used.

Governance

Every Mikro Kapital entity is obliged to have a policy
in place on the acceptance of presents, gifts, and
commissions by its employees, aligned to the group
gifts policy. Any such behavior will be dealt with
accordingly by the relevant department in the Group.
Mikro Kapital does not condone nor tolerate any
form of donations whatsoever to persons or parties
in a political or public capacity that is in contravention of the applicable law and regulations.

Mikro Kapital Group

MK GROUP ANTI-CORRUPTION AND BRIBERY POLICY
ANTI-CORRUPTION, BRIBERY AND GIFT ACCEPTANCE

Employees must refrain from abusing the reporting
procedure and thereby deliberately harming another.
If accusations would be made with malicious or
slanderous intent, appropriate sanctions may apply.
Mikro Kapital Whistleblower policy applies to all
types of fraud and gross malpractice relating to
gross violations or gross infringements of internal
rules as well as external rules, or rules on market
abuse, insider dealing, breaches of secrecy or
discretion with regard to money laundering, theft,
fraud, corruption, bribery.
Mikro Kapital guarantees that whistleblowers who
report fraud or gross malpractice concerns in good
faith will suffer no adverse or negative consequences
whatsoever of disclosing those concerns, in keeping
with the policy.
The Group Compliance division is responsible for
monitoring the functioning of this policy in all
entities of Mikro Kapital group and reporting lines
and guidelines are elaborated.

Prevention, monitoring and detection
It is the responsibility of Group and local Compliance to prevent that the group/the entity incurs in a compliance risk or suffers damage, likely to derive from its non-complying with applicable laws, regulations and
internal rules falling under the scope of the Compliance function.
Definitions
“Corrupt practice” regards the offering, giving, receiving, soliciting, directly or indirectly of anything of value to improperly
finance the actions or the non-actions of another party;
“Facilitation payments” are typically payments of a small amount to a government official to secure or expedite a routine
governmental action, often to avoid bureaucratic delays or inaction if payment is not made.
“Whistle-blower protection” regards a Mikro Kapital employee or any third party who reveals corruption in a Mikro Kapital
entity by reporting issues in accordance with the Whistle-blower procedure.
“Bribery” involves paying money or giving a benefit to someone in business or government in order to obtain commercial
advantage. An obvious example is a supplier who offers money to a company employee to get business from that company. Bribery is a betrayal of trust in which the damage inflicted generally goes well beyond the material value of the bribe.
Bribery has an insidious effect on society and it can seriously damage a company’s reputation and undermine its license to
operate.
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MIKRO KAPITAL GROUP POLICY ON HUMAN RIGHTS
Mikro Kapital Group

Mikro Kapital fully respects, supports and has implemented the principles underlying universal human rights
throughout the Group, including the right to equal opportunity and non- discrimination, the right to the
security of persons, the rights of employees (including opposition to any forms of forced labor of child labor,
the right to a safe and healthy working place, the right to freedom of association and collective bargaining)
and human rights (including opposition to bribery in any form whatsoever), and obligations with regard to
consumer protection and environmental protection.

Governance

In this respect, Mikro Kapital Group
abides by the letter and the spirit of
the United Nations Universal Declaration of Human Rights, the eight Fundamental International Labor Organization Conventions for the protection of
Human Rights and Fundamental Freedoms and other international and
regional human rights treaties containing
internationally
recognized
standards that business sector must
respect. Mikro Kapital complies with
laws, rules and regulations of every
country in which Mikro Kapital Group
operates.

As a financial institution, Mikro Kapital has a direct and an indirect impact on Human Rights, therefore we implemented the Mikro Kapital Human Rights Policy related to our core stakeholders, customers, suppliers and
employees.
In the first place we expect our customers to be compliant with local and international laws and regulations. Our
Compliance department monitors the compliance with these regulations in all our home markets. No commercial relationship will be maintained with companies not compliant with local and international regulations.
Mikro Kapital also defined the compliance with human rights in several policies. If relevant, we request our
customers to demonstrate that they are compliant with other international industry standards (Free and prior
informed consent, Roundtable on Sustainable Palm Oil, UN Global Compact principles, Extractive Industries
Transparency Initiative, ICMM). Regarding international project finance for the corporate clients, we apply the
Equator Principles.
Mikro Kapital fully commits to respect and uphold the human rights of its employees. Employees are also
expected to apply and respect the human rights standards when conducting business. (Please see the Mikro
Kapital Code of Conduct for Employees).
Suppliers are amongst our main stakeholders and we want them to integrate criteria in their purchase, sale
and outsourcing procedures that reflect social, ethical and environmental concerns. Suppliers have to comply
with the principles outlined in the Mikro Kapital Sustainability Code of Conduct for suppliers.
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Mikro Kapital Group

MIKRO KAPITAL ENVIRONMENTAL AND
SOCIAL EXCLUSION LIST

The Mikro Kapital Environmental and Social Exclusion List (MKESEL) defines the types of projects that Funds
managed by Mikro Kapital Sarl does not finance.
Mikro Kapital does not finance the following
projects:

Mikro Kapital Annual Report 2017

A reasonableness test will be applied when the
activities of the project company would have a
significant development impact but circumstances
of the country require adjustment to the MKESEL.

Governance

• Production or trade in any product or activity
deemed illegal under host country laws or regulations or international conventions and agreements,
or subject to international bans, such as pharmaceuticals, pesticides/herbicides, ozone depleting
substances, PCB's, wildlife or products regulated
under CITES.
• Production or trade in weapons and munitions.
• Production or trade in alcoholic beverages (excluding beer and wine).
• Production or trade in tobacco.
• Gambling, casinos and equivalent enterprises.
• Production or trade in radioactive materials. This
does not apply to the purchase of medical equipment, quality control (measurement) equipment and
any equipment where the radioactive source is
considered to be trivial and/or adequately shielded.
• Production or trade in unbonded asbestos fibers.
This does not apply to purchase and use of bonded
asbestos cement sheeting where the asbestos
content is less than 20%.
• Drift net fishing in the marine environment using
nets in excess of 2.5 km. in length.
• Activities prohibited by host country legislation or
international conventions relating to the protection
of biodiversity resources or cultural heritage
• Shipment of oil or other hazardous substances in
tankers which do not comply with IMO requirements
• Trade in goods without required export or import
licenses or other evidence of authorization of transit
from the relevant countries of export, import and, if
applicable, transit.

When investing in microfinance activities, financial
institutions (including microfinance, leasing, factoring companies etc.) will apply the following items in
addition to the MKESEL:
• Production or activities involving harmful or
exploitative forms of forced labor/harmful child
labor. Forced labor means all work or service, not
voluntarily performed, that is extracted from an
individual under threat of force or penalty. Harmful
child labor means the employment of children that
is economically exploitive, or is likely to be hazardous to, or to interfere with, the child's education, or
to be harmful to the child's health, or physical,
mental, spiritual, moral, or social development.
• Production, trade, storage, or transport of significant volumes of hazardous chemicals, or commercial scale usage of hazardous chemicals. Hazardous
chemicals include gasoline, kerosene, and other
petroleum products.
• Production or activities that impinge on the lands
owned, or claimed under adjudication, by Indigenous Peoples, without full documented consent of
such peoples.
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V. Mikro Fund – annual report and
audited financial statements
GEOGRAPHY OF MIKRO FUND

BELARUS

RUSSIA
67,8% of total of total loan portfolio
Governance

12,5% of total loan portfolio

Mikro Kapital Group

A.
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MIKRO FUND’S ACTIVITY IN 2017 - HIGHLIGHTS

Mikro Kapital Group

B.

AUM
ASSETS UNDER
MANAGAMENT

EUR
(+29.1% y-o-y)
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295.9
million

TOTAL
CLIENTS

NAV
NET ASSETS
VALUE
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14.455
FINANCED
IN HISTORY

64.9
million
EUR
(+10.3% y-o-y)

PAR30
AS %

2.11%

TOTAL
EMPLOYEES

391
UNDER
MIKRO FUND
COMPANIES

OF
TOTAL INVESTMENTS
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MISSION AND CHARACTERISTICS OF MIKRO FUND
Legal aspects
• Mikro Fund (Luxembourg) is a
Securitization Fund established
according to the provisions of the
Law of 22 March 2004 on securitization.
• Mikro Fund (Luxembourg) is fully
owned by Mikro Kapital Sarl (Lux)
and its main shareholder, Mr.
Vincenzo Trani.
• Mikro Fund issues EMTN bonds on
a monthly basis, with a view to
participating in securitization transactions linked to micro-finance.

Governance
Financial Report

• Gives exposure to real economy with little or
no correlation to other asset classes.
• Complies with SRI principles.
• Loans are issued to quality companies that are
subject to a detailed and rigorous due diligence
(EBRD credit procedure) → only 20 to 30% of
the requests of new loans are granted.
• Each loan is fully collateralized. Collateral is in
the form of property (fixed and immovable) and
personal guarantees. Primarily short to medium-term loans.
• Bondholders’ interests are protected by a
significant buffer in equity capital and cash.
• Income: EMTNs pay to the bondholders a
coupon yielding ~7% pa on average (in EUR).
• Low duration risk as EMTNs expire in 24, 36 or
60 months with the first coupon payment being
set 3 months after subscription date (or at
client’s discretion).
• Currency risk is fully hedged: EMTNs are
offered in EUR, USD, CHF.
• Attractive risk premia
• Historical low default rate of underlying loans
(less than 1% since inception, the lowest rate of
its asset class).
• Company structure: the private placement
structure offers the opportunity to set the yield
ex ante (as opposed to other open funds, which
operate in this asset class)

Mikro Kapital Group

C.

“Bondholders

interests

are protected…”
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WHAT IS MIKRO FUND

Mikro Kapital Group

D.

A successful story...
Mikro Fund was launched in 2008 under the
jurisdiction of Luxembourg law. It is governed by EU regulations and monitored by
the local authorities.

Governance

The Fund invests through 24, 36 or 60
months EMTNs (Euro Medium-Term Notes)
with coupons on a quarterly basis.
...for fixed income investors
The Fund invests loans with a number of
unique characteristics:

Financial Report

• Stable, ongoing returns that are clearly
defined when the investment is made and
easy to monitor on Bloomberg.
• Great potential of growth of the core business, due to the reliability of the operations
and the network’s capacity to expand.
• Low correlation with the financial markets
and greater resilience to the economic
impact of changing scenarios.
• An investment risk level close to zero, as
shown by the recorder default rates, with
coupons on a quarterly basis.
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MANAGEMENT AND ADMINISTRATION OF
THE SECURITIZATION FUND

Mikro Kapital Group

1.

In accordance with the Law of March 22, 2004
the Securitization Fund MIKRO FUND
is managed by a Management Company named
« MIKRO KAPITAL S.à r.l. ».

Board of Managers of the Management Company
Mr TRANI Vincenzo (since the inception)
Mr NDAO Saliou (since January 2, 2018)
Mrs CORRADINI Tiziana (since January 2, 2018)

Auditor
RSM Audit Luxembourg S.à r.l.
6, rue Adolphe
L-1116 Luxembourg
Grand-Duchy of Luxembourg

Head Office
10, rue C.M. Spoo
L-2546, Luxembourg
Grand-Duchy of Luxembourg

Paying Agents
Bendura Bank (Liechtenstein) AG
Schaaner Strasse 27
9487 Gamprin-Bendern
Fürstentum Liechtenstein

Promotor
MIKRO KAPITAL S.à r.l.
10, rue C.M. Spoo
L-2546, Luxembourg
Grand-Duchy of Luxembourg

Mikro Kapital Annual Report 2017
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Accountant and NAV Compilation
Deloitte Tax & Consulting S.à r.l.
560, rue de Neudorf
L-2220 Luxembourg
Grand-Duchy of Luxembourg

Governance

Management Company & Registrar
MIKRO KAPITAL S.à r.l.
Manager : Mr. TRANI Vincenzo
10, rue C.M. Spoo
L-2546, Luxembourg
Grand-Duchy of Luxembourg

EFG Bank (Luxembourg) S.A.
56, Grand-Rue
P.O. Box 385
L-2013 Luxembourg
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INFORMATION TO THE UNITHOLDERS

Mikro Kapital Group

2.

Governance

The first Management Regulations of the Securitization Fund have
been registered on August 19, 2008 at the file of the Management
Company opened by the Trade Register of Luxembourg under the
number B137073, where it can be consulted and where each unitholder may receive a copy.
Some modifications of the Management Regulations have been registered on August 19, 2008; February 2, 2009; May 23, 2011; November
28, 2012; December 18, 2013; August 6, 2014; November 10, 2015;
March 07, 2017 as well as January 19, 2018.

Financial Report

The latest Management Regulations of the Securitization Fund have
been registered on January 19, 2018 at the file of the Management
Company opened by the Trade Register of Luxembourg under the
number B137073, where it can be consulted and where each unitholder may receive a copy.
The issue and redemption price as well as the net asset value of each
unit are published in a private space on the website of Mikro Kapital,
www.mikrokapital.com, where each unitholder can be informed
about the evolution of these values.
In accordance with Luxembourg law, a Luxembourg auditor must be
appointed for all securitization funds domiciled in Luxembourg. For
Mikro Fund, the auditor is « RSM Audit Luxembourg S.à r.l. », réviseur
d’entreprises agréé.
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NET ASSET VALUE PER UNIT

Mikro Kapital Group

3.

Governance

The Net Asset Value of Mikro Fund Securitization Fund is expressed in Euro and
determined as of the end of each Quarter by the Management Company, by dividing the global Net Asset Value of the Fund by the number of units in use in the
Fund.
If the last day of the Quarter is not a working day in Luxembourg, the date of the
calculation is advanced to the day before.
For the concerned year, the Net Asset Value per unit has been the following:

Date

NAV per unit in EURO

Quarterly %

Accumulated % (since inception)

31/12/2016

525.183,05

0.28%

320,15%

31/03/2017

527.029,38

0,35%

321,62%

30/06/2017

557.853,72

5,85%

346,28%

30/09/2017

561.357,70

0,63%

349,09%

31/12/2017

579.277,87

3,19%

363,42%

Financial Report

From 31/12/2016 to 31/12/2017

The Net Asset Value per unit as of December 31, 2017 was 579,277.87 EUR, which
means an increase of 10,30 % compared to the Net Asset Value per unit as of
December 2016 (525.183,05 EUR).
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4.1 INTRODUCTION

Mikro Kapital Group

4.

Mikro Fund (hereinafter “the Fund”) was established by Mikro Kapital S.à r.l., its management
company, and started operations in July 2008 as a Securitization Fund in Luxembourg.

Governance

The core activity of the Fund is the following:
• Attracting investments by issuing transferable securities which value or yield depends on the
risks linked to debt and other assets or liabilities taken by the third parties in the activities
carried out by the third parties.
• Investing attracted Funds in capital or disbursing them in loans to financial institutions
(MFOs), individuals and banks, operating in small and medium-sized enterprises (SMEs)
program in the CIS territory.

Financial Report

Thanks to a well-balanced portfolio and a flexible capital structure, the Fund meets the needs
of a wide range of investors with different risk-return profiles on the one hand and provides
many categories of borrowers with the Funds required for their business development on the
other. Main activities of business are retail and wholesale, manufacturing, freight and passenger transportation and other services.
The main clients of the Fund are microfinance organizations, credit cooperatives and leasing
companies. The Fund also disburses loans directly to micro, small and medium enterprises.
The Fund issues transferable securitisation fund units and Euro Medium Term Note (EMTN)
bonds, the value of which or yield is linked to credit related assets invested in one or more
other entities.
In Russia, the Fund is actively financing micro and small entrepreneurs through third-party
micro financial institutions as well as through its own daughter companies, regulated by the
Central Bank of Russia:
• Gorod Deneg JSC
(100% ownership Mikro Fund)
• Mikro Kapital Russia Co. Ltd
(100% ownership Mikro Fund)
• National Leasing Company LLC
(79,67% ownership Mikro Kapital Russia Co. Ltd)
• General Factoring LLC (Formerly Gorod Deneg – Leasing and factoring LLC)
(95% ownership Mikro Kapital Russia Co. Ltd)
Gorod Deneg JSC is a peer2peer (p2p) internet marketplace for financing SMEs. Gorod Deneg
means ‘City of Money’ in Russian.
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Mikro Kapital Group

4.

Mikro Kapital Russia Co. Ltd is the retail division of the Luxembourg structure providing loans to
small businesses in the territory of the Russian Federation. The company was founded in 2010
with the adoption of the law on micro-financial activities. Today the company is among the three
largest Russian Micro Financial Institutions. Additionally, Mikro Kapital Russia Co. Ltd participates
in the provision of credit through its two subsidiaries: National Leasing Company LLC and Gorod
Deneg – Leasing and Factoring LLC (renamed into General Factoring LLC in 2017 year).

Governance

Grorod Deneg – Leasing and Factoring LLC (renamed into General Factoring Co. Ltd in 2017) is
exclusively focused on real estate leasing as well as financial factoring.
In Belarus, Mikro Fund is active via its subsidiary Mikro Leasing LLC, of which it is 99,9% shareholder.

Financial Report

Overall as of December 2017 there are 391 employees overall. All specialists of the group have
significant experience in banking, microfinance and leasing, which allows to maintain the quality
of the loan portfolio at the proper level, and to increase its success rate.
On December 31, 2017 the Fund’s market capitalization totalled 64 850 157,62 EUR (579 277,87
EUR per unit). The net assets value per unit increased by 10.30 % as of December 31, 2017 in comparison with December 31, 2016.

4.2 THE MACROECONOMIC CONTEXT
According to the latest World Economy outlook update by IMF, the world economy registered a
3,7% growth in the output, continuing the positive trend of recovery after slowing down by 0,3%
in 2016. Emerging economies also contributed to the global growth on a broad basis, aiming at
4,1% at the end of the year.

Russia
Acceleration in the world economy and emerging markets in particular as well as recovery in oil
prices, that began in the second half of 2017 (driven by the OPEC and OPEC+ countries decision
to cut oil output), contributed to the rebound in the Russian economy from -0,2% to +1,5% GDP
growth rates between 2016 and 2017, according to the latest preliminary data from Russian Ministry of Economic Development.
GDP growth rates are expected to remain stable at the level around 1,5% - 1,6% in 2018 and 2019,
according to IMF. Central Bank of Russia deems GDP growth rated to be in the range 1,5 – 2,0%
in 2018-2020, which, in the view of the Regulator, reflects the economy’s potential capacities
given its current structure.
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Russia’s GDP growth rates in 2012-2017 and forecast for 2018-2022
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Inflation in 2017 registered a record level of 2,5%, the lowest in history. This tendency to deceleration in prices growth was largely based on preservation of moderate consumer and credit activity as well as ongoing decrease in inflation expectations on the part of economic agents.
Moreover, lower than expected level of inflation was due to temporary factors such as additional
supply of agricultural goods as a result of record harvest and decrease in prices of imported
goods (electronics, appliances, etc.), as a result of Ruble’s stabilization in 2017. Despite the fact
that the effect of these factors is expected to run out during 2018, the inflation level during the
medium-term period is expected to remain around 4% targeted by the Central Bank.

Inflation in Russia in 2012 – 2017 and forecast for 2018-2022
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Taking into account current and projected macroeconomic situation and factors, influencing
inflation level, Central Bank of the Russian Federation continued to gradually decrease key interest rate in 2017.
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The latest decision regarding interest rate was taken on 18 December 2017, when the rate was
lowered from 8,25% to 7,75%. The regulator intends to continue transition from moderately rigid
to neutral monetary policy during 2018. Central Bank targets neutral interest rate at the level of
6-7% in 2018-2020 forecast period.

Russian Central Bank interest rate in Russia in 2017
Governance
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Source: Central Bank of the Russian Federation

Further transition from rigid to neutral monetary policy will depend on such factors as dynamics
of economic activity, risks of deviation of inflation from the target level and inflation expectations
in the economy.
According to the Ministry of Finance of the Russian Federation, country’s public debt is expected
to increase from 14,7% to 15,7% of GDP between 2017 and 2019. The government is targeting the
upper ratio level of 20% of GDP, which is still lower compared to international practices and
reflects one of the advantages of the Russian economy.
Another positive change is the implementation of so-called Budget Rule, that was applied in the
test mode in 2017 and is expect to come into full force since 2018. The budget rule ties government spending to government oil & gas (“o&g”) revenues, non-o&g revenues and interest
expenses, thus balancing budget inflows and outflows, increasing the stability of budget system
and decreasing the dependence of RUB exchange rates on the volatility of oil and gas prices.

Mikro Kapital Annual Report 2017

32

4.

MANAGEMENT REPORT
4.2 THE MACROECONOMIC CONTEXT
Mikro Kapital Group

Belarus
Belarus GDP in 2017 amounted to EUR 44,7 billion, registering an increase by 2,4% as compared
to contraction by 2,5% in 2016. The main component that contributed the most to GDP growth
was industry sector (1,5% of total 2,4% growth of GDP). Public debt of the Government increased
by 14,4% and amounts to 39% of GDP as at the end of 2017.

Belarus GDP growth on y-o-y basis in 2012-2017 and forecasts for 2018-2020
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Industry production registered a 6,1% growth on y-o-y basis, driven by processing industry sector
(+7% growth on y-o-y basis), while agricultural sector registered 4,1% growth.
Investments in fixed capital increased by 5,3% in total (including 19,5% growth in investments in
machinery, equipment and transportation), amounting to 19,4% of GDP
Belorussian economy also registered a positive trend in real disposable income and real salary,
both growing by 1,5% and 4,9% respectively.

Mikro Kapital Annual Report 2017

33

4.

MANAGEMENT REPORT
4.3 THE FUND’S ACTIVITY
Mikro Kapital Group

Mikro Fund, registered in 2008, has been growing steadily and consistently over the past nine
years.
The Fund continues to operate in Luxembourg, Russia and Belarus.
The totality of the Assets Under Management (AUM) of the Fund as of the end of 2017 are about
296 million EUR with a notable increase of about 29% compared to the end of 2016, with 21.9% of
AUM represented by the equity of the Fund which is EUR 64.85 million, with a sufficient diversification.

Governance

The rate of Non-Performing Loans over 30 days stays low and around 2,39% in Russia and 1,81%
in Belarus.
The fund raising confirms the usual positive trend, increasing the number of investors of new
members among Russians and Europeans, reaching to about 224 million EUR for 514 investors of
the Fund with 1,796 EMTNs outstanding.

Financial Report

The profits of the Fund have been partially reinvested in a new company, AO Mikro Kapital, operating in Russia, North-Caucasian region.
Russia continues to be the country towards which the Fund is more exposed, with around 67,8%
of the total loan portfolio followed by Belarus with 12,5%.

Done on June 01st, 2018
For the Management Company
MIKRO KAPITAL S.à r.l.

Mr. Vincenzo TRANI
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REPORT ON THE REVISEUR D’ENTREPRISES AGREE
To the Unitholders of
Mikro Fund Securitisation Fund (the “Fund”)
and
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To the Board of Managers of
MIKRO KAPITAL S.à r.l. (the “Management Company”)
Acting as Management Company of the Fund
10 rue M.C. Spoo
L-2546 Luxembourg
Management Company RCS: B 137.073

Financial Report

Opinion
We have audited the financial statements of Mikro Fund Securitisation Fund, which comprise
the statement of net assets as at December 31, 2017 and the statement of operations and
changes in net assets for the year then ended, and notes to the financial statements, including a
summary of significant accounting policies.
In our opinion, the accompanying financial statements give a true and fair view of the financial
position of the Fund as at December 31, 2017, and of the results of its operations and changes in
its net assets for the year then ended in accordance with Luxembourg legal and regulatory
requirements relating to the preparation and presentation of the financial statements.
Basis for Opinion
We conducted our audit in accordance with the amended Law of July 23, 2016 on the audit
profession (Law of July 23, 2016) and with International Standards on Auditing (ISAs) as adopted for Luxembourg by the Commission de Surveillance du Secteur Financier (CSSF). Our
responsibilities under those Law and standards are further described in the « Responsibilities of
Réviseur d’Entreprises Agréé for the audit of the financial statements » section of our report.
We are also independent of the Fund in accordance with the International Ethics Standards
Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code) as adopted
for Luxembourg by the CSSF together with the ethical requirements that are relevant to our
audit of the financial statements, and have fulfilled our other ethical responsibilities under those
ethical requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.
Other Matter
The financial statements of Mikro Fund Securitisation Fund for the year ended December 31,
2016 were audited by another auditor who expressed an unmodified opinion on those statements.
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Other information
The Board of Managers of the Management Company is responsible for the other information.
The other information comprises the information included in the annual report but does not
include the financial statements and our report of Réviseur d’Entreprises Agréé thereon.
Our opinion on the financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.
In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report this fact. We have
nothing to report in this regard.

Financial Report

Responsibilities of the Board of Managers of the Management Company for the financial
statements
The Board of Managers of the Management Company is responsible for the preparation and fair
presentation of these financial statements in accordance with Luxembourg legal and regulatory
requirements relating to the preparation and presentation of the financial statements, and for
such internal control as the Board of Managers of the Management Company determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.
In preparing the financial statements, the Board of Managers of the Management Company is
responsible for assessing the Fund’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern and using the going concern basis of accounting
unless the Board of Managers of the Management Company either intends to liquidate the Fund
or to cease operations, or has no realistic alternative but to do so.
Responsibilities of the Réviseur d’Entreprises Agréé for the audit of the financial statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue a report
of Réviseur d’Entreprises Agréé that includes our opinion. Reasonable assurance is a high level
of assurance but is not a guarantee that an audit conducted in accordance with the Law dated
July 23, 2016 and with ISAs as adopted for Luxembourg by the CSSF will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.
As part of an audit in accordance with the Law dated July 23, 2016 and with ISAs as adopted
for Luxembourg by the CSSF, we exercise professional judgment and maintain professional
scepticism throughout the audit.
We also:
• Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.
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• Obtain an understanding of internal control relevant to the audit 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 Fund’s internal control.
• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made by the Board of Managers of the Management
Company.
• Conclude on the appropriateness of Board of Managers of the Management Company’s use of
the going concern basis of accounting and, based on the audit evidence obtained, whether a
material uncertainty exists related to events or conditions that may cast significant doubt on
the Fund’s ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our report of Réviseur d’Entreprises Agréé to the
related disclosures in the financial statements or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
report of Réviseur d’Entreprises Agréé. However, future events or conditions may cause the
Fund to cease to continue as a going concern.

Financial Report

•Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.
RSM Audit Luxembourg S.à r.l.

Partner
Luxembourg, June 01, 2018
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STATEMENT OF NET ASSETS

Mikro Kapital Group

Euros
2016

9.2, 11.2.2

84 788 731,98

61 409 903,57

9.2
9.2

99 666 697,19
55 436 168,49

15 990 859,02
100 848 398,36

9.2
9.2
9.2
9.2
9.2
9.2, 11.2.4
9

178 111,36
0,00
16 673 371,35
4 727 030,21
22 748 868,66
11 738 400,32

295 957 379,56

1 142 302,57
3 924 133,34
8 928 413,78
7 073 821,15
20 007 948,80
9 944 852,24

229 270 632,83

10.1, 11.2.5
10.1, 11.2.5
10.3
9.2
11.3, 12.3
11.3

93 355 262,97
130 833 442,71
3 321,50
663,44
53 345,38
649 913,14

111 774 462,68
52 498 064,42
3 321,50
0,00
2 340 702,21
2 046 477,47

11.3
11.3
11.3
11.1, 11.2, 11.3
11

2 096 161,78
1 777 639,45
88 568,61
2 248 902,96
231 107 221,94
64 850 157,62
111,95
579 277,87

0,00
110 000,00
3 421,45
1 699 940,63
170 476 390,36
58 794 242,47
111,95
525 183,05

Financial Report

Liabilities
Debenture loans:
due and payable after < than 1 year
due and payable after > than 1 year
Payable on subscriptions/redemptions
Bank overdraft
Subscription fees payable
Performance fees payable
Other Creditors:
due and payable after < than 1 year
due and payable after > than 1 year
Debts on Current Account
Accrued interests payable
Total liabilities
Net assets at the end of the year
Number of units outstanding
NAV per unit

2017

Governance

Assets
Financial assets
Amounts owed by affiliated undertaking:
due and payable after < than 1 year
due and payable after > than 1 year
Other debtors:
due and payable after < than 1 year
due and payable after > than 1 year
Other investments
Cash at Bank
Accrued interest and fees
Unrealised appreciation on forward foreign exchange contracts
Total assets

Notes

The accompanying notes form an integral part of these financial statements
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Euros
Notes
Income
Interest and fees on loans receivable
Commissions & interest & discounts on EMTNs
Accrued fees on loans receivable

2017

2016
15 040 524,26
11 137,50
933 443,73
15 985 105,49

11.3
11.4
11.5
9.2, 11.2.11
11.2.10
11.2.10

Total expenses

(5 348 528,88)
( 672 879,46)
(5 259 195,63)
(5 323 566,04)
( 157 704,42)
(16 378 113,15)
( 613,33)
(33 140 600,91)

(3 055 627,35)
( 402 549,79)
(3 187 856,40)
( 643 074,21)
( 85 934,85)
(12 873 249,68)
39 312,61
(20 208 979,67)

Net investment income/(loss) to be reported to the next page

(16 825 442,51)

(4 223 874,18)

Total income
Expenses
Management fees
Performance fees
Subscription fees
Val. adj. on interest and fees on loans receivable
Interest on loans payable
Interest on EMTNs
Other financial expenses

Financial Report

15 757 822,83
29 129,32
528 206,25
16 315 158,40

Governance

11.2.10
11.2.10

The accompanying notes form an integral part of these financial statements
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STATEMENT OF OPERATIONS AND CHANGES IN NET ASSETS
CONTINUED
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Euros
Notes

11.2.2
11.2.4

58 794 242,47

53 949 120,69

(16 825 442,51)

(4 223 874,18)

58 597,08
--------------------(16 766 845,43)

( 122 584,16)
--------------------(4 346 458,34)

18 343 024,82
2.686.187,68
1 793 548,08

12 105 293,98
2.048.400,29
(4 960 743,52)

22 822 760,58
6 055 915,15
0,00
0,00
64 850 157,62
111,95
579 277,87

9 192 950,75
4 846 492,41
( 1 370,63)
0,00
58 794 242,47
111,95
525 183,05

Financial Report

Net realised gains/(losses) for the year
Change in net unrealised appreciation/depreciation
- on investments
- on currencies
- on forward foreign exchange contracts
Change in net unrealised app reciation/depreciation
for the year
Result of operations for the year
Subscriptions
Redemptions
Net assets at the end of the year
Number of units outstanding
NAV per unit

2016

Governance

Net asset at the beginning of the year
Net investment income/(loss)
(carried forward from previous page)
Net realised gains/(losses)
- on investments

2017

The accompanying notes form an integral part of these financial statements
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Euros

Number of outstanding units at the
beginning of the year
Number of issued units
Number of redeemed units

Minimum NAV during the year
Maximum NAV during the year
Variation of the NAV (in %)

Mikro Kapital Annual Report 2017

64 850 157,62
111,95

58 794 242,47
111,95

579 277,87

525 183,05

111,95
0,00
0,00

111,95
0,00
0,00

111,95

111,95

527 029,38
579 277,87
9,91%

485 278,35
525 183,05
8,22%

Financial Report

Number of outstanding units at the end of
the year

2016

Governance

Total net assets
Number of units outstanding
NAV per unit

2017
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Euros
Economic classification of investments

Total

Russia
Luxembourg
Belarus
Marshall Islands
Italy
Liechtenstein
United Kingdom
Total

Mikro Kapital Annual Report 2017

100,00%
% of total assets
Financial Report

Geographical classification of investments

43,28%
27,72%
23,33%
3,91%
1,60%
0,17%

Governance

(Micro)credit Institutions
Securitisation Funds
Financial Services
Services
Bank and other credit institutions
Funds

% of total assets

40,04%
38,90%
13,26%
3,97%
2,46%
1,30%
0,07%
100,00%
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9.2 STATEMENTS OF SECURITIES AND OTHER ASSETS
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Euros
Amounts owed by affiliated undertakings < 1 year
Loan term < 1 year

Maturity date

N/A
20,00%
N/A
9,00%
9,00%
9,00%
9,00%
15,00%
20,00%

19.08.2018
18.03.2018
29.09.2018
09.12.2018

13,00%
18,50%
8,00%
11,00%

Total amount owed

99 666 697,19

Accrued Interest
N/A
1 473 917,25
N/A
10 602,74
8 876,71
21 797,26
111 526,03
899,00
2 041 790,30

Financial Report

20.11.2018
31.12.2018
29.09.2018
05.10.2018
19.10.2018
08.11.2018
25.09.2018
31.12.2018
31.12.2017

Principal of the
Loan
10 251 327,00
574 647,04
5 444 336,00
500 000,00
500 000,00
1 700 000,00
1 520 000,00
7 925,99
0,00
9 220 000,00
1 272 782,92
14 168 122,61
849 715,25
155 639,88
192 740,10
5 782 826,44
119 499,94
1 000 000,00
41 174 807,53
4 800 000,00
432 326,49

Governance

Assignment agreement :
Debt transfer agreement :
Purchase Agreement :
Promissory Note :
Promissory Note :
Promissory Note :
Promissory Note :
Loan agreement :
Loan agreement :
Current account #1 :
Current account #2 :
Current account #3 :
Current account #5 :
Current account #6 :
Current account #7 :
Current account #8 :
Other debts receivables :
Private bond #1 :
Private bond #2 :
Private bond #3 :
Private bond #4 :

Int. Rate

567 726,03
13 611 311,37
510 950,82
50 414,47
18 409 811,98

Amounts owed by affiliated undertakings > 1 year
Loan term > 1 year
Loan agreement :
Loan agreement :
Loan agreement :
Loan agreement :
Loan agreement :
Loan agreement :
Loan agreement :
Loan agreement :
Loan agreement :
Loan agreement :
Loan agreement :
Promissory Note :
Loan agreement :
Loan agreement :
Assignment agreement :

Mikro Kapital Annual Report 2017

Maturity date
30.01.2019
30.01.2019
11.02.2020
15.11.2020
07.02.2021
15.11.2020
24.07.2020
19.11.2019
01.03.2021
09.01.2019
17.10.2021
21.12.2020
14.10.2019
25.10.2019
24.04.2019

Int. Rate
17,00%
17,00%
17,00%
14,50%
14,00%
16,92%
9,00%
14,00%
14,00%
11,00%
14,00%
9,00%
17,00%
2,00%
16,00%

Principal of the
Loan
4 001 320,50
22 126 372,40
983 336,09
1 498 011,30
3 310 000,00
466 912,61
152 580,74
3 857 451,35
1 649 888,00
7 933 352,55
2 148 405,59
1 200 000,00
1 807 541,93
160 000,00
1 257 353,18

Accrued Interest
472 500,23
411 611,32
10 523,05
27 754,83
2 740,92
10 094,65
5 230,00
735 001,13
178 460,05
399 275,85
290 749,00
2 663,01
409 693,55
274,62
722 581,91
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DETAILS OF ASSETS
9.2 STATEMENTS OF SECURITIES AND OTHER ASSETS
continued
(continued)

Loan term > 1 year

Maturity date Int. Rate

Sale purchase agreement :
Private bond #5 :

25.09.2019
05.10.2019

16,00%
13,00%

Total amoun t owed

Principal of the
Loan

Accrued Interest

1 083 642,25
1 800 000,00

583 014,41
55 775,34

55 436 168,49

4 317 943,87

Mikro Kapital Group

Amounts owed by affiliated undertakings > 1 year

Governance

Amounts owed by other debtors < 1 year
Loan term < 1 year
Loan agreement :

Maturity
date
30.09.2018

Int. Rate
12,00%

Total amount owed

Principal of the
Loan
178 111,36
178 111,36

Accrued Interest
21 112,81
21 112,81

Financial assets
25 939 589,58

Financial Report

Mikro Kapital Russia Co. Ltd (Shareholding of 100%)
Address: Sadovnicheskaya str. 73, bld.1, 115035, Moscow, Russia
Gorod Deneg JSC, previously Mikro Kapital E-Motion (Shareholding of 100%)
Address: Sadovnicheskaya str. 73, bld.1, 115035, Moscow, Russia
Mikro Leasing LLC (Shareholding of 99,9%)

13 776 804,24
27 908 984,01

Address: Prospect Lenina 33, 246050 Gomel, Belarus
JSC MFC Mikro Kapital, previously JSC MFC Finca (Shareholding of 100%)

5 764 353,24

Address: Revolutsionnaya str. 111, 443079, Samara, Russia
Carsharing Russia LLC (Shareholding of 10%)

11 399 000,91

Address: Sadovnicheskaya str. 73, bld.1, 115035, Moscow, Russia
Total financial assets

84 788 731,98

Cash at banks
Bank # 1 :
Bank # 2 :
Bank # 3 :
Total cash at banks

873 199,91
3 847 187,95
6 642,35
4 727 030,21

Other investments
Bonds :
Brokerage account #1 :
Brokerage account #2*** :
Brokerage account #3 :
Total other investments

7 785 306,14
3 043 595,53
4 394 454,28
1 450 015,40
16 673 371,35

Forward foreign exchange contracts
Total Forward Foreign Exchange contracts

TOTAL ASSETS

11 738 400,32

295 957 379 .56

*** This brokerage account includes the bond CH0226381470 which is issued by Mikro Fund. The value of the bond in
the brokerage account is 1 125 000 EUR.
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10.

DETAILS OF LIABILITIES
10.1 DEBENTURE LOANS WITH MATURITY < 1 YEAR

N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
CH0358783592
XS1449962247
CH0332561718
XS1370906270
CH0335554223
CH0337149303
XS1471844099
XS1489184223
CH0340486288
CH0338572594
CH0340487310
XS1584981549
CH0342848063
CH0323691383
XS1504071926
XS1523921929
XS1523223219
CH0347408855
CH0341731385
CH0347818533
CH0345996901
XS1615073852
XS1548390209
CH0355142214
CH0351655664
CH0350937378
CH0351655623
CH0354316702
CH0354316686
XS1549302484
XS1555791968
XS1571395687
CH0335554025
XS1571398194
XS1493394859
CH0357979928

13,00%
13,00%
13,00%
7,00%
9,00%
8,00%
8,00%
8,00%
8,00%
5,00%
6,00%
8,00%
8,00%
8,00%
9,00%
9,00%
10,00%
9,00%
9,50%
9,00%
8,00%
6,00%
8,00%
8,00%
5,00%
6,00%
10,00%
8,00%
8,00%
8,00%
6,00%
8,00%
8,00%
8,00%
5,00%
8,00%
6,50%
8,00%
8,00%
8,00%
8,00%
8,00%
8,00%
8,00%
8,00%
10,00%
6,00%
9,00%
8,00%

Bond indebtedness
125 000,00
125 000,00
125 000,00
343 923,00
125 000,00
125 000,00
500 000,00
125 000,00
125 000,00
9 000 000,00
250 000,00
380 911,78
125 000,00
527 800,00
2 000 000,00
1 000 000,00
875 000,00
2 875 000,00
2 261 200,00
875 000,00
3 625 000,00
547 148,00
1 000 000,00
559 200,00
1 000 000,00
1 226 700,00
1 704 000,00
3 125 000,00
1 061 600,00
3 750 000,00
1 339 000,00
2 625 000,00
1 061 600,00
4 000 000,00
2 000 000,00
1 250 000,00
536 800,00
750 000,00
530 400,00
1 042 400,00
5 625 000,00
2 525 100,00
2 000 000,00
531 600,00
500 000,00
1 000 000,00
3 000 000,00
696 875,00
1 500 000,00

CCY
EUR
EUR
EUR
USD
EUR
EUR
EUR
EUR
EUR
EUR
EUR
USD
EUR
USD
EUR
EUR
EUR
EUR
USD
EUR
EUR
CHF
EUR
USD
EUR
CHF
USD
EUR
USD
EUR
CHF
EUR
USD
EUR
EUR
EUR
CHF
EUR
USD
USD
EUR
USD
EUR
USD
EUR
EUR
EUR
USD
EUR

Amount in EUR
125 000,00
125 000,00
125 000,00
286 770,12
125 000,00
125 000,00
500 000,00
125 000,00
125 000,00
9 000 000,00
250 000,00
317 611,94
125 000,00
440 090,05
2 000 000,00
1 000 000,00
875 000,00
2 875 000,00
1 885 433,17
875 000,00
3 625 000,00
467 567,94
1 000 000,00
466 271,99
1 000 000,00
1 048 282,34
1 420 828,82
3 125 000,00
885 183,02
3 750 000,00
1 144 248,85
2 625 000,00
885 183,02
4 000 000,00
2 000 000,00
1 250 000,00
458 725,00
750 000,00
442 257,98
869 173,68
5 625 000,00
2 105 478,20
2 000 000,00
443 258,57
500 000,00
1 000 000,00
3 000 000,00
581 068,12
1 500 000,00

Financial Report
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Total Issuance Private Bonds
Total Issuance Private Bonds
Total Issuance Private Bonds
Total Issuance Private Bonds
Total Issuance Private Bonds
Total Issuance Private Bonds
Total Issuance Private Bonds
Total Issuance Private Bonds
Total Issuance Private Bonds
Total Issuance Private Bonds
Total Issuance Private Bonds
Total Issuance Private Bonds
Total Issuance Private Bonds
EMTN-2018-09-V.USD
EMTN-2018-01-U
EMTN-2018-01-V.EUR
EMTN-2018-02-U
EMTN-2018-02-V.EUR
EMTN-2018-02-V.USD
EMTN-2018-03-U
EMTN-2018-03-U2
EMTN-2018-03-V.CHF
EMTN-2018-03-V.EUR
EMTN-2018-03-V.USD
EMTN-2018-04-U
EMTN-2018-04-V.CHF
EMTN-2018-04-V.USD
EMTN-2018-05-U
EMTN-2018-05-U.USD
EMTN-2018-05-U2
EMTN-2018-05-V.CHF
EMTN-2018-05-V.EUR
EMTN-2018-05-V.USD
EMTN-2018-05-V2.EUR
EMTN-2018-06-U
EMTN-2018-07-U
EMTN-2018-07-V.CHF
EMTN-2018-07-V.EUR
EMTN-2018-07-V.USD
EMTN-2018-07-V.USD
EMTN-2018-07-V2.EUR
EMTN-2018-07-V2.USD
EMTN-2018-08-U
EMTN-2018-08-U.USD
EMTN-2018-08-U2
EMTN-2018-08-V.EUR
EMTN-2018-09-U
EMTN-2018-09-U.USD
EMTN-2018-09-V.EUR

ISIN

Mikro Kapital Group

Issuance code
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DETAILS OF LIABILITIES
10.1 DEBENTURE LOANS WITH MATURITY < 1 YEAR
continued
CH0357981510
CH0361702555
XS1506424776
XS1584990029
XS1597273785
XS1605702619
CH0344006413
CH0302141228
CH0343265143
CH0365485850
XS1527612524
CH0347699180
CH0347706241
CH0368035975
XS1619641662
XS1534101198
XS1641106999
XS1734051110
CH0372083623
CH0372083383

8,00%
8,00%
9,00%
8,00%
7,50%
8,00%
9,00%
10,50%
9,00%
8,00%
9,00%
9,00%
9,00%
8,00%
8,00%
9,00%
8,00%
4,00%
8,00%
8,00%

Bond
indebtedness
528 000,00
1 625 000,00
1 625 000,00
1 000 000,00
1 000 000,00
1 375 000,00
500 000,00
710 800,00
1 100 200,00
1 500 000,00
1 500 000,00
1 000 000,00
928 900,00
1 625 000,00
2 500 000,00
1 073 600,00
875 000,00
2 000 000,00
2 000 000,00
1 116 640,00

CCY

EUR

USD
EUR
EUR
EUR
EUR
EUR
EUR
USD
USD
EUR
EUR
EUR
USD
EUR
EUR
USD
EUR
EUR
EUR
USD

440 256,82
1 625 000,00
1 625 000,00
1 000 000,00
1 000 000,00
1 375 000,00
500 000,00
592 679,06
917 368,46
1 500 000,00
1 500 000,00
1 000 000,00
774 535,15
1 625 000,00
2 500 000,00
895 188,86
875 000,00
2 000 000,00
2 000 000,00
931 076,46

Unsold EMTNs with maturity < 1 year
Total Debenture Loans with maturity < 1 year
Accrued interest on Debenture Loans with maturity < 1 year :
Total Debenture Loans and interest < 1 year :

( 593 274,65)
93 355 262,97
861 733,59
94 216 996,56

14.2 DEBENTURE LOANS WITH MATURITY > 1 YEAR

2017
Amount in

Total Issuance Private Bonds
Total Issuance Private Bonds
Total Issuance Private Bonds
Total Issuance Private Bonds
Total Issuance Private Bonds
EMTN 2019-01-U

N/A
N/A
N/A
N/A
N/A
XS1548390035

10,00%
7,00%
7,00%
9,00%
5,50%
9,00%

Bond
indebtedness
125 000,00
1 080 000,00
1 080 000,00
2 000 000,00
592 000,00
2 000 000,00

EMTN 2019-01-U.USD

XS1549309570

9,00%

1 073 600,00

USD

895 188,86

EMTN 2019-01-U2.USD

XS1555792180

9,00%

1 201 950,00

USD

1 002 209,62

EMTN 2019-01-U3

XS1554374725

9,00%

3 500 000,00

EUR

3 500 000,00

EMTN 2019-01-U3.USD

XS1558649239

9,00%

1 063 200,00

USD

886 517,13

EMTN 2019-01-V.EUR

CH0351655649

9,00%

500 000,00

EUR

500 000,00

EMTN 2019-01-V.USD

CH0351655607

9,00%

651 500,00

USD

543 233,55

EMTN 2019-01-V2.EUR

CH0354316652

9,00%

4 375 000,00

EUR

4 375 000,00

EMTN 2019-01-V2.EUR

CH0376965866

8,00%

1 500 000,00

EUR

1 500 000,00

EMTN 2019-02-U

XS1571397204

9,00%

3 500 000,00

EUR

3 500 000,00

Issuance code
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EMTN-2018-09-V.USD
EMTN-2018-09-V2.EUR
EMTN-2018-10-U
EMTN-2018-10-U2
EMTN-2018-10-U3.EUR
EMTN-2018-10-U4
EMTN-2018-10-V.EUR
EMTN-2018-10-V.USD
EMTN-2018-10-V.USD
EMTN-2018-10-V2.EUR
EMTN-2018-11-U
EMTN-2018-11-V.EUR
EMTN-2018-11-V.USD
EMTN-2018-11-V2
EMTN-2018-12-U
EMTN-2018-12-U.USD
EMTN-2018-12-U2
EMTN-2018-12-U3.EUR
EMTN-2018-12-V.EUR
EMTN-2018-12-V.USD

ISIN

Mikro Kapital Group

Issuance code

Amount in

CCY

EUR

EUR
USD
USD
EUR
USD
EUR

125 000,00
900 525,31
900 525,31
2 000 000,00
493 621,28
2 000 000,00
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EMTN 2019-02-U2

XS1653223807

8,00%

Bond
indebtedness
625 000,00

EMTN 2019-01-U3.EUR

XS1721765003

5,00%

500 000,00

EUR

500 000,00

EMTN 2019-02-V.CHF

CH0355504066

7,00%

1 069 200,00

CHF

913 689,97

EMTN 2019-02-V.CHF

CH0381110367

6,00%

569 440,00

CHF

486 617,67

EMTN 2019-02-V.EUR

CH0375049167

8,00%

625 000,00

EUR

625 000,00

EMTN 2019-02-V.USD

CH0376957350

8,00%

596 000,00

USD

496 956,56

EMTN 2019-03-BL

XS1206416031

11,00%

750 000,00

EUR

750 000,00

EMTN 2019-03-U

XS1587902625

9,00%

2 750 000,00

EUR

2 750 000,00

EMTN 2019-03-U2

XS1676937680

8,00%

500 000,00

EUR

500 000,00

EMTN 2019-03-U3.EUR

XS1685819556

8,00%

1 125 000,00

EUR

1 125 000,00

EMTN 2019-03-V.EUR

CH0359150072

9,00%

1 625 000,00

EUR

1 625 000,00

EMTN 2019-03-V.GBP

CH0361702803

7,50%

759 150,00

GBP

855 640,59

EMTN 2019-03-V.GBP

CH0384447733

6,50%

882 400,00

GBP

994 556,09

EMTN 2019-03-V.USD

CH0361702571

9,00%

810 000,00

USD

675 393,98

EMTN 2019-03-V2.EUR

CH0360199811

9,00%

1 500 000,00

EUR

1 500 000,00

EMTN 2019-03-V2.USD

CH0382830203

7,00%

599 840,00

USD

500 158,43

EMTN 2019-03-V3.EUR

CH0361702589

9,00%

625 000,00

EUR

625 000,00

EMTN 2019-03-V3.USD

CH0384447683

8,00%

892 800,00

USD

744 434,25

EMTN 2019-03-V4.EUR

CH0382237698

8,00%

750 000,00

EUR

750 000,00

EMTN 2019-03-V5.EUR

CH0384446867

8,00%

2 125 000,00

EUR

2 125 000,00

EMTN 2019-04-U

XS1605703260

9,00%

1 750 000,00

EUR

1 750 000,00

EMTN 2019-04-V.EUR

CH0323435989

10,00%

625 000,00

EUR

625 000,00

EMTN 2019-04-V.USD

CH0365485884

9,00%

2 005 500,00

USD

1 672 225,46

EMTN 2019-04-V2.EUR

CH0365485918

9,00%

1 875 000,00

EUR

1 875 000,00

EMTN 2019-04-V3.EUR

CH0385856593

8,00%

2 250 000,00

EUR

2 250 000,00

EMTN 2019-05-U

XS1614421862

9,00%

2 000 000,00

EUR

2 000 000,00

EMTN 2019-05-U2

XS1619642553

9,00%

3 500 000,00

EUR

3 500 000,00

EMTN 2019-05-U3.EUR

XS1707078421

8,00%

1 250 000,00

EUR

1 250 000,00

EMTN 2019-05-V.CHF

CH0365864211

4,75%

677 250,00

CHF

578 747,22

EMTN 2019-05-V.EUR

CH0365864534

9,00%

750 000,00

EUR

750 000,00

EMTN 2019-05-V.USD

CH0369359499

9,00%

1 124 240,00

USD

937 413,49

EMTN 2019-05-V2.EUR

CH0368036023

9,00%

1 250 000,00

EUR

1 250 000,00

EMTN 2019-05-V3.EUR

CH0388425511

8,00%

1 500 000,00

EUR

1 500 000,00

EMTN 2019-05-V4.EUR

CH0388425529

8,00%

1 000 000,00

EUR

1 000 000,00

EMTN 2019-05-V5.EUR

CH0390388434

8,00%

1 625 000,00

EUR

1 625 000,00

EMTN 2019-06-U

XS1641107021

9,00%

3 000 000,00

EUR

3 000 000,00

EMTN 2019-06-V.EUR

CH0372083615

9,00%

1 625 000,00

EUR

1 625 000,00

EMTN 2019-06-V.GBP

CH0369914830

7,50%

542 500,00

GBP

611 453,63

EMTN 2019-06-V.USD

CH0371636280

9,00%

1 121 600,00

USD

935 212,21

EMTN 2019-06-V2.USD

CH0373107108

9,00%

697 900,00

USD

581 922,79

Issuance code

Int. Rate

CCY

EUR

EUR

625 000,00
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7,00%

EMTN 2019-07-U

XS1653224284

9,00%

750 000,00

EUR

750 000,00

EMTN 2019-07-V.EUR

CH0375049092

9,00%

5 500 000,00

EUR

5 500 000,00

EMTN 2019-07-V.USD

CH0332596474

7,80%

1 385 000,00

USD

1 154 840,32

EMTN 2019-08-U

XS1676055590

9,00%

1 500 000,00

EUR

1 500 000,00

EMTN 2019-09-U

XS1682636607

9,00%

1 000 000,00

EUR

1 000 000,00

EMTN 2019-09-U2

XS1685817931

9,00%

1 875 000,00

EUR

1 875 000,00

EMTN 2019-09-V.EUR

CH0380358041

7,00%

500 000,00

EUR

500 000,00

EMTN 2019-09-V.USD

CH0382238712

9,00%

1 491 300,00

USD

1 243 475,36

EMTN 2019-09-V2.EUR

CH0384446834

9,00%

1 625 000,00

EUR

1 625 000,00

EMTN 2019-09-V2.USD

CH0383860126

4,00%

1 197 200,00

USD

998 248,98

EMTN 2019-09-V3.USD

CH0384447741

9,00%

1 041 600,00

USD

868 506,63

EMTN 2019-10-U

XS1707079825

9,00%

3 000 000,00

EUR

3 000 000,00

EMTN 2019-10-V.EUR

CH0387334664

9,00%

500 000,00

EUR

500 000,00

EMTN 2019-10-V.USD

CH0344006371

8,00%

825 150,00

USD

688 026,35

EMTN 2019-10-V2.EUR

CH0388425644

9,00%

2 625 000,00

EUR

2 625 000,00

EMTN 2019-10-V2.USD

CH0386950668

8,00%

1 179 680,00

USD

983 640,46

EMTN 2019-10-V3.USD

CH0388425669

9,00%

1 774 800,00

USD

1 479 863,25

EMTN 2019-11-U.EUR

XS1717045881

9,00%

7 125 000,00

EUR

7 125 000,00

EMTN 2019-11-V.EUR

CH0390388442

9,00%

4 625 000,00

EUR

4 625 000,00

EMTN 2019-11-V.USD

CH0393044448

8,00%

2 375 200,00

USD

1 980 488,62

EMTN 2019-11-V2.EUR

CH0390406483

9,00%

500 000,00

EUR

500 000,00

EMTN 2019-11-V3.EUR

CH0390573142

8,00%

3 000 000,00

EUR

3 000 000,00

EMTN 2019-12-V.EUR

CH0394539180

9,00%

1 500 000,00

EUR

1 500 000,00

EMTN 2019-12-V.USD

CH0394325143

7,00%

1 039 920,00

USD

867 105,81

EMTN 2019-12-V2.USD

CH0394761925

8,00%

1 776 960,00

USD

1 481 664,30

EMTN 2020-02-U.EUR

XS1721766746

8,00%

750 000,00

EUR

750 000,00

EMTN 2020-06-V.CHF

CH0372083581

7,50%

1 360 600,00

CHF

1 162 707,23

EMTN 2020-06-V.EUR

CH0373109799

10,00%

500 000,00

EUR

500 000,00

EMTN 2020-08-V.CHF

CH0381110383

7,00%

854 160,00

CHF

729 926,51

EMTN 2020-10-U

XS1707079155

10,00%

1 000 000,00

EUR

1 000 000,00

EMTN 2020-10-V.CHF

CH0389088417

7,00%

2 189 625,00

CHF

1 871 154,50

EMTN 2020-11-U.EUR

XS1731074800

10,00%

1 000 000,00

EUR

1 000 000,00

EMTN 2020-11-V.EUR

CH0390573159

8,00%

3 000 000,00

EUR

3 000 000,00

EMTN 2020-11-V2.EUR

CH0393044414

10,00%

3 625 000,00

EUR

3 625 000,00

EMTN 2022-02-U.EUR

XS1721091525

8,50%

1 500 000,00

EUR

1 500 000,00

EMTN 2022-07-V.EUR

CH0373007852

11,00%

500 000,00

EUR

500 000,00

EMTN 2022-11-U.EUR

XS1725892605

2,00%

3 000 000,00

EUR

3 000 000,00

EMTN 2023-04-V

CH0211529174

9,50%

1 250 000,00

EUR

1 250 000,00

EMTN 2023-04-W

CH0211529190

8,50%

1 760 000,00

GBP

1 983 702,08
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EMTN 2019-06-V3.USD

Bond
indebtedness
697 900,00

Issuance code
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ISIN

Int. Rate

EMTN 2023-06-V

CH0216222981

9,50%

USD

556 991,58

EMTN 2023-10-USD

CH0226381447

9,00%

850 000,00

USD

708 746,77

EMTN 2023-10-V

CH0226381470

9,00%

1 625 000,00

EUR

1 625 000,00

EMTN 2024-02-V

CH0238006073

7,00%

1 250 000,00

EUR

1 250 000,00

EMTN 2024-02-W

CH0238006024

6,00%

1 076 250,00

CHF

919 714,58

EMTN 2024-03-V.EUR

CH0317003025

9,50%

1 000 000,00

EUR

1 000 000,00

Issuance code

CCY

EUR

Governance

Unsold EMTNs with maturity > 1 year
Total Debenture Loans with maturity > 1 year
Accrued interest on Debenture Loans with maturity > 1 year :
Total Debenture Loans and interest > 1 year :

Mikro Kapital Group

Amount in

Bond
indebtedness
668 000,00

(16 658 526,81)
130 833 442,71
1 288 126,02
132 121 568,73

10.3 OTHER CREDITORS WITH MATURITY < 1 YEAR
Interest %
6,00%
6,00%
9,00%

Maturity date
11.04.2018
11.04.2018
01.10.2018

Principal of the loan
1 565 073,82
467 157,13
63 930,83
2 096 161,78

Amounts owed to credit institutions
Debts on units purchases of subscribers
Debts on Current Account
Debts on Current Account***
Performance fees payable***
Subscription fees payable

Financial Report

Loans
Loan # 1
Loan # 2
Loan # 3***
Subtotal Other Loans < 1 year

Accrued interest
20 324,52
6 066,65
32 597,94
58 989,11
663,44
3 321,50
3 170,40
85 398,21
649 913,14
53 345,38
795 812,07

10.4 OTHER CREDITORS WITH MATURITY > 1 YEAR
Loans
Loan # 4***
Loan # 5
Loan # 6
Subtotal Other Loans > 1year
TOTAL LIABILITIES

Interest %
5,00%
9,00%
9,50%

Maturity date
31.08.2019
16.01.2019
19.07.2019

Principal of the loan
110 000,00
416 909,86
1 250 729,59
1 777 639,45

Accrued interest
40 051,68
1,28
1,28
40 054,24
231 053 876,56

*** This is a transaction with a related party
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11.

NOTES TO THE FINANCIAL STATEMENTS
11.1 GENERALITIES
Mikro Kapital Group

MIKRO FUND (“the Fund”) is a Securitization Fund incepted on July 23, 2008 and its first Management Regulations were filed on August 19, 2008 under the provisions of the securitization law of
March 22, 2004 as a Securitization Fund, as subsequently amended.
The management company, which manages the assets of the Fund is MIKRO KAPITAL S.à r.l. (« the
Management Company »), registered in the Trade and Companies Register (R.C.S.) in Luxembourg
with registration number B137073 and its registered office is situated at 10, rue C.M. Spoo, Luxembourg, where the accounting and corporate documentation of the Fund are available.

Governance

The Fund is an unincorporated co-proprietorship of its securities and other assets, managed by the
Management Company. The assets of the Fund are segregated from the assets of the Management
Company. The Fund includes only one compartment whose reference currency is Euro.
The figures stated in this annual report are historical and not necessarily indicative of future performance.

Financial Report

11.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
11.2.1 Presentation of financial statements
These financial statements are prepared in accordance with Luxembourg’s legal and regulatory
requirements as indicated in the amended law of March 22, 2004 on securitization vehicles.
Accounting policies and valuation rules are, besides the ones laid down by the Law, determined by
the Board of Managers of the Management Company.
The preparation of financial statements requires the use of certain critical accounting estimates. It
also requires the Board of Managers of the Management Company to exercise its judgement when
applying the accounting policies. Changes in assumptions may have a significant impact on the
annual accounts for the period in which the assumptions changed. The Board of Managers of the
Management Company believes that the underlying assumptions are appropriate and that the
financial statements therefore present the financial position and results fairly.
The Fund makes estimates and assumptions that affect the reported amounts of assets and liabilities in the next financial year. Estimates and judgements are continually evaluated and are based on
historical experience and other factors, including expectations of future events that are believed to
be reasonable under the circumstances.
The different items of the financial statements of the Fund are equal to the sum of the corresponding items of each asset.
Some figures for the year that has ended on December 31, 2016 have been reclassified to ensure
comparability with the figures for the year ended December 31, 2017.
Cash at bank and other available values are converted in Euro to the current exchange rates in force
on December 31, 2017.
Income and expenses in currency other than euro are converted in euro at the exchange rates at the
time of the operation.
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11.

NOTES TO THE FINANCIAL STATEMENTS
11.2.2 Valuation of financial assets –
investments at market value in subsidiaries
Mikro Kapital Group

The main valuation rules applied by the Fund are the following:

Governance

The Subsidiaries (Mikro Kapital Russia Co. Ltd, Gorod Deneg JSC, Mikro Leasing LLC, JSC MFC Mikro
Kapital and Carsharing Russia LLC) have been valuated at the Fair Market Value (FMV) by independent professional appraisers. The variation in the FMV compared to the previous year is recorded in the Statement of operations and changes in net assets in the Change in net unrealised appreciation/depreciation on investments.
According to the appraisal report, the Discounted Cash Flow (“DCF”) approach was used for the
calculation of the market value of the (100%) share in the authorized capital of Mikro Kapital Russia
Co. Ltd as of December 31, 2017. The date of the valuation was December 31, 2017. Discount rate
used was 14,59%. Forecast period was from 2018 to 2022. The market value of this investment as of
December 31, 2017 is dependent on the realization of the future cash flows that were programmed
in the DCF valuation model.

Financial Report

According to the appraisal report, the Discounted Cash Flow (“DCF”) approach was used for the
calculation of the market value of the (100%) share in the authorized capital of Gorod Deneg JSC as
of December 31, 2016. The report is dated October 20, 2017 and the date of the valuation is December 31, 2016. Discount rate used was 19,34%. Forecast period was from 2017 to 2027. The market
value of this investment as of December 31, 2016 is dependent on the realization of the future cash
flows that were programmed in the DCF valuation model. The Board of Managers of the Management Company of the Fund has decided to keep the valuation as of December 31, 2017 as there
hasn’t been any subsequent event which will affect the valuation at year end.
According to the appraisal report, the Discounted Cash Flow (“DCF”) approach was used for the
calculation of the market value of the (99,9%) share in the authorized capital of Mikro Leasing LLC
as of December 31, 2017. The date of the valuation is December 31, 2017. Discount rate used was
17,14%. Forecast period was from 2018 to 2022. The market value of this investment as of December
31, 2017 is dependent on the realization of the future cash flows that were programmed in the DCF
valuation model.
According to the appraisal report, the Discounted Cash Flow (“DCF”) approach was used for the
calculation of the market value of the (100%) share in the authorized capital of JSC MFC Mikro Kapital as of December 31, 2017. The date of the valuation is December 31, 2017. Discount rate used was
14,59%. Forecast period was from 2018 to 2022. The market value of this investment as of December
31, 2017 is dependent on the realization of the future cash flows that were programmed in the DCF
valuation model.
In addition to the valuation, Mikro Kapital Russia Co. increased its capital by RUB 150 000 000 RUB
(2 250 816 EUR as of date of transaction: November 08, 2017) as per the decision of the sole shareholder from October 30, 2017.
According to the appraisal report, the Discounted Cash Flow (“DCF”) approach was used for the
calculation of the market value of the (10%) share in the authorized capital of Carsharing Russia LLC
as of December 31, 2017. The date of the valuation is December 31, 2017. Discount rate used was
16,52%. Forecast period was from 2018 to 2022. The market value of this investment as of December
31, 2017 is dependent on the realization of the future cash flows that were programmed in the DCF
valuation model.
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11.2.2 Valuation of financial assets –
investments at market value in subsidiaries
Mikro Kapital Group

The table below summarizes the movements on the value of each subsidiary for the year 2017.
Acquisition value
31/12/2016
Mikro Kapital Russia Co. Ltd

19 192 499,80

Gorod Deneg JSC
Mikro Leasing LLC

0,00

Revaluation

-

31/12/2017

31/12/2016

0,00

19 192 499,80

8 443 581,07

+
0,00

Total

-

31/12/2017

31/12/2016

31/12/2017

(1 696 491,29)

6 747 089,78

27 636 080,87

25 939 589,58

0,00

0,00

49 641,67

9 748 181,03

3 978 981,54

0.00 13 727 162,57

9 797 822,70

13 776 804,24

0,00

0,00

5 689 630,00

18 286 370,00

3 932 984,01

0.00 22 219 354,01

23 976 000,00

27 908 984,01

0,00 2 935 153,80

0,00

2 935 153,80

0,00

2 829 199,44

0,00

0,00

5 764 353,24

0,00 2 000 000,00

0,00

2 000 000,00

0,00

9 399 000,91

0,00

9 399 000,91

0,00

11 399 000,91

24 931 771,47 12 036 315.48

0,00

29 866 925,27

36 478 132,10

20 140 165,90 (1 696 491,29)

54 921 806,71

61 409 903,57

84 788 731,98

Carsharing Russia LLC

2 829 199,44

Governance

49 641,67
5 689 630,00

JSC MFC Mikro Kapital

Total

+

In 2017, the accounting value of the 5 subsidiaries of the Fund increased by 23 378 828,41 EUR compared to the previous year. This increase is due to:

Financial Report

• an increase in the acquisition value of the Subsidiaries of +4 935 153,80 EUR (which includes
foreign exchange revaluation in EUR at closing 2017 of the values in currencies other than EUR);
• an increase in the FMV of the Subsidiaries for 2017 compared to the previous year and amounting
to +21 474 142,26 EUR (which is recorded in the statement of operations and changes in net assets
of the fund in the caption Change in net unrealised appreciation/depreciation on investments);
• a net loss of -3 030 467,65 EUR on the foreign exchange revaluation at closing of the year 2017 of
the total amount of the Investments at market value (Subsidiaries) which is recorded in the Variation of equity of the Fund in the caption Change in net unrealised appreciation/depreciation on
investments).

An increase in the FMV of the Subsidiaries for 2017 amounting to +21 474 142,26 EUR reconciles to
the statement of operations and changes in net assets of the fund in the caption Change in net unrealised appreciation/depreciation on investments as a sum of the above increase in the FMV of the
Subsidiaries, less forex exchange revaluation amounting to -3 030 467,65 and a value adjustment
on brokerage account amounting to -100 649,79 EUR. These 3 items summing up to 18 343 024.82
EUR.

Mikro Kapital Annual Report 2017

52
2

11.2.3 Evaluation of the transferable securities

Mikro Kapital Group

Transferable securities are valued at the lower of purchase cost, including expenses incidental
thereto and calculated on the basis of weighted average prices/FIFO/LIFO method, or market value,
expressed in the currency in which the financial statements are prepared. A value adjustment is
recorded where the market value is lower than the purchase cost. These value adjustments are not
continued if the reasons for which the value adjustments were made have ceased to apply.
The market value corresponds to:
• The last available quote on the valuation day for transferable securities listed on a stock exchange

Governance

or dealt in on another regulated market ;
• The probable realisation value estimated with care and in good faith by the Managers of the Management Company for transferable securities not listed on a stock exchange or not dealt in another
regulated market and for transferable securities listed on a stock exchange or dealt in on another
regulated market where the latest quote is not representative.

11.2.4 Evaluation of forward foreign exchange contracts

Financial Report

Forward foreign exchange contracts represent obligations to purchase or sell foreign currency on a
specified future date at a price fixed at the time the contracts are entered into. Non-deliverable
forward foreign exchange contracts are settled with the counterparty in cash without the delivery
of foreign currency. The values of the forward foreign exchange contracts are adjusted daily based
on the applicable exchange rate of the underlying currency. Changes in the value of these contracts
are recorded as unrealised appreciation or depreciation until the contract settlement date. When
the forward contract is closed, the Fund records a realised gain or loss equal to the difference
between the value at the time the contract was opened and the value at the time it was closed.
The unrealised appreciation/(depreciation) on forward foreign exchange contract is disclosed in the
statement of net assets under “Unrealised appreciation/(depreciation) on forward exchange
contracts”. Realised gains/(losses) and change in unrealised appreciation/depreciation resulting
there from are included in the statement of operations and changes in net assets respectively under
“Net realised gains/(losses on forward exchange contracts” and “Change in net unrealised appreciation/depreciation on forward foreign exchange contracts”.

11.2.5 Presentation of unsold bonds in the financial statements
The bonds (EMTNs) that are issued by the Securitization Fund but unsold to the investors as of
December 31 (the annual closing date of the Fund) and which maturity date is superior to the annual
closing date of the Fund are classified in the Liabilities in « Debenture loans » with a debit sign therefore reducing the outstanding value of the whole amount of the bonds that were issued by the Fund
(independently if these bonds were sold or unsold at the date of annual closing of the Fund).
Where the maturity date of the unsold bonds is inferior to 1 year these bonds are classified in the
sub-caption of Debenture loans “ due and payable after < than 1 year” and where the maturity date
of the unsold bonds is superior to 1 year these bonds are classified in the sub-caption of Debenture
loans “ due and payable after > than 1 year”.
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11.2.6 Equalization accounts of Assets

Mikro Kapital Group

Accrued interest, which is not due as at December 31, 2017 on the permanent loans have been
booked on an individual equalization account.

11.2.7 Other debts
Debenture loans and Private Bond Loans have been concluded for a duration of 12 months or 18
months and are redeemable in one shot at their maturity date (« Bullet issue »).

Governance

11.2.8 Equalization accounts of liabilities
Accrued interest, which is not due as at December 31, 2017 on Debenture Loans and on Private Bond
Loans has been booked on a common equalization account.

11.2.9 Income proceeding from other securities and
from other claims of the permanent assets
Financial Report

This concerns latent increased values on securities and on claims in foreign currencies, which have
not been reimbursed, and realized increased values on microfinance loans and on securities in
foreign currencies, which have been reimbursed. Each latent or realized increased value has been
booked on an individual account.

11.2.10 Interest and similar income or charges
This concerns accrued interest and due interest on Bonds and EMTNs, on microfinance loans and on
bank deposits. An individual account for interest has been created for each Bond, EMTN, microfinance loans or bank deposit.

11.2.11 Value adjustments on financial assets and on securities
This concerns latent depreciations on securities and on claims in foreign currencies which have not
been reimbursed, and realized depreciations on securities and on claims in foreign currencies which
have been reimbursed. Each latent or realized depreciation has been booked on an individual
account.
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11.2.12 Foreign currency translation adjustments

Mikro Kapital Group

Any unitholding or shareholding which base currency is in a foreign currency has been revalued in
EUR at the exchange rate applicable on the last day of the year.
Any loan concluded in a currency other than EUR has been revalued in EUR at the exchange rate
applicable on the last day of the year.
Any Security which base currency is in a foreign currency has been revalued in EUR at the exchange
rate applicable on the last day of the year.
Any Bank account whose base currency is in a foreign currency has been revalued in EUR at the
exchange rate applicable on the last day of the year.

Governance

Any liability (EMTN, Debenture loan, Supplier invoice, etc.) whose base currency is in a foreign
currency has been revalued in EUR at the exchange rate applicable on the last day of the year.
Income and charges in a foreign currency are converted to Euros at the exchange rate at the time
of the operation.
The reference institution for the determination of exchange rates is the European Central Bank
(ECB). Here are the principal exchange rates applied at December 31, 2017:

Financial Report

1 EUR = 69.392 RUB
1 EUR = 1.1993 USD
1 EUR = 1.1702 CHF
1 EUR = 0.88723 GBP

11.3 MANAGEMENT FEES
Management Regulations of the Fund were amended on March 07, 2017 and based on the amended
version the Fund shall pay to Management Company an annual management fee equal to 2% of the
total asset value of the Fund. This management fee shall be calculated and payable at the time of
each Net Asset Value calculation of the Fund.
In accordance with the amended Management Regulations dated March 07, 2017, all the expenses
of the Fund are supported by the Management Company. Hence there is no more provision for
expenses as of December 31, 2017.
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11.4 PERFORMANCE FEES

Mikro Kapital Group

The Management Company shall be entitled to a performance fee equal to 10% of any increase of the
Net Asset Value per unit. This performance fee is calculated at year-end and is payable within thirty days
of its calculation.

11.5 SUBSCRIPTION AND REDEMPTION FEES

Governance

Management Regulations of the Fund were amended on March 07, 2017 and based on the amended
version a subscription fee of maximum 3% may be due to the Management Company each time an
investor wishes to invest in the Fund and to subscribe its units, bonds or EMTN. This subscription fee
must be paid at the time of the subscription.
This subscription fee allows the Management Company to pay the investment fees and to remunerate the agents who have intervened in the subscription process.
No redemption fee will be due.

11.6 RELATED PARTY TRANSACTIONS
Financial Report

All the transactions with the related party of the Fund were concluded on the arm length’ basis.

11.7 TAXATION
The Fund is subject to all Luxembourg tax regulations applicable to companies subject to the Securitization Law.

12.

EVENTS POSTERIOR TO THE CLOSING DATE
12.1 POSTERIOR EVENTS IN 2018

Since the closing date as of December 31, 2017, there was no significant events that would have had
a significant effect on the valuation of the units of the Securitisation Fund, which would not have been
reflected in the NAV of the year 2017 or the closing accounting value as at December 31, 2017

12.2 EVOLUTION OF THE NET ASSET VALUE IN 2018 (UNAUDITED)
The Net Asset Value per unit as of March 31, 2018 amounted to 580 338,50 EUR which results in an
increase of 0,18% compared with the Net Asset Value per unit as of December 31, 2017.
Date
31/03/2018
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580 338,50

Change in % (quarterly)
+ 0,18%
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+ 364,27%
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E.

INVESTMENTS IN AFFILIATED UNDERTAKINGS – MIKRO FUND
MIKRO KAPITAL RUSSIA
Mikro Kapital Group

Mikro Kapital Russia was founded in 2013 by
Vincenzo Trani.

The Company in 2017 performed its planned Business Plan at 100%. Sales increased by 16% in 2017,
while loan portfolio growth was 12% and number
of branches increased from 27 to 33. PAR30 was
at an extremely low level, 2,6%, while PAR90 was
at 5,20%. A strong marketing campaign was done
in order to support the growth and appeal of
Mikro Kapital Russia.

Financial Report

As at 31 December 2017, the value of the Company, estimated with a Discounted Cash Flow to the
Equity by an external appraiser (a Moscow-based
Company named LLC RusBusinessProject) was
RUB 1,800,000,000 (EUR 26 million, approximately).

All branches have now an outstanding
state-of-art office at ground floor in the center of
each Russian city where we do have a presence.
In 2017, total number of employees grew from
100 to 150, and this growth was supported and
accompanied by several trainings performed by
larger/major Russian players in the sector. In the
course of 2017, the number of recurring clients
remained extremely high, at 35%, while total
number of clients increased by 21%. This growth is
the result of a growing demand of the Company’s
products on the Russian market.

Governance

Mikro Kapital Russia supports the development of
the Small and Medium Enterprises in Russia, by
providing access to credit to entrepreneurs and
supporting the Russian economy. The headquarters are located in Moscow, and 154 people work
in the Company as at 31 December 2017.
Mikro Kapital Russia has 33 branches within
different cities of the Russian Federation. The
investment is strategic for Mikro Kapital Group as
Mikro Kapital Russia is one of the major microfinance entities in the country and covers demand
for microfinance products in all major cities of
Western Russia.

To support the growth of Mikro Kapital Russia,
the shareholders did a capital increase in December 2016, allowing the Company to receive new
financing to support its activities. A strong
improvement of the I.T. platform was done in
order to make sure that Mikro Kapital Russia had
the most updated technologies on the market.
Given that, growth perspectives for Mikro Kapital
Russia are high and strong for the next years,
which were duly assessed by an independent
appraiser, reviewed by our Auditors (RSM Luxembourg) and accounted in the annual NAV by
Deloitte Luxembourg.

Mikro Kapital Russia
www.mikrokapital.ru
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AO JSC MIKRO KAPITAL

As at 31 December 2017, the value of the Company, estimated with a Discounted Cash Flow to the
Equity by an external appraiser (a Moscow-based
Company named LLC RusBusinessProject) was
RUB 400,000,000 (EUR 5,8 million, approximately).

AO Mikro Kapital has an outstanding brand reputation, as recurring clients are almost half of the
portfolio, 57%.
Given that, growth perspectives for AO Mikro
Kapital are excellent, as they will combine the
experience and know-how in the Caucasian
region of the Company with the outstanding
network of Mikro Kapital and its professionals.

Financial Report

This acquisition allowed Mikro Kapital Group to
enlarge its market share in a different area of the
Russian Federation, the North Caucuses.

Mikro Kapital Group did a capital increase of RUB
150,000,000 following the acquisition in Q4 2017,
to support current activities and increase credit
portfolio. In 2017, sales increased by 16.9% while
PAR 30 and PAR 90 remained at a relatively low
level, 1,95% and 1,27%, respectively. All employees
of AO Mikro Kapital come from an international
group, Finca, and they received trainings according to best-in-class international practices in
microfinance.

Governance

Finca was awarded of the award “Best MFI 2009”
and “Innovation leader of microfinance 2012”. The
Company was renamed into JSC MFC Mikro Kapital following the acquisition of Mikro Fund in Q4
2017 from Finca International Group.
AO Mikro Kapital has 8 branches within different
cities of the Russian Federation.

Mikro Kapital Group

AO Mikro Kapital was founded in 1999 under the
name of JSC MFC Finca, part of Finca International Group.
AO Mikro Kapital headquarters are located in
Samara, plus it has locations in 5 regions of the
Russian Federation.
AO Mikro Kapital supports the development of
Small Enterprises (“SME”) in the North-Caucasian
market, and it is the first operator in the sector in
that area.

These perspectives were duly assessed by an
independent appraiser, reviewed by our Auditors
(RSM Luxembourg) and accounted in the annual
NAV by Deloitte Luxembourg.

AO Mikro Kapital in 2017 outperformed its Business Plan, also due to the acquisition of Mikro
Kapital Group, that created synergies in terms of
Management, network and know-how.

AO JSC Mikro Kapital
www.mikro-kapital.ru
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OOO TOWN MONEY

Town

Mikro Kapital Group

Town Money (Gorod Deneg) is an P2P internet
platform (crowdfunding) founded in 2012.

Money

Investors can invest their money in existing companies that require cash that underwent a due
financial analysis.

Governance

All borrowers are verified by Town Money
according to best-in-class procedures, e.g. the
methodology of the European Bank for Reconstruction and Development.
The Company in 2017 performed the Business
Plan agreed with an independent appraiser, at
95%, which set its value at RUB 956,000,000,
using a Discounted Free Cash Flow to the Firm.

Financial Report

The Company in 2017 invested a significant
amount in marketing campaign, and reached
more than 5,000 investors. Town Money is the
first P2P platform in the Russian Federation,
providing loans from RUB 300,000 to RUB 15
million.
Average terms are from 6 months to 36 months,
at reasonable rates for companies but still attractive for investors.

Town Money - Gorod Deneg
www.townmoney.ru

Mikro Kapital Annual Report 2017

59

E.

INVESTMENTS IN AFFILIATED UNDERTAKINGS – MIKRO FUND
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Mikro Leasing has 7 branches within different
cities of the Republic of Belarus. The investment
is strategic for Mikro Kapital Group as Mikro
Leasing is the largest private leasing entity in the
country.

Mikro Leasing is a consolidated brand in the
Belorussian market and its story and tailor-made
approach to clients make it a reference in the
sector.
In the course of 2017, the number of employee
and relationship managers remained stable (45),
while recurring clients increased to 24%.
Given that, growth perspectives for Mikro Leasing are still excellent, which were duly assessed
by an independent appraiser, reviewed by our
Auditors (RSM Luxembourg) and accounted in
the annual NAV by Deloitte Luxembourg.

Financial Report

Mikro Leasing covers the demand for leasing
products in several sectors, including innovative
ones for Belarus such as second-hand cars.

Leasing

Governance

Mikro Leasing supports the development of the
Small and Medium Enterprises in Belarus, by
providing high-standards and best in class
leasing services, without additional pledges. The
headquarters are located in Gomel, and 46
people work in the Company as at 31 December
2017.

Mikro

Mikro Kapital Group

Mikro Leasing was founded in 2009 by Vincenzo
Trani.

As at 31 December 2017, the value of the Company, estimated with a Discounted Cash Flow to
the Equity by an external appraiser (a Moscow-based Company named LLC RusBusinessProject) was BY RUB 67,000,000 (EUR 28
million, approximately).
Sales and leasing portfolio increased by 7% in
2017, while PAR30 was very low, 1,8% as the
Company focused on consolidating its activities
and the quality of the leasing portfolio.

Mikro Leasing
www.mikro-leasing.by

Mikro Kapital Annual Report 2017

60

E.

INVESTMENTS IN AFFILIATED UNDERTAKINGS – MIKRO FUND
OOO CARSHARING RUSSIA

The purpose and main target of the Company is
to fill the gap between conventional public transportation and an increasing demand for more
convenient and flexible mobility means.

40% of users are small private entrepreneurs that
have no possibility to buy its own car. In 2018, we
plan to extend the float to industrial vehicles and
to increase our total fleet of more than 100% in 2
years.
As at 31 December 2017, the value of Carsharing
Russia, estimated with a Discounted Cash Flow to
the Equity by an external appraiser (a Moscow-based Company named LLC RusBusinessProject) was RUB 7,909,994,709 (EUR 114,8
million, approximately), which was duly assessed
by an independent appraiser, reviewed by our
Auditors (RSM Luxembourg) and accounted in
the annual NAV by Deloitte Luxembourg.

Financial Report

Carsharing Russia was founded in 2015 by Mr.
Vincenzo Trani and was always part of Mikro Kapital Group and it has been one of the firsts
carsharing services in Russia. The headquarters
are located in Moscow.

Our clear idea is that the financial leasing is
moving more and more on operational leasing
and our Group decided to accelerate this dynamic
by creating the first service of Carsharing in
Russia.

Governance

According to RusBusinessProject, our appraiser,
“Global Market Insights estimated the size of the
global car sharing market to be over USD 1,2
billion as at the end of 2015, it also projects
2016-2024 CAGR of 33,8% for the market growth
and 18,0% for the fleet growth. The forecasts for
2024 are USD 6,5 billion of market size and 1,2
million vehicles of fleet.”

Mikro Kapital Group

Car sharing is one of the most fast growing
sectors in the Sharing Economy. Rental car companies develop and increase everywhere, as large
cities face environmental and traffic issues
because of the high number of cars transiting in
the center every day.

Carsharing is a joint-investment between Mikro
Fund and MK Impact Finance. We invest as a
Group in Carsharing Russia, in a concept of development of micro and small enterprises lending
model.

Delimobil
www.delimobil.ru
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“Opportunities
are everywhere.”

VI. Alternative Fund - annual report and
audited financial statements
GEOGRAPHY OF THE ALTERNATIVE FUND

Mikro Kapital Group

A.

Governance
Financial Report
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VI. Alternative Fund – annual report and
audited financial statements
ALTERNATIVE FUND’S ACTIVITY IN 2017 - HIGHLIGHTS

Mikro Kapital Group

B.

AUM
ASSETS UNDER
MANAGAMENT

EUR
(+332,2-% y-o-y)

Governance

41.1
million

TOTAL
CLIENTS

NAV
NET ASSETS
VALUE
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14.822
FINANCED
IN HISTORY

8.1
million

EUR
(+400.0% y-o-y)

PAR30
AS %

1.11%

TOTAL
EMPLOYEES

53
UNDER
MIKRO FUND
COMPANIES

OF
TOTAL INVESTMENTS
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VI. Alternative Fund – annual report and
audited financial statements
ADMINISTRATION OF THE SECURITIZATION FUND

Mikro Kapital Group

1.

In accordance with the Law of March 22, 2004
the Securitization Fund ALTERNATIVE FUND
is managed by a Management Company named
« MIKRO KAPITAL S.à r.l. ».

Board of Managers of the Management Company
Mr TRANI Vincenzo (since the inception)
Mr NDAO Saliou (since January 2, 2018)
Mrs CORRADINI Tiziana (since January 2, 2018)

Auditor
RSM Audit Luxembourg S.à r.l.
6, rue Adolphe
L-1116 Luxembourg
Grand-Duchy of Luxembourg

Head Office
10, rue C.M. Spoo
L-2546, Luxembourg
Grand-Duchy of Luxembourg

Paying Agents
Bendura Bank (Liechtenstein) AG
Schaaner Strasse 27
9487 Gamprin-Bendern
Fürstentum Liechtenstein

Promotor
MIKRO KAPITAL S.à r.l.
10, rue C.M. Spoo
L-2546, Luxembourg
Grand-Duchy of Luxembourg
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Accountant and NAV Compilation
Deloitte Tax & Consulting S.à r.l.
560, rue de Neudorf
L-2220 Luxembourg
Grand-Duchy of Luxembourg

Governance

Management Company & Registrar
MIKRO KAPITAL S.à r.l.
Manager : Mr. TRANI Vincenzo
10, rue C.M. Spoo
L-2546, Luxembourg
Grand-Duchy of Luxembourg

EFG Bank (Luxembourg) S.A.
56, Grand-Rue
P.O. Box 385
L-2013 Luxembourg
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INFORMATION TO THE UNITHOLDERS
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2.

Governance

The first Management Regulations of the Securitization Fund have
been registered on December 10, 2014 at the file of the Management
Company opened by the Trade Register of Luxembourg under the
number B137073, where it can be consulted and where each
unitholder may receive a copy.
Some modifications of the Management Regulations have been
registered on January 20, 2015, February 19, 2015, March 07, 2017,
March 10, 2017 as well as January 19, 2018.

Financial Report

The latest Management Regulations of the Securitization Fund have
been registered on January 19, 2018 at the file of the Management
Company opened by the Trade Register of Luxembourg under the
number B137073, where it can be consulted and where each
unitholder may receive a copy.
The issue and redemption price as well as the net asset value of
each unit are published in a private space on the website of Mikro
Kapital, www.mikrokapital.com, where each unitholder can be
informed about the evolution of these values.
In accordance with Luxembourg law, a Luxembourg auditor must be
appointed for all securitization funds domiciled in Luxembourg. For
Alternative, the auditor is «RSM Audit Luxembourg S.à r.l.», réviseur
d’entreprises agréé.
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NET ASSET VALUE PER UNIT

Mikro Kapital Group

3.

The Net Asset Value of the Securitization Fund ALTERNATIVE is expressed in Euro and
determined as of the end of each Quarter by the Management Company, by dividing the
global Net Asset Value of the Fund by the number of units in use in the Fund.
Governance

If the last day of the Quarter is not a working day in Luxembourg, the date of the calculation is advanced to the day before.
For the year 2017, the Net Asset Value per unit has been the following:

Date

NAV per unit in EURO

Quarterly %

31/12/2016

101.495,93

-25,86%

-18,80%

31/03/2017

183.035,32

80,34%

46,43%

30/06/2017

186.431,30

1,86%

49,15%

30/09/2017

198.204,90

6,32%

58,56%

31/12/2017

507.424,33

156,01%

305,94%

Financial Report

From 31/12/2016 to 31/12/2017
Accumulated % (since inception)

The Net Asset Value per unit as of December 31, 2017 was 507 424,33 EUR (2016: 101
495,93 EUR), which results in an increase of 399,9% (2016: -18,80%) compared to the Net
Asset Value per unit as of December 31, 2016 (101.495,93 EUR).
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MANAGEMENT REPORT
4.1 INTRODUCTION

Mikro Kapital Group

4.

Alternative Fund (hereinafter “the Fund”) was established by Mikro Kapital S.à r.l., its management
company, and started operations in 2014 as a Securitization Fund in Luxembourg.
Governance

The core activities of the Fund are the following:
• Attracting investments by issuing transferable securities which value or yield depends on the
risks linked to debt and other assets or liabilities taken by the third parties in the activities carried
out by the third parties.
• Investing worldwide attracted Funds in capital or disbursing them in loans to financial institutions (MFOs), individuals and banks, operating in a small and medium-sized enterprise (SME)
environment.
The home countries of the client portfolio are considered as emerging markets with developing
economies that enjoy a stable positive outlook for the future. This means that there is a high
demand for capital in these countries, but at the same time there is only limited access to the
capital market. The result is a potentially high return of capital. Attention is paid to having a
geographically diverse portfolio, thereby keeping the correlation of assets as low as possible.
Thanks to a well-balanced portfolio and a flexible capital structure, the Fund meets the needs of a
wide range of investors with different risk-return profiles on the one hand and provides many
categories of borrowers with the Funds required for their business development on the other.
Activities of client businesses in 2017 were mainly services and industry.

Financial Report

The main clients of the Fund are microfinance organizations and credit cooperatives. The Fund
also disburses loans directly to micro, small and medium enterprises.
The Fund issues transferable securitization fund units and Euro Medium Term Note (EMTN) bonds,
the value of which or yield is linked to credit related assets invested in one or more other entities.
The Fund is actively financing micro and small entrepreneurs, either directly or through third-party
micro financial institutions.
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4.2 THE MACROECONOMIC CONTEXT
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Moldova
According to the latest National Bureau of Statistics data, Moldova’s GDP registered a 4.5% growth
in 2017 reaching EUR 7,4 billion. As for the long-term forecasts, IMF expects Moldova’s economy to
grow in the range of 3,7%-3,9% during 2018-2022.

Moldova GDP growth rates in 2012-2017 and forecasts for 2018-2022
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-0,7% 2012

-0,4%
Source: National Bureau of Statistics, IMF

GDP growth in 2017 was the result of increase in household consumption (+4,9% growth in absolute
volumes) and gross investments in fixed capital, that increased by 1,3% and amounted to EUR 1
billion.
Industry sector registered a decrease by 3,0% in December 2017 on y-o-y basis mainly due to
contraction in processing industry by 24,2%.
Moldova’s government gross debt registered a sufficient increase from 29,6% to 44,8% between
2013-2015. Today country’s government remain dependent on the debt sources of budget deficit
and capital projects financing, including foreign investors. According to IMF estimations, Debt to
GDP ratio will remain around 40% in the long-term.

Moldova's government gross debt in 2012-2017 and forecast for 2018-2022,
as % of GDP
Source: IMF
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Inflation in Moldova increased from 6,4% to 7,3% between 2016 and 2017, according to the most
recent data from National Bureau of Statistics.
Consumer goods contributed the most to the overall growth in prices, increasing by 9,7%
(mainly, due to bad weather conditions in the harvest season and modest output of the agricultural sector, that plays notable role in the country’s economy), while non-consumer goods
registered 4,1% increase in prices.

Governance

Despite this increase in 2017, driven by temporary factors, inflation is expected to consolidate
around 5,0% level in the long-term period, according to IMF, which is in line with 5,0% ± 1,5%
range, targeted by the Central Bank.

Inflation in Moldova in 2012-2017 and forecasts for 2018-2022
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Central bank of Moldova continued to loosen terms of monetary policy in 2017, decreasing
Interest Rate 4 times during the year.
According to the latest meeting of the Executive Committee that took place on 5 December,
interest rate was lowered and set at the level of 6,5%. Central Bank is expected to continue
implement measures regarding Interest rate aiming at targeting inflation at the set level.
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Moldova Central Bank interest rate in 2017
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Financial Report

Tajikistan
Tajikistan GDP in 2017 amounted to EUR 5,8 billion, registering 7,1% growth on y-o-y basis,
according to the most recent official statistics. IMF forecasts for the economy long-term
growth rates are at the level of 4,0%, while World Bank holds more optimistic view with 5,2%
growth rates for the medium-term.

Tajikistan GDP in 2012-2017 and forecasts for 2018-2022
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Country’s GDP main components are Agricultural sector (21,1%), Industry (17%), Trade, hotels
and restaurants (14%), transportation and telecommunications (11,1%). Tajikistan economy
continues to be closely tied to the Russian one, as one of the main drivers of the growth is the
amount of remittances from Tajiks working in Russia, that supports internal consumption.
Among other sources of the economy growth for the medium-term period are activity in the
industrial sectors and construction of Rogunskaya Water-Power Plant, an important infrastructure objects that will provide and increase in power generation.

Inflation in Tajikistan in 2012-2017 and forecast for 2018-2022
Governance

8,0%

7,0%

Financial Report

6,0%

5,0%

4,0%
2012

2013

2014

2015

2016

2017

2018

2019

2020

2021

2022

Sources: National Statistics Agency, IMF

Inflation in Tajikistan registered a minor increase to 6,7% in 2017. Consumer goods accounted
for 4,3% of total increase in prices, while both non-consumer goods and services accounted for
1,2% each. Central Bank of Tajikistan expects 2018 inflation to be at the level of 7,0%. As for the
long-term projections, IMF forecast inflation level to average 6,0%. Relatively stable levels of
inflation are explained by the National Bank’s efforts to keep it in the target range of 7,0%±
2,0% as well as stabilization at the internal currency market.

Central Bank Interest rate in Tajikistan in 2017
Sources: National Bank of Tajikistan

16,0%

17,0%
16,0%

Central Bank interest rate

15,0%
14.0%
13,0%
12,0%
11,0%
10,0%

01/17
Mikro Kapital Annual Report 2017

05/17

09/17

01/18

72

4.

MANAGEMENT REPORT
4.2 THE MACROECONOMIC CONTEXT
Mikro Kapital Group

Central Bank increased interest rate several times during 2017 as a responsive measure to
internal and external risk, especially currency exchange rate increase that put pressure on
pro-inflation processes. Interest rate as at the end of 2017 was at the level 16,0%.

Latin America and the Caribbean (LAC) region
Governance

Latin America and the Caribbean (LAC) region registered an increase in GDP of 0,9% in 2017,
which was positive for the first time since 2014. Regional economy was driven mainly by
private consumption, while investments registered a decrease in major regional countries such
as Brazil, Peru, Mexico. Against the background of the average performance of the region,
Guatemala, Honduras and Nicaragua registered GDP growth within the range from 3,0% (Guatemala) to 4,5% (Nicaragua) with no significant changes from the previous year, except for
Honduras that registered acceleration in the economy from 3,6 to 4,1 between 2016 and 2017.
As for the medium-term prospect, World Bank expect the economies of both Guatemala and
Honduras to stabilize around 3,5% yearly growth, while Nicaragua’s expected 2018-2020
average GDP growth is 4,4%.
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Guatemala, Honduras, Nicaragua GDP growth rates in 2015-2017
and forecast for 2018-2020 as compared to LAC region
LAC, average
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Source: World Bank
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Alternative Fund was first registered in 2014 and started its operations in 2015.
Mikro Kapital Group

During the first year of its operation, the Fund conducted operations mostly in Latin-America
and Asia. Alternative Fund was continuing to approach the market first with a few well-known
operators while giving up an important diversification, and then in the coming months, greatly
reducing the average portfolio credit; a strategy already made to the launch of Mikro Fund back
in 2008.
During 2017 the fund invested in CJSC MDO IMON International (Tajikistan), Mikro Kapital S.P.A
(Italy), Mikro Kapital IFN JSC (Romania) and increased its existing investment in OM Credit CMB
LLC (Moldova) and in Mikro Fund.

Governance

The Total Assets of the Fund came to 41,14 million EUR and the NAV increased by 305,94%
compared to the inception. On March 31, 2018 the NAV of the Fund increased to 306,28%
compared to inception.
On December 31st, 2017 the Fund’s market capitalization totaled 8 118 789, 28 EUR (507 424,33
EUR per unit).
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The global default rate across all loans and all regions is currently equal to zero. This confirms
our commitment to achieve a steady growth of our credit portfolio both in quantitative and
qualitative terms.
Done on June 01st, 2018
For the Management Company
MIKRO KAPITAL S.à r.l.

Mr. Vincenzo TRANI
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REPORT ON THE REVISEUR D’ENTREPRISES AGREE
To the Unitholders of
Alternative Securitisation Fund (the “Fund”)
and

Governance

To the Board of Managers of
MIKRO KAPITAL S.à r.l. (the “Management Company”)
Acting as Management Company of the Fund
10 rue M.C. Spoo
L-2546 Luxembourg
Management Company RCS: B 137.073

Financial Report

Opinion
We have audited the financial statements of Alternative Securitisation Fund, which comprise
the statement of net assets as at December 31, 2017 and the statement of operations and
changes in net assets for the year then ended, and notes to the financial statements, including a
summary of significant accounting policies.
In our opinion, the accompanying financial statements give a true and fair view of the financial
position of the Fund as at December 31, 2017, and of the results of its operations and changes in
its net assets for the year then ended in accordance with Luxembourg legal and regulatory
requirements relating to the preparation and presentation of the financial statements.
Basis for Opinion
We conducted our audit in accordance with the amended Law of July 23, 2016 on the audit
profession (Law of July 23, 2016) and with International Standards on Auditing (ISAs) as adopted for Luxembourg by the Commission de Surveillance du Secteur Financier (CSSF). Our
responsibilities under those Law and standards are further described in the « Responsibilities of
Réviseur d’Entreprises Agréé for the audit of the financial statements » section of our report.
We are also independent of the Fund in accordance with the International Ethics Standards
Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code) as adopted
for Luxembourg by the CSSF together with the ethical requirements that are relevant to our
audit of the financial statements, and have fulfilled our other ethical responsibilities under those
ethical requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.
Other Matter
The financial statements of Alternative Securitisation Fund for the year ended December 31,
2016 were audited by another auditor who expressed an unmodified opinion on those statements.
Other information
The Board of Managers of the Management Company is responsible for the other information.
The other information comprises the information included in the annual report but does not
include the financial statements and our report of Réviseur d’Entreprises Agréé thereon.
Our opinion on the financial statements does not cover the other information and we do not
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express any form of assurance conclusion thereon.
In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report this fact. We have
nothing to report in this regard.

Governance

Responsibilities of the Board of Managers of the Management Company for the financial
statements
The Board of Managers of the Management Company is responsible for the preparation and fair
presentation of these financial statements in accordance with Luxembourg legal and regulatory
requirements relating to the preparation and presentation of the financial statements, and for
such internal control as the Board of Managers of the Management Company determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.
In preparing the financial statements, the Board of Managers of the Management Company is
responsible for assessing the Fund’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern and using the going concern basis of accounting
unless the Board of Managers of the Management Company either intends to liquidate the Fund
or to cease operations, or has no realistic alternative but to do so.
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Responsibilities of the Réviseur d’Entreprises Agréé for the audit of the financial statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue a report
of Réviseur d’Entreprises Agréé that includes our opinion. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted in accordance with the Law dated
July 23, 2016 and with ISAs as adopted for Luxembourg by the CSSF will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.
As part of an audit in accordance with the Law dated July 23, 2016 and with ISAs as adopted
for Luxembourg by the CSSF, we exercise professional judgment and maintain professional
scepticism throughout the audit.
We also:
• Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
• Obtain an understanding of internal control relevant to the audit 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 Fund’s internal control.
• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made by the Board of Managers of the Management
Company.
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• Conclude on the appropriateness of Board of Managers of the Management Company’s use of
the going concern basis of accounting and, based on the audit evidence obtained, whether a
material uncertainty exists related to events or conditions that may cast significant doubt on
the Fund’s ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our report of Réviseur d’Entreprises Agréé to the
related disclosures in the financial statements or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
report of Réviseur d’Entreprises Agréé. However, future events or conditions may cause the
Fund to cease to continue as a going concern.
• Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findin
gs, including any significant deficiencies in internal control that we identify during our audit.
RSM Audit Luxembourg S.à r.l.

Partner
Luxembourg, June 01, 2018
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Euros

As of 31 st December 2017

Notes

9.2, 11.2.2

25 678 370.96

5 485 656.69

9.2
9.2

1 104 176.11
5 229 427.84

19,020.87
111 212.00

9.2
9.2
9.2
9.2
9.2, 11.2.3
9.2

529 929.28
1 135 224.28

2 531 144.44
623 461.66

6 595 622.91
719 299.42

0.00
749 761.31

153 326.08
41 145 376.88

0.00
9 520 256.97

10
10
10
10
10, 11.3
10, 11.4
10, 11.5

4 975 418.54
11 845 622.91
108 882.81
663.44
317 920.56
721 650.50
143 003.94

5 294 042.31
2 375 000.00
52 583.34
0.00
0.00
0.00
0.00

10
10

13 710 761.89
1 202 663.01
0.00
33 026 587.60

119 499.94
0.00
55 196.56
7 896 322.15

8 118 789.28
16.00
507 424.33

1 623 934.82
16.00
101 495.93

Net assets at the end of the year
Number of units outstanding
NAV per unit

10
10

Financial Report

Liabilities
Debenture loans :
due and payable after < than 1 year
due and payable after > than 1 year
Accrued interest payable
Bank overdraft
Management fees payable
Performance fees payable
Subscription fees payable
Other creditors
due and payable after < than 1 year
due and payable after > than 1 year
Unrealised depreciation on forward foreign exchange contracts
Total liabilities

2016
Governance

Assets
Financial Assets
Amounts owed by affiliated undertaking:
due and payable after < than 1 year
due and payable after > than 1 year
Other debtors :
due and payable after < than 1 year
due and payable after > than 1 year
Other investments
Cash at Bank
Unrealised appreciation on forward foreign exchange contracts
Total assets

2017

The accompanying notes form an integral part of these financial statements.
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Euros

Expenses
Management fees
Performance fees
Subscription fees
Value adjustments on loans receivable
Value adjustments on Private Bonds
Interest on EMTNs
Interest on loans payable
Other financial expenses
Total expenses

11.2.7
11.2.7
11.2.7
11.2.8

11.3
11.4
11.5
11.2.6

Net investment income/(loss) to be reported to the next page

From 01 /01/2016
to 31/12/2016

0.00
0.00
571 394.51
61 103.50
27 691.53
66 808.87
726 998.41

5 467.79
909.59
419 136.10
109 544.53
0.00
38 421.78
573,479.79

( 377 920.56)
( 721 650.50)
( 143 003.94)
4 086.47
( 742 208.42)
( 643 238.56)
(155 465.75)
( 566.86)
(2 779 968.12)

60 470.71
0.00
115 320.87
( 867 361.74)
0.00
( 453 759.49)
0.00
( 3.45)
(1 145 333.10)

(2 052 969.71)

(571 853.31)

Financial Report

Income
Commissions and brokerage fees
Other sundry operating income
Interest and fees on loans receivable
Interest and discounts on private bonds
Interest and fees on other receivables
Capital gain on other investments
Total income

From 01/01/2017
to 31/12/2017

Governance

Notes

The accompanying notes form an integral part of these financial statements
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From 01/01/2017
to 31/12/2017

From 01 /01/2016
to 31/12/2016
2 002 395.73
( 571 853.31)

Net realised gains/(losses) for the period
Change in net unrealised appreciation/depreciation
- on investments
- on currencies
- on forward foreign exchange contracts

( 2 052 969.71)

( 571 853.31)

7 936 899.17
402 402.36
208 522.64

198 021.15
50,567.81
( 55 196.56)

8 547 824.17

193 392.40

6 494 854.46
0.00
0.00
8 118 789.28
16.00
507 424.33

( 378 460.91)
0.00
0.00
1 623 934.82
16.00
101 495.93

Change in net unrealised appreciation/depreciation
for the year
Result for the year
Subscriptions
Redemptions
Net assets at the end of the year
Number of units outstanding
NAV per unit

Financial Report

1 623 934.82
( 2 052 969.71)

Governance

Net asset at the beginning of the year
Net investment income/(loss)
(carried forward from previous page)

11.2.2

Mikro Kapital Group

Notes

The accompanying notes form an integral part of these financial statements
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Euros

Number of outstanding shares at the
beginning of the year
Number of issued shares
Number of redeemed shares

16
-

16
-

Number of outstanding shares at the end of
the year

16

16

183 035.32
507 424.33

101 495.93
136 903.82

177.23%

34.89%

Minimum NAV during the year
Maximum NAV during the year
Variation of the NAV (in %)
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2016
1 623 934.82
16
101 495.93

Governance

2017
8 118 789.28
16
507 424.33

Total net assets
Number of units outstanding
NAV per share
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Euros
% of total assets
54.71%
25.01%
18.53%
1.75%
0.00%
100.00%

52.30%
39.88%
-0.38%
7.92%
0.28%
100.00%

Moldova

30.89%

% of total assets
32.27%

Luxembourg

28.79%

47.81%

Geographical classification of investments

Russia

5.90%

0.00%

Romania

12.34%

0.00%

Tajikistan

4.02%

0.00%

Italy

2.41%

0.00%

Nicaragua

2.25%

5.17%

Armenia

1.00%

1.66%

Indonesia

0.67%

7.67%

Georgia

0.62%

0.00%

Cyprus

0.51%

5.53%

Marshall Islands

0.37%

-0.58%

0.10%
0.00%
9.29%
0.24%
0.60%
100.00%

0.19%
0.28%
0.00%
0.00%
0.00%

Liechtenstein
Mongolia
United States of America
Great Britain
Switzerland
Total

Financial Report

(Micro)credit institutions
Securitisation Funds
Financial services
Banks
Industry
Total

Governance

Economic classification of investments

100.00%

* Considering direct and indirect investments
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Euros
Financial assets
Mikro Fund FT (Shareholding 15,59%)***

10 110 089.67

Address : 10, Rue C.-M. Spoo, L-2545 Luxembourg, Grand-Duchy of Luxembourg
Mikro Kapital LLC (Shareholding 90,00%)
Address: Teryan St., 52 Apt.9, 0009 Yerevan, Armenia
OM Credit CMB LLC (Shareholding 100,00%)
Address: Puskin Str. 45, 1st floor, MD-2012, Chisinau, Republic of Moldova
Mikro Kapital IFN SA (Shareholding 99,33%)
Address: 111-113 Pacurari Street, Iasi county, Romania
Mikro Kapital SpA (Shareholding 99,00%)
Address: 1 Largo Toscanini Arturo, I-20122 Milano, Italy
CJSC IMON International LLC MDO (Shareholding 10,00%)
Address: 17th microdistrict, building 2, Khujand, Republic of Tajikistan

156 944.70
Governance

11 327 705.60
1 440 120.21
990 000.00
1 653 510.78

Total Financial Assets

Financial Report

25 678 370.96

Amounts owed by affiliated undertakings (<1 year)
Loan Number
Maturity date
Loan agreement
05/10/2018
Loan agreement
24/11/2018
Loan agreement
24/11/2018
Loan agreement**
24/08/2018
Value adjustment
N/A
Loan agreement
01/10/2018
Receivable from Management Company
Receivable from Mikro Fund FT
Total amount owed

Mikro Kapital Annual Report 2017

Int. Rate
18.90%
18.90%
18.90%
17.00%
N/A
9.00%

Principal of the Loan
29.58
0.00
33 331.03
593 679.65
( 593 679.65)
63 930.83
873 869.52
85 398.21

Accrued Interest
4 905.46
4 273.47
5 840.01
269 595.62
( 269 595.62)
32 598.00
0.00
0.00

1 056 559.17

47 616.94
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CONTINUED
Int. Rate
14.50%
13.00%
18.90%
18.90%
18.90%
18.90%
18.90%
13.00%
14.00%
14.00%
13.00%
13.00%
18.90%
13.00%
13.00%
13.00%
13.00%
13.00%
13.00%

Total amount owed

Amounts owed by other debtors (<1 year)
Loan Number
Maturity date
Loan agreement
13/10/2018
Loan agreement
24/04/2018
Loan agreement
31/10/2018
Loan agreement
31/08/2018

Int. Rate
14,00%
17,00%
16,00%
11.00%

Total amount owed

Principal of the Loan
800 000.00
1 650 000.00
16 676.39
37 521.89
33 352.79
33 352.79
33 352.79
2 112.91
150 000.00
250 000.00
150 000.00
150 000.00
29 183.69
200 000.00
200 000.00
650 000.00
150 000.00
150 000.00
150 000.00

Accrued Interest
129 635.67
127 542.47
2 486.93
5 473.19
4 585.28
3 775.30
3 654.41
23 452.19
22 377.05
35 956.28
5 930.14
5 182.19
1 118.26
2 920.55
6 197.00
2 315.07
4 220.55
3 846.58
3 205.48

4 835 553.25

393 874.59

Principal of the Loan
41 690.99
18 320.65
251 456.39
200 000.00

Accrued Interest
2 782.13
803.29
4 629.25
10 246.58

511 468.03

18 461.25

Principal of the Loan
364 612.22
250 145.92
500 291.84

Accrued Interest
13 471.91
4 852.00
1 850.39

1 115 049.98

20 174.30

Financial Report

Maturity date
01/01/2021
01/01/2021
14/02/2019
20/02/2019
14/03/2019
05/05/2019
11/05/2019
24/01/2023
07/12/2021
07/12/2021
10/10/2022
24/10/2022
06/10/2019
19/12/2022
03/11/2022
21/12/2022
12/11/2022
18/11/2022
30/11/2022

Governance

Loan Number
Loan agreement
Loan agreement
Loan agreement
Loan agreement
Loan agreement
Loan agreement
Loan agreement
Loan agreement
Loan agreement
Loan agreement
Loan agreement
Loan agreement
Loan agreement
Loan agreement
Loan agreement
Loan agreement
Loan agreement
Loan agreement
Loan agreement

Mikro Kapital Group

Amounts owed by affiliated undertakings > 1 year

Amounts owed by other debtors (>1 year)
Loan Number
Loan agreement
Loan agreement
Loan agreement
Total amount owed

Maturity date
13/07/2019
23/10/2019
11/12/2019

Int. Rate
14.05%
12.00%
15.00%

Other investments
Brokerage account # 1

6 595 622.91

Other investments

6 595 622.91
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CONTINUED
Mikro Kapital Group

Cash at Banks
Bank # 1
Bank # 2
Bank # 3

678 270.30
39 685.86
1 343.26

Total Cash at Banks

719 299.42

Forward foreign exchange contracts
153 326.08

Total Forward For eign Exchange contracts

153 326.08

TOTAL ASSETS

Governance

Contract # 1

41 145 376.88

** This loan is currently under litigation. A value adjustment of 100% has been applied on this loan.

Financial Report

Mikro Kapital Annual Report 2017

85

10.

DETAILS OF LIABILITIES
10.1 DEBENTURE LOANS WITH MATURITY < 1 YEAR

EMTN-2018-12-ALT-U

XS1542984874
N/A

Int. Rate
8,00%
8,00%

Bond
indebtedness
1 125 000.00
2 125 000.00

CCY
EUR
EUR

Amount in
EUR
1 125 000.00
2 125 000.00

2.00%

625 000.00

EUR

625 000.00

8,00%

1 475 418.54

EUR

1 475 418.54

Unsold EMTNs with maturity < 1 year
Total Debenture Loans with maturity < 1 year
Accrued interest on Debenture Loans with maturity < 1 year
Total Debenture Loans and interest < 1 year

Governance

Private Bond 2017-06-30-ALT

ISIN
XS1421946358
CH0325532098

Mikro Kapital Group

Issuance code
EMTN 2018-05-ALT-U
EMTN 2018-05-ALT-V.EUR

( 375 000.00)
4 975 418.54
83 177.94
5 058 596.48
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10.2 DEBENTURE LOANS WITH MATURITY > 1 YEAR
Issuance code
EMTN 2020-01-ALT-U
EMTN 2019-01-ALT-U
EMTN 2019-03-ALT-V.EUR
EMTN 2019-03-ALT-V.EUR
EMTN 2019-03-ALT-U
EMTN 2019-03-ALT-V2.EUR
EMTN 2019-04-ALT-U
EMTN 2020-05-ALT-U
EMTN 2021-02-ALT-U
EMTN 2023-05-ALT-U
Private Bond 2017-04-24-ALT
Yield on Private Bond 2017-04-24-ALT

ISIN
XS1542307423
XS1548386199
CH0360199845
CH0358795547
XS1587921096
CH0361839068
XS1605700084
XS1614288253
XS1721028246
XS1721242672
N/A
N/A

Unsold EMTNs with maturity > 1 year
Total Debenture Loans with maturity > 1 year
Accrued interest on Debenture Loans with maturity > 1 year
Total Debenture Loans and interest > 1 year

Int. Rate
5.00%
8,00%
8,00%
5.00%
8,00%
5.00%
8,00%
5.00%
8.30%
8.80%
N/A
N/A

Bond
indebtedness
1 000 000.00
500 000.00
500 000.00
500 000.00
1 000 000.00
625 000.00
500 000.00
500 000.00
1 000 000.00
1 500 000.00
7 020 000.00

CCY
EUR
EUR
EUR
EUR
EUR
EUR
EUR
EUR
EUR
EUR
USD

Amount in
EUR
1 000 000.00
500 000.00
500 000.00
500 000.00
1 000 000.00
625 000.00
500 000.00
500 000.00
1 000 000.00
1 500 000.00
5 853 414.49
742 208.42
(2 375 000.00)
11 845 622.91
25 704.87
11 871 327.78

Amounts owed to credit institution
Bank # 1

663.44

Total amounts owed to credit institution

663.44
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Total Other Liabilities

Interest
111 526.03
10 602.74
8 876.71
21 797.26
2 663.01
155 465.75
317 920.56
721 650.50
143 003.94
119 499.94
155 639.88
849 715.25
965 976.17
7 247 127.91
16 095 999.90

33 026 587.60

Financial Report

TOTAL LIABILITIES

Principal
1 520 000.00
500 000.00
500 000.00
1 700 000.00
1 200 000.00
5 420 000.00

Governance

Management fees payable
Performance fees payable
Subscription fees payable
Mikro Fund -set-off agr.29.12.16***
Transfer agreement 13-06-2017 USD***
Transfer agreement 13-06-2017EUR***
C/c Mikro Kapital Sàrl
C/c Mikro Kapital Listed Securities

Interest %
9.00%
9.00%
9.00%
9.00%
9.00%

Mikro Kapital Group

Promissory note MF 25-03-2017***
Promissory note 1DD 06-10-2017
Promissory note 2DD 20-10-2017
Promissory note 3DD 09-11-2017
Promissory note 4DD 21-12-2017

Maturity date
24/09/2018
05/10/2018
19/10/2018
08/11/2018
21/12/2020

*** This is a transaction with a related party
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11.

NOTES TO THE FINANCIAL STATEMENTS
11.1 GENERALITIES
Mikro Kapital Group

ALTERNATIVE FUND (“the Fund”) is a Securitization Fund incepted in 2014 and its first Management Regulations were filed on December 10, 2014 under the provisions of the securitization law of
March 22, 2004 as a Securitization Fund, as subsequently amended.
The management company which manages the assets of the Fund is MIKRO KAPITAL S. à r.l. (« the
Management Company »), registered in the Trade and Companies Register (R.C.S.) in Luxembourg
with registration number B137073 and its registered office is situated at 10, rue C.M. Spoo, Luxembourg, where the accounting and corporate documentation of the Fund is available.

Governance

The Fund is an unincorporated co-proprietorship of its securities and other assets, managed by the
Management Company. The assets of the Fund are segregated from the assets of the Management
Company. The Fund includes only one compartment whose reference currency is Euro.
The figures stated in this annual report are historical and not necessarily indicative of future performance.

Financial Report

11.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
11.2.1 Presentation of financial statements
These financial statements are prepared in accordance with Luxembourg’s legal and regulatory
requirements as indicated in the amended law of March 22, 2004 on securitization vehicles.
Accounting policies and valuation rules are, besides the ones laid down by the Law, determined by
the Board of Managers of the Management Company.
The preparation of financial statements requires the use of certain critical accounting estimates. It
also requires the Board of Managers of the Management Company to exercise its judgement when
applying the accounting policies. Changes in assumptions may have a significant impact on the
annual accounts for the period in which the assumptions changed. The Board of Managers of the
Management Company believes that the underlying assumptions are appropriate and that the
financial statements therefore present the financial position and results fairly.
The Fund makes estimates and assumptions that affect the reported amounts of assets and liabilities in the next financial year. Estimates and judgements are continually evaluated and are based on
historical experience and other factors, including expectations of future events that are believed to
be reasonable under the circumstances.
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NOTES TO THE FINANCIAL STATEMENTS
11.2.1 Presentation of financial statements
Mikro Kapital Group

The different items of the financial statements of the Fund are equal to the sum of the corresponding items of each asset.
Some figures for the year that has ended on December 31, 2016 have been reclassified to ensure
comparability with the figures for the year ended December 31, 2017.
Cash at bank and other available values are converted in Euro to the current exchange rates in force
on December 31, 2017. Income and expenses are also converted if necessary in Euros to the
exchange rate at the time of operation.

Governance

The main valuation rules applied by the Fund are the following :

11.2.2 Valuation of financial assets

Financial Report

The Fund holds 100% of outstanding shares of Credit CMB LLC which have been valuated at the Fair
Market Value (FMV) by an independent professional appraiser. The variation in the FMV compared
to the previous year is recorded in the statement of operations and changes in net assets in net
unrealised appreciation/depreciation on investments.
According to the appraisal report, the Discounted Cash Flow (“DCF”) approach was used for the
calculation of the market value of the (100%) share in the authorized capital of OM Credit CMB LLC
as of December 31, 2017. The date of the valuation is December 31, 2017. Discount rate used was
12,59%. Forecast period was from 2018 to 2022. The market value of this investment as of December
31, 2017 is dependent on the realization of the future cash flows that were programmed in the DCF
valuation model.
Alternative Fund holds 17,45 units of Mikro Fund. The value of 1 unit of Mikro Fund is calculated each
quarter by «Deloitte Tax & Consulting S.à.r.l.», with registered office at 560, Rue de Neudorf, L-2220
Luxembourg, Grand Duchy of Luxembourg. The value of 1 unit Mikro Fund as at December 31st, 2017
is 579 277,87 EUR (2016: 525 183,05 EUR).
In accordance with Luxembourg law, a Luxembourg auditor must be appointed for all securitization
funds domiciled in Luxembourg. For Mikro Fund the auditor is «RSM Audit Luxembourg S.à.r.l.»,
réviseur d’entreprises agréé, with registered office at 6, rue Adolphe L-1116 Luxembourg,
Grand-Duchy of Luxembourg.
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11.2.2 Valuation of financial assets continued

Acquisition value
31/12/2016
Mikro Fund

2 000 000.00

MK LLC

+

-

Revaluation
31/12/2017

7 247 127.91

0,00

31/12/2016

9 247 127.91

385 863.99

+

Total

-

477 097.77

0.00

31/12/2017

31/12/2016

31/12/2017

862 961.76

2 385 863.99

10 110 089.67

0,00

0,00

156 944.70

0.0

0.00

0.00

0.00

156 944.70

156 944.70

2 942 848.00

1 000 000.00

0,00

3 942 848.00

0.0

7 384 857.60

0.00

7 384 857.60

2 942 848.00

11 327 705.60

Mikro Kapital IFN SA

0.0

1 463 856.16

0,00

1 463 856.16

0,00

0.00

23 735.95

( 23 735.95 )

0,00

1 440 120.21

0,00

990 000.00

0,00

990 000.00

0,00

0.00

0,00

0.00

0,00

990 000.00

1 701 229.70

0,00

1 701 229.70

0.00

0.00

47 718.92

( 47 718.912 )

0.00

1 653 510.78

0,00

17 502 006.47

385 863.99

7 861 995.37

71 454.87

8 176 364.49

5 485 656.69

25 678 370.96

CJSC IMON International LLC

Total

0.00
5 099 792.70

12 402 213.77

Governance

156 944.70

OM Credit CMB LLC

Mikro Kapital SpA

Mikro Kapital Group

The table below summarizes the movements on the value of each subsidiary/investment for the
year 2017.

Financial Report

In 2017, the accounting value of the 6 subsidiaries/investments of the Fund increased by 20 192
714.27 EUR compared to the previous year. This increase is due to:
• an increase in the acquisition value of the Subsidiaries of +12 402 213.77 EUR.
• an increase in the FMV of the Investment for 2017 compared to the previous year and amounting
to + 7 861 957.60 EUR (which is recorded in the statement of operations and changes in net
assets of the fund in the caption Change in net unrealised appreciation/depreciation on investments).
• a net loss of -71 454.87 EUR on the foreign exchange revaluation at closing of the year 2017 of the
total amount of the Investments at market value (Subsidiaries) which is recorded as part of the
outstanding value of Investments at market value at closing 2017 (in the assets of the Fund) and
which is recorded in the statement of operations in respectively currency exchange gains or currency exchange losses depending on the result of the foreign currency revaluation result.

An increase in the FMV of the Subsidiaries for 2017 amounting to 7 861 95.60 EUR reconciles to the
statement of operations and changes in net assets of the fund in the caption change in net unrealised appreciation/depreciation on investments as a sum of the above increase in the FMV of the
Subsidiaries and a value adjustment on brokerage account amounting to 146 398,67 EUR.
These 2 items summing up to 8 008 354.04 EUR.
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11.2.3 Evaluation of forward foreign exchange contracts
Mikro Kapital Group

Forward foreign exchange contracts represent obligations to purchase or sell foreign currency on a
specified future date at a price fixed at the time the contracts are entered into. Non-deliverable
forward foreign exchange contracts are settled with the counterparty in cash without the delivery
of foreign currency. The values of the forward foreign exchange contracts are adjusted daily based
on the applicable exchange rate of the underlying currency.
Changes in the value of these contracts are recorded as unrealised appreciation or depreciation until
the contract settlement date. When the forward contract is closed, the Fund records a realised gain
or loss equal to the difference between the value at the time the contract was opened and the value
at the time it was closed.

Governance

The unrealised appreciation/(depreciation) on forward foreign exchange contract is disclosed in the
statement of net assets under “Unrealised appreciation/(depreciation) on forward exchange
contracts”. Realised gains/(losses) and change in unrealised appreciation/depreciation resulting
there from are included in the statement of operations and changes in net assets respectively under
“Net realised gains/(losses on forward exchange contracts” and “Change in net unrealised appreciation/depreciation on forward foreign exchange contracts”.

Financial Report

11.2.4 Presentation of unsold bonds in the financial statementss
The bonds (EMTNs) that are issued by the Securitization Fund but unsold to the investors as of
December 31 (the annual closing date of the Fund) and which maturity date is superior to the annual
closing date of the Fund are classified in the Liabilities in « Debenture loans » with a debit sign therefore reducing the outstanding value of the whole amount of the bonds that were issued by the Fund
(independently if these bonds were sold or unsold at the date of annual closing of the Fund).
Where the maturity date of the unsold bonds is inferior to 1 year these bonds are classified in the
sub-caption of Debenture loans “ due and payable after < than 1 year” and where the maturity date
of the unsold bonds is superior to 1 year these bonds are classified in the sub-caption of Debenture
loans “due and payable after > than 1 year”.
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Mikro Kapital Group

11.2.5 Other debts
Debenture loans and Private Bond Loans have been concluded for duration of 12 months or 18
months and are redeemable in one shot at their maturity date (« Bullet issue »).

Governance

11.2.6 Income proceeding from other securities and from other
claims of the permanent assets
This concerns latent increased values on securities and on claims in foreign currencies, which have
not been reimbursed, and realised increased values on microfinance loans and on securities in
foreign currencies which have been reimbursed. Each latent or realised increased value has been
booked on an individual account.

Financial Report

11.2.7 Other interest and similar income
This caption concerns accrued interest and due interest on Bonds, on microfinance loans and on
bank deposits. An individual account for interest has been created for each Bond, microfinance
loans or bank deposit.

11.2.8 Value adjustments on financial assets and on securities
This concerns latent depreciations on securities and on claims in foreign currencies, which have not
been reimbursed, and realised depreciations on securities and on claims in foreign currencies which
have been reimbursed. Each latent or realised depreciation has been booked on an individual
account.
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11.2.9 Foreign currency translation adjustments
Mikro Kapital Group

Any unitholding which base currency is in a foreign currency has been revalued in EUR at the
exchange rate applicable on the last day of the period.
Any loan concluded in a currency other than EUR has been revalued in EUR at the exchange rate
applicable on the last day of the period.
Any Security whose base currency is in a foreign currency has been revalued in EUR at the exchange
rate applicable on the last day of the period.

Governance

Any Bank account whose base currency is in a foreign currency has been revalued in EUR at the
exchange rate applicable on the last day of the period.
Any liability (EMTN, Debenture loan, Supplier invoice, etc.) whose base currency is in a foreign
currency has been revalued in EUR at the exchange rate applicable on the last day of the period.

Financial Report

Income and charges in a foreign currency are converted to Euros at the exchange rate at the time
of the operation.
The reference institution for the determination of the main exchange rates is the European Central
Bank (ECB). For loans disbursed in Indonesian Rupiah(IDR), the estimated exchange rate of the
Bank of France was used.
Here are the principal exchange rates applied at December 31st, 2017:

1 EUR = USD 1,1993
1 EUR = IDR 16 243,80

11.3 MANAGEMENT FEES
The Management Company shall receive an annual management fee equal to 2% of the total asset
value of the Fund. This management fee shall be calculated and payable at the time of each Net
Asset Value calculation of the Fund.
In accordance with the amended Management Regulations dated March 10, 2017, all the expenses of
the Fund are supported by the Management Company. Hence there is no more provision for
expenses as of December 31, 2017.
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11.4 PERFORMANCE FEES
Mikro Kapital Group

The Management Company shall be entitled to a performance fee equal to 10% of any increase of
the Net Asset Value per unit. This performance fee is calculated at the end of each quarter and is
payable within thirty days of its calculation.

11.5 SUBSCRIPTION AND REDEMPTION FEES
Governance

A subscription fee of maximum 3% may be due to the Management Company each time an investor
wishes to invest in the Fund and to subscribe its units, bonds or EMTN. This subscription fee must
be paid at the time of the subscription. This subscription fee allows the Management Company to
pay the investment fees and to remunerate the agents who have intervened in the subscription
process.
No redemption fee will be due.

Financial Report

11.6 RELATED PARTY TRANSACTIONS
All the transactions with the related parties of the Fund were concluded on the arm length’ basis.

11.7 TAXATION
The Fund is subject to all Luxembourg tax regulations applicable to companies subject to the Securitization Law.
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12.

EVENTS POSTERIOR TO THE CLOSING DATE

Mikro Kapital Group

12.1 Subsequent events in 2018

Governance

Since the closing date as of December 31, 2017, there was no significant events that would have had
a significant effect on the valuation of the units of the Securitisation Fund, which would not have been
reflected in the NAV of the year 2017 or the closing accounting value as at December 31, 2017.

12.2 Evolution of the net asset value in 2018 (unaudited)
Financial Report

The Net Asset Value per unit as of March 31st, 2018 amounted to 507 849,79 EUR which results in
an increase of 0.08 % compared with the Net Asset Value per unit as of December 31st, 2017.

Date
31/03/2018

NAV per unit in Euro
507 849,79

Change in % (quarterly)
+ 0.08%

Accumulated %
+ 306.28%

Alternative Fund’s assets under management as of March 31st, 2018 have reached 45.23 million EUR
increasing by 9.93% compared to closing of the year 2017.
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C.

INVESTMENTS IN AFFILIATED UNDERTAKINGS – ALTERNATIVE FUND
CREDIT CMB

Credit CMB has 5 branches within different cities
of the Republic of Moldova. The Company’s
market share is currently 0.5% in the country and
we target to achieve 1% within 5 years.

This growth is expected to continue in the future,
as the micro-finance market in Moldova is a
consolidated reality in continuous growth, and
Credit CMB has the flexibility of a micro-finance
institution with the quality (in procedures) of an
institutional player and loan officers issued and
trained from the best banks of the region.
Given that, growth perspectives for Credit CMB
are extraordinary high, which were duly assessed
by an independent appraiser, reviewed by our
Auditors (RSM Luxembourg) and accounted in
the annual NAV by Deloitte Luxembourg.

Financial Report

As at 31 December 2017, the value of the Company, estimated with a Discounted Cash Flow to
the Equity by an external appraiser (a Moscow-based Company named LLC RusBusinessProject) was MDL 230,000,000 (EUR 11
million, approximately).

CMB

Governance

The Company finances small and medium enterprises in Moldova. The headquarters of the
Company are located in Chisinau and 23 people
work for the Company as at 31 December 2017.

Credit

Mikro Kapital Group

Credit CMB is a micro-finance company founded
in 2013 by Mr. Vincenzo Trani and always been
part of Mikro Kapital Group.

The Company in 2017 significantly outperformed
its planned Business Plan, confirming itself a
solid reality on the Moldovan micro-finance
market. Sales increased by 44% in 2017, while
loan portfolio growth was above 70%. PAR30
was at an extremely low level, 1,18%. The Company is now in a Due Diligence for receiving external financing from international institutional
investors, major players in the micro-finance
market. In the course of 2017, the number of
clients increased by 34%.

Credit CMB
www.credito.md
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“You can't stop
the future, you have
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VII.

Mikro Kapital Group

Mikro Kapital Investment S.A.
– annual accounts and audited
financial statements

Governance
Financial Report
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VIII. Frequently asked questions & answers
GENERAL QUESTIONS

Mikro Kapital Group

1.

1.1 Please describe the legal and regulatory set up of both Mikro Fund and Alternative
Fund (SPVs which issue the EMTN Bonds)
Mikro Fund is a FCP: Fonds Commun de Placement. In simple words it is a securitization vehicle, is
not an investment fund. All assets of Mikro Fund belong to the fund and are there to securitize the
debt that belongs to this fund only. The management company is not liable for any of the liabilities
of the fund. That is a basic concept of the securitization law of 2004 of Luxembourg, under which
our company has been created.
Mikro and Alternative Funds are the issuers (SPV vehicle) of our EMTN bonds.

Governance

1.2 Do all Subsidiaries legally belong to Mikro Kapital Luxembourg?

Financial Report

The two SPVs (Mikro Fund and Alternative Fund) own the subsidiaries’ equity.
The equity of the subsidiaries (the assets of their balance sheet) is invested in the disbursed loans.
At higher level, Mikro Kapital Sarl, holds the equity of the two SPVs (Mikro Fund and Alternative
Fund).
Important to point out that all the branches are regulated within the Central Banks of the respective
countries where legally are registered / operate. All the subsidiaries are audited and audit is consolidated at the Luxembourg registered company level (Mikro Kapital Sarl).

1.3 What is your competitive advantage?

Mikro Kapital Annual Report 2017
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We can summarize our competitive advantages as follows:
Complies with SRI principles provides portfolio diversification and exposure to social investment
(supporting the development of small and mid-sized companies and job creation in underdeveloped regions of the former Soviet Union such as Russia, Belarus, Romania, Moldova, Armenia,… ).
For further information, please refer to section number “2”.
Recently the subsidiary companies of the Fund have been recognized as the developer of the Best
Loan Programs for the financing of small and mid-sized companies in Russia.
European Bank for Reconstruction and Development (EBRD) Patronage: The credit process complies with the criteria promoted by EBRD (the “EBRD lending technology”)
The team, operating since many years in Eastern Europe, has deep local knowledge and contact
with the companies and the entrepreneurs being financed
Gives exposure to real economy with little or no correlation to other asset classes
Industry diversification within the Funds loan portfolio reduces investment risk.
Combines Emerging Market returns with the safety of a European domiciled Fund structure (transparency, regulation etc.) → Mikro Fund and Alternative Fund are Luxembourg securitization funds,
controlled by Luxembourg authorities and subject to Luxembourg law
Provides access to deep local knowledge and expertise → The senior management team is composed by foreign nationals who have been working in Russia for many years and are experts of
Microfinance within the region. They are supported by a large and qualified team of local Professionals (more than 200 employees work as creditofficers within the regions)

129

1. GENERAL QUESTIONS

Mikro Kapital Group

1.4 What are the key strengths of your investment strategy?

Governance

►
Investing in EMTN bonds issued by Mikro Fund give to the investors a combination of
simplicity, stable income (determined by a set coupon), LOW duration risk and LOW FX risk.
►
Income: EMTNs pay to the bondholders a coupon yielding ~7% pa on average (in EUR)
►
Low duration risk as EMTNs expire in 24, 36 or 60 months with the first coupon payment
being set 3 months after subscription date (or at client’s discretion)
►
Historical low default rate of underlying loans (less than 1% since inception, the lowest rate
of its asset class).
►
Low correlation with macro economic factors
►
Currency risk is hedged
►
Does not use leverage (This refers to the underlying portfolios of loans. At the SPV - securitization of fund - level, the EMTN bonds consist in a leverage as per definition)
►
Attractive risk premia
►
Each loan is fully collateralised. Collateral is in the form of property (fixed and immovable)
and personal guarantees Primarily short to medium-term loans
►
High Capitalization ratio: bondholders’ interests are protected by a significant buffer in
equity capital and cash
►
Company structure: the private placement structure offers the opportunity to set the yield
ex ante (as opposed to other open funds, which operate in this asset class)

Financial Report

1.5 Who is responsible for managing portfolio and how are decision made
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FAQs

DECISION TAKING
In our Company all decisions are taken by the collegial organ: the credit committees. The power to
take the decision of financing is never centered on a single person.
There are several levels of credit committees: at the branches level, at the HQ level and the Committee with GDFK ltd., an external underwriter.
GDFK ltd. is the company that takes care of the credit risk of the group. The company participates
in the credit committee when the value of the financing exceeds a certain amount set by the shareholders. Other functions of the company are: a) to make the post-audit in regards to the quality of
decision making and b) to give an opinion on the company's internal regulations and their financial
products.
Each Loan application is subject to strict due diligence and credit check and must be approved by
at least 2/3 members of the Credit Committee.
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Please find below a brief description and reference of our main partners:

EBRD

Governance

The European Bank for Reconstruction and Development (EBRD)
helps businesses flourish. Through our financial investments,
business services and involvement in high-level policy dialogue,
we are well placed to promote entrepreneurship and change
lives. Our tailored solutions share a consistent goal of fostering
the transition to market economies, whilst promoting innovation,
growth and transparency.
(source: http://www.ebrd.com/what-we-do.html)

MEF
Financial Report

Initiated in February 2009 by KfW Entwicklungsbank (“KfW”)
and International Finance Corporation (“IFC”), a member of the
World Bank Group, Microfinance Enhancement Facility S.A.,
SICAV-SIF (“MEF”) was setup in February 2009 and has been
designed to support the microfinance institutions facing difficulties in securing financing by providing them with much needed
financing at a time when investment was in high demand but
low supply.
(source: http://www.mef-fund.com/presentation.php)

FONDAZIONE WELFARE AMBROSIANO
FAQs

The Ambrosiano Welfare Foundation's mission is to provide
support to individuals and their families, who are active
residents in the Milano municipality, as well as people who work
in the Milan municipality, who are fallen into the so-called gray
areas of the social protection system (an intermediate situations
in which the individual and his or her family, if not adequately
supported, are most likely to be involved in the new forms of
social exclusion).
(source: https://www.fwamilano.org/index.phtml?Id_VMenu=1082)

ENTE NAZIONALE PER IL MICROCREDITO
The “Ente Nazionale per il microcredito” is a non-economic
public entity that performs important microcredit and microfinance functions at national and international.
(source: http://mikrokapital.it/category/partners/istituzionale/)
www.microcredito.gov.it
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CASSA DEPOSITI E PRESTITI
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The “CASSA DEPOSITI E PRESTITI” and “IL FONDO EUROPEO
DEGLI INVESTIMENTI” (our partners) signed a counter-guarantee agreement aimed at increasing microcredit in SMEs by
drawing on the guarantees of the FEIS (European Fund for
Strategic Investments) through the European COSME Program
(" Competitiveness of Enterprises and Small and Medium-sized
Enterprises ") dedicated to supporting SMEs.
(source: http://mikrokapital.it/category/partners/istituzionale/)

Governance

COMMERFIN
In 2017 Mikro Kapital signed a new agreement with Commerfin,
which involves Confesercenti, Commerfin and Mikro Kapital
working together to meet demand for microcredit from small
businesses. To this end, Commerfin is providing a guarantee
equivalent to 80%, as well as an additional countersecurity for
MedioCredito Centrale.

Financial Report

FONDO EUROPEO PER GLI INVESTIMENTI
The European Investment Fund is an European institution whose
main purpose is to support the creation, growth and development of small and medium-sized enterprises.
(source: http://mikrokapital.it/category/partners/istituzionale/)

FAQs

COSME
COSME (Competitiveness of Enterprises and Small and
Medium-sized Enterprises) is the EU-targeted program for
companies and SMEs for the period 2014-2020 with the aim of
increasing their competitiveness.
(source: http://mikrokapital.it/category/partners/istituzionale/)

BANCA DEL MEZZOGIORNO MEDIOCREDITO CENTRALE
Banca del Mezzogiorno MedioCredito Centrale, as a recruiter of
RWAs, is mainly engaged in the management of two funds from
the Ministry of Economic Development, or the Central Guarantee
Fund, which facilitates access to credit for SMEs and Sustainable
Growth Fund, which aims to support and promote research and
development projects. (source: http://mikrokapital.it/category/partners/istituzionale/)
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1.6 Management regulations

Please refer to the downloadable documents available on our website www.mikrokapital.com under
section “HOME”.

1.7 Shareholders: relation between Mikro Fund and Mikro Kapital

1.7.1. What is the level of equity that Mr. Vincenzo Trani has in the Mikro Fund?
The overall amount of equity is circa EUR 64,9 mln. Vincenzo Trani owns 98,99% of the overall
equity.
Governance

1.7.2. Are the other main unitholders of the Mikro funds also involved in Mikro Kapital (shareholders/employees)?
Yes. Giorgio Parola, Cofounder, Vittorio Volpi, Chairman of the Advisory Board.
1.7.3 Is Mr Vincenzo Trani equity somehow pledged to the fund?
Equity is not pledged.

Financial Report

1.7.4. Ability to withdraw?
Yes he can, but only if the ratio is respected (80 liabilities:20 equity) please refer to the management regulation attached (art.6). On 31st of December of each year the volume of the issued Debt
Securities shall not be more than 80% of total assets. The rights of holders of such Debt Securities
(other than Units) rank prior to the rights of the Unitholders in respect of the Units.
1.7.5. Do you have a specific dividend policy?
No, we do not have a dividend policy.
1.7.6. What has been the level of dividend in the past?
Never paid out dividends in the past.

FAQs

1.7.7. Apart from the fees (performance, management and subscription) is there other cash
inflow/outflow between Mikro Fund and Mikro Kapital?
Apart from the fees, no payment whatsoever has been done between MF and MK.
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Mikro Kapital Sàrl with all its offices around the world became a signatory to United Nations-supported Principles for Responsible Investment (UNPRI), strengthening its growing commitment to
Corporate Social Responsibility, towards activities and beneficiaries.

FAQs

Mikro Kapital Annual Report 2017
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As of today, there are over 1,750 signatories (www.unpri.org/signatories), from more than 50
countries, representing approximately US$70 trillion (www.unpri.org/about).
UNPRI was launched in 2006 by then-United Nations Secretary General, Kofi Annan.
By adhering to UN PRI initiative, Mikro Kapital commits itself to follow 6 main principles:

We will incorporate ESG (Environmental, Social and Governance) issues into investment
analysis and decision-making processes

We will be active owners and incorporate ESG issues into our ownership policies and
practices

We will seek appropriate disclosure on ESG issues by the entities in which we invest

We will promote acceptance and implementation of the Principles within the investment
industry

We will work together to enhance our effectiveness in implementing the Principles
We will report on each of our activities and progress towards implementing the Principles
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CREDIT PROCESS

The algorithm of work can be summarized as follows:

First meeting with client
Application
Check of the economic guarantees
Document for DD

Governance

Visit to the client
Check of the collateral
Credit Committee

Financial Report

 The credit process complies with the
criteria promoted by EBRD (the “EBRD
lending technology”)
 Staff is trained by EBRD
 All members of the credit process are
trained on a monthly basis by the European
Bank for Reconstruction and Development
(EBRD) in credit analysis and risk management.
 Each Loan application is subject to strict
due diligence and credit check and must be
approved by at least 2/3 members of the
Credit Committee.
 On site monitoring every 6 months at the
borrowers location.
 In the event of overdue payments on a
loan (principal or interest amount), monitoring is carried out on monthly basis.
 Non performing loans are discussed
weekly in a specialized NPL committee.
 GDFK Ltd, an external company, underwrites all disbursed loans.

Mikro Kapital Group

3.1 Credit Process – the EBRD Credit
Technology

Disbursement
Monitoring

3.2 Mikro Kapital Leasing financing policy

Mikro Kapital Annual Report 2017
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The client participates in the purchasing of the good with an average upfront payment of 30% of
the total amount. The upfront payment could be lower if the client will be able to provide a real
asset as a collateral (the discounted value of the collateral plus the initial upfront payment must
be equal or higher than 30% of the total value of the purchased asset). The customer is responsible for the choice of the supplier and its possible consequences. In this regards, we always verify
that the requested price from the supplier is aligned with market price.
The process can be summarized as follows
The potential customer makes a request for a loan (credit process). At this first meeting, he
presents his financial needs. Regarding the immobilization, he has to provide us: an in-depth
description of the business, balance sheet, the sources of the loan reimbursement and all the
pertinent documents. If the information and the project are interesting and the potential customer
agrees with our funding conditions, the client fills out and signs the application form for funding.
Subsequently, the client will receive the set of documents to be prepared. As the customer
prepares the necessary documents for the DD, the credit specialist sends the application form to
the Economic Security Department to perform a first check.
The documents submitted by the client are studied by a leasing specialist who compares this
information with those received by the customer in the first meeting. In case of discrepancies, the
customer is contacted for further clarification. If client’s explanations are not satisfactory for our
compliance process, the application for funding will be rejected. As a next step, the leasing
specialist will make a visit to the customer's company in order to personally verify the truthfulness
of the information disclosed within the first meeting.
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After this visit, the specialist is asked to produce an accurate report and feedback about the
business of the client, to be filed within Mikro Kapital’s database directory.

Governance

This step is crucial because only through an accurate due diligence on the “business” of the
applicant’s company we can verify the truth of the information collected and make sure that what
has been said or written is real. The next step concerns an accurate check in regards to the price
of the leased good. This check is always performed by our leasing expert. This step is necessary in
order to prevent that an applicant’s company might purchase an asset at higher price than the
market price. In fact, in case of custumer’s default, this strict ex-ante check will enable Mikro
Kapital to prevent a potential loss within its balance sheet, due to a price mismatch of the leased
good. The last step is to produce the final report and submit the loan application to the committee
where the final decision has to be taken. Loan application is approved only if 2/3 of the committee
votes are positive. In case of a positive output, we communicate it to the client and we issue the
contract.

Financial Report

DECISION TAKING
In our Company all decisions are taken by the collegial organs, mainly the CREDIT COMMITTEE.
The power to take the decision of financing is never centered on a single person.
There are several levels of credit committees: at the branches level, at the HQ level and the Committee with GDFK ltd..
GDFK ltd. is the company that takes care of the credit risk of the group. The company participates
in the credit committee when the value of the financing exceeds a certain amount set by the
shareholders.
Other functions of the company are: a) to make the post-audit in regards to the quality of decision
making and b) to give an opinion on the company's internal regulations and their financial product
products.
Each Loan application is subject to strict due diligence and credit check and must be approved by
at least 2/3 members of the Credit Committee.

FAQs

3.3 Loans repayments duration

Usually loans and credits are repaid between 12 and 60 months. In Russia the duration depends on
the product:
-For factoring the average duration is 90 days.
-For leasing 27 months
-For credits 26 months
-In Belarus the length of leasing is 32 months. Please note that within our contracts we provide the
possibility of an early redemption of the loan without any “prepayment fee”.

3.4 What is the average length of a trial until you reach a settlement with the debtors in
case of bankruptcy according to the law of the country concerned?

In Russia, according to the Law 152 of the Civil Procedure, the judge must issue a sentence within
six months of the beginning of the trial. In the case of a "difficult process" (so called in Russia), the
period may reach maximum 11 months.
In Belarus, according to law no. 175 of 1998 n.219-3, the court must issue the sentence at most
within 12 months of the beginning of the trial.
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3.5 Do you have enough experience to make the statement about the time frame of 6
month or 11 months?

Re. trial period: we generally are able to collect the court decision in our favour in an average
period of 3/6 months. Subsequently, we start to sell the collaterals and in a period of 7/8 month
overall the NPL is closed.
As well, please note that we have a vast range of credit products, which as per definition do not
require to pledge a collateral. For instance, leasing contracts for which the good is already belonging to us.

Governance

3.6 Any comments in regards to the nature of the insolvency law in Russia and easiness
of procedure against delinquent debtors?

Insolvency law allows us to recover rapidly the collaterals and to close with success the major part
of the non performing loans.

3.7 Russia is a stable country. In an unusual case of capital restrictions out of Russia how
will you cope with this situation?

Financial Report

The country risk connected with restrictions of exiting money from Russia, we have no solutions in
this regard unluckily.
However, even taking this risk into account we should consider this has never happened in Russia
in the past, even during Soviet Union period.

3.8 Regulation: is there a cap on the max interest rate that you can charge to your end
customers?
The cap on the max interest rate is 700%. We apply an average interest rate of 27%.

3.9 Any change in regulation foreseen in Russia and Belarus in regards to the Micro
Finance institutions?
No changes in regulation are expected.

FAQs

3.10 EBRD audit of the credit selection process: any specific recommendations/area of
improvement raised?

EBRD (as well as other international Institutions) performed a Due Diligence before the approval
of the credit lines. No further recommendations / area of improvements based on the performed
DD.

3.11 What are the main criteria/area tested during the audit process?
See answer above – full DD on MK activities.

3.12 Could we have more colour around the competition from local banks. Especially
given the low level of NPL you manage to achieve in your portfolio. Any downward
pressure on interest rate you are applying? What would be your competitive advantage
vs what local banks are offering?
Competition with local banks is small, since local banks work mainly with retail or large corporations. Our main competitive advantage is the timeframe for the disbursement: 3 days on average.
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4.1 What is the success ratio for your applicants to receive a loan?

On average only 30-35% of applications pass our credit process analysis, hence eligible for a loan.
In aggregate, we have 26,018 clients as per December 2017.

4.2 Do you use any form of quantitative analysis?

No, in our companies we use checklist and crosschecking as per EBRD Credit Technology best
practice. We avoid scoring methodology as we believe it results to a less in-depth KYC process.

4.3 How do you set the yield for the new EMTN Bonds every month?

5.

Governance

On the basis of: market rate for loans in each country, hedging costs, keeping 10% as average net
interest margin, as per our internal indicative target.

PORTFOLIO RISK MANAGEMENT
Financial Report

5.1 Describe your approach to investment risk

Mikro Kapital’s activity is focused only on microcredit to Micro and Small-sized Enterprises (MSEs)
in emerging market’s countries with stable governments and a strong growth and development
phase. Thanks to its dynamicity and great growth potential, Microfinance is one of the less
exposed asset classes to the volatility of financial markets and its fundamental macroeconomic
factors.
The main risks can be identified as follows:
 Currency Risk: our portfolio is composed by circa 65% loans in the respective local currency
and 35% in Euro. The local currency bulk of loans is systematically hedged in Euro at the portfolio
level. As a result, the bondholders will invest in a Euro bond with no FX risk

FAQs

 Counterparty risk. We always apply a high selectivity to choose the potential borrowers and
we always demand for a collateral to guarantee the loan disbursed. This value of the collateral
must cover minimum 130% of the amount financed, and easily sellable in case of default.
 Country risk. Mikro Kapital always acts in emerging countries that have both political and social
stability. Those countries have a similar civil legal system, which fully protects the lender and
allows to overcome all levels of courts in a short time trial. Thanks to this efficacy, it is possible to
promptly liquidate the collaterals eventually.
 Counterpartу risk (borrowers)
This risk is very limited as leasing portfolios are covered by:

Best-practice international analysis (EBRD Credit Technology best practice)

A decision that is taken collectively (and in some cases also by additional people from
GDFK company, which is responsible for managing the Group's credit risk)

Leasing assets (which belong to the leasing company as per definition of a leasing contract

Real guarantees (collaterals) which are ultimately discounted for an additional 30-40% of
their value

Default risk: Historical low default rate of underlying loans (less than 1% since inception,
the lowest rate of its asset class).
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5.2 Do you have any investment constrains within your portfolio? Please describe


The liquidity of the portfolio must be always kept above 10% of the overall AuM of the
strategy

In order to increase our short-term liquidity, our balance sheet must invest a minimum of
10% into money market instruments (short term government bonds) and/or promissory notes.
This cash buffer has to be read in addition to the 10% cash position within the portfolio strategy

Currency risk must be fully hedged

Concentration’s limit: we cannot invest more than 30% of our AUM in a single counterpart

Governance

5.3 Do you have an internal guideline or policy on how much cash you have to hold in
order to maintain the secondary market?
We do have a specific portfolio guideline re liquid / cash positions to be held in the minimum
amount of 10% of the overall portfolio. This cash buffer is kept in favor our Bondholders in the
event of possible market turmoil’s, currencies’ swings and in order to maintain the secondary
market. Please see sub-section 5.2.

5.4 What is your risk evaluation policy?

Financial Report

The portfolio is valued and priced on quarterly basis.
Illiquid assets, the Portfolio at Risk (PAR), following non-payment of installments by the borrowers, has always been a small percentage of the total AUM. Our Legal department and a call center
are always active in order to be able to promptly recover the remaining debt amounts still to be
received. The table below shows the evolution of the PAR over time.

5.5 Discuss the depth of diversification

FAQs

The number of clients reached since 2008 has always been in constant and continuous growth as
you can see in the graph below. As at December 2017 we have reached 13,242 clients in Mikro
Fund and 12,776 clients in Alternative Fund.
A broad diversification of the current portfolio is guaranteed by the broad amount of outstanding
loans.

5.6 Discuss your leverage exposure

No use of leverage (at portfolio level). Leverage has never been used. (This refers to the underlying portfolios of loans. At the SPV - securitization of fund - level, the EMTN bonds consist in a
leverage as per definition)
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5.7 Do you use currency hedging?

20,1%
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Currency by N. of Contracts

11,2% 11,0%

7,5%

19,6% 20,5%

25,6%

28,9%

25,5%

28,0%

20,8%
30,3% 37,4%

30,9%

36,8%

68,1%

33,4%
34,4%

33,6%

54,4%

54,6%

44,0%

48,0% 59,9%

62,8%

60,9%

64,4%
64,0%
66,2%

71,9%
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74,0%

37,5%
41,1%

69,3%

Mikro Kapital Group

Our portfolio is composed by circa 65% loans in the respective local currency and 35% in
Euro. The local currency bulk of loans is systematically hedged in Euro at the portfolio level.
As a result, the bondholders will invest in a Euro bond with no FX risk.
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5.8 How much leverage can the Fund use? (by leverage we mean the ratio of debt
(EMTN) to equity (cash)?

Our management regulations are very clear in that aspect, total debt should be at maximum of
80% of the total assets. On 31st of December of each year the volume of the issued Debt Securities shall not be more than 80% of total assets.
Please note the following slide of our presentation showing our capitalization ratio. Furthermore,
as per our internal guideline our equity buffer must be at least 20%. Please refer to picture 5.10.

FAQs

5.9 Can you describe in more details how you manage the ALM (Asset & Liability
Management) of the Fund?

Liability side: handled in regards with point 1. Our management regulations are very clear in that
aspect, total debt should be at maximum of 80% of the total assets. On 31st of December of
each year the volume of the issued Debt Securities shall not be more than 80% of total assets.
Asset side : the Management Company (MK SARL) will decide where to invest best, but under
the following restrictions:
The Management Company shall determine the policy regarding the acquisition of risk linked to
debt, as well as the type and proportions of assets and risks that the Fund may acquire or
assume, in accordance with the following limits:
It shall invest in micro, small, medium enterprises, microfinance institutions, leasing companies
and banks in Eastern Europe, Asia and South America.
It shall not invest more than 35% of the company’s assets in a single counterparty.
All the company’s investments in micro, small and medium enterprises shall be subject to the
approval of the Manager of the Management Company. This power may be delegated to any
other qualified third party.
In addition, the company may also invest up to 35% of its assets in liquid assets and transferable
securities. Furthermore, the company may use specific Risk-hedging and derivative instruments
and techniques insofar as such are compliant with the securitisation Law.
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6.1 Have the strategy or investment process changed since inception?
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No, however, the level of automation reached by our processes has improved towards a more
efficient direction in terms of:
Time to analyze the credit request
KYC process efficiency
Presenting the case to the credit committee
Providing funding

6.2 In which markets do you believe your strategy perform best?

Governance

Mikro Kapital operates in those countries where the applied interest rate for disbursing micro
loans is more attractive for our EMTN’s bondholders. As well, we are constantly looking for new
acquisition opportunities of existing Micro Finance Institutions’ networks within those markets
where we aim to extract an attractive risk premia for our bondholders (applied interest rate / %
of non performing loans “NPLs”)
Please see below the map of the most attractive regions for this asset class.

Financial Report
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6.3 What are your sources of added value?

Our greatest added value and competitive advantage consist in owning the network of the
offices receiving/approving the applications for the Micro loans within the Territories where we
operate. This allows us to:

Control the whole credit approval process

Have a standardized due diligence procedure, which applies to all our customers within
the portfolio

Economy of scale: owning the whole network implies high operational costs, but guarantees the full control over the margins across the whole process

Full visibility over the NPLs

Audit the whole company structure – from Mikro Kapital Lux to the single branches
within the territories

Provide to our bondholders a transparent process, which is controlled from the origination of the source of return of the EMTN

Offer a more competitive / higher risk premia for this asset class
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7. 1 Who is responsible for independent risk oversight? Please describe the process
The Group's credit risks are entrusted to GDFK ltd, which is entitled to comply the following
tasks:
 Participate in the credit committees of those credit request applications that exceed the
requirements set by the shareholders for each company
 Perform an audit of the applications approved within the requirements set by the shareholders for each company
 Advise the Supervisory Boards in regards to new products that our Subsidiary Companies
want to introduce
 Advise the Supervisory Boards about the new internal procedures that our Subsidiary
Companies want to adopt
Advise the CEOs and Supervisory Boards regarding the level of preparation (knowledge of the
Credit process procedure) of people participating in credit committees.

Governance

GDFK Ltd is an independent company that supervises the Credit Process and has right of veto
on credits.
The General Director of the company is a person independent from the Mikro Kapital Group.

8.

VALUATION
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Our funds’ investments are continuously monitored and valued according to the international
standards of the Private Equity and Venture Capital Valuation Guidelines. The Management
Company, Mikro Kapital Sarl, performs valuations of its investments, according to the international
standards, on semesterly basis.

8.1 Compliance with the regulatory framework

FAQs

Our investments are all in entities regulated by their respective jurisdiction frame. Each entity
complies with all regulatory duties imposed to a regulated entity by the Central Bank of the
country of operations.
Our investments are duly audited in their respective country of operations and then an audit is
performed in Luxembourg, at the Fund level.

8.2 Basis of the valuation

The valuation is performed by well-recognized independent Appraisers, based on their own
knowledge of the market, where the companies operate. We checked the valuation credentials
and industry expertise of the Appraisers valuing our investments. Based on these internal checks,
Mikro Kapital appraisers were always considered as qualified to serve as market experts in our
valuation engagements and they performed a plausible and articulated analysis to derive a Fair
Value of our investments.
In the course of our history, Mikro Kapital never get indication that the Appraisers were not
objective and did not act on pure independence basis.
Any document provided by Mikro Kapital to the Appraiser, serving as base for the Valuation,
would be duly disclosed in the Valuation Report, in order to enhance transparency for 3rd parties
and bonds-investors having access to the report.
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8.3 Valuation Method
Valuations are performed comparing 3 different “best in class” methods: (i) income approach
(usually a Discounted Cash Flow), (ii) market approach (comparable companies), and (iii) cost
approach.
Income approach is most likely the one having the best accuracy in deriving the Equity Value of
the investments. As mentioned, this Equity Value is usually derived via a Discounted Cash Flow
method, as only cash items are included in the audited financial statements (to best represent the
liquidity of the investments).

Governance

8.4 Valuation Frequency
In order to enhance transparency to bonds-investors and provide most updated financials every
period, our valuations are performed on semesterly basis, and in case of extraordinary events, on
quarterly basis. Therefore, our quarterly NAV will also reflect updated facts and values related to
our investments.

Financial Report
FAQs
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