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lndependent Auditor's Report

To the Shareholder and the Superylsory Board of Vjator Microcredit Azerbaijan LLC

We have audited the accompanying financiat slalements of Viator Microcredit Arerbaijan LLC ("the
Company"), which compnse the slalemenL of financial position as at 31 December 2012, a0d the slatement
of comprehensive incorne, staLement of cash ftows and statement of changes in equity for the year lhen
ended, and a summary of signifcant accountjng poticies and olher exptanatory notes.

Management's Responsibilityforthe Financial Statements

Management is responsible for the preparation and fair presentation of these financial statemenls in
accordance with Internationat Financial Repo(ing Standards, and for such internat controt as management
determines rs necessary to enabte the preparation of fjnancial statements that are free from material
mhstaternenL, wheLher due to fraud or error.

Auditor's Responsibility

Our responsibitrty is to express an opinion on lhese financlat statements based on our audit.

We conducted our audil in accordance wilh Inlernalional Standards on Auditing, Those standards require
lhat we comply wjth elhical requirements and ptan and perform lhe audit to oblain reasonabte assurance
whether the financiat statements are free from maLeriat mkstaLemenl,

An audit invotves performing procedures to obtain audit evidence about the amounts and dkctosures rn the
financial statements. The procedures setected depend on the auditor's judgment, including lhe assessment
of the risks of maleriat misstatement of lhe financial statemenLs, whether due to fraud or error, In making
those risk assessrnenls, the auditor considers inlernat controt retevan! to the enLity's preparation and fair
presentation of the financial statements rn order Lo design audil procedures that are appropriate in the
circumslancer, bul not for the purpose of expressing an opinjon on the effectiveness of the entity's inlernat
control. An audit aLso inctudes evaluaLing lhe appropriateness of accounLing poticies used and the
reasonabteness of accounling eslimales made by management, as welt as evatuating the overalt
presenlation of the financial stalemenLs.

We betieve that the audjt evidence we have obtained is sufficient and appropriate Lo provide a basis for our

Basis for Qualified Opinion

1. The financiaI stalements do not drsctose informalion aboLrl fair valuet of cotlaterals hetd and
contractual rnatudries of financiaL liabitities based on undiscounted cash ftows. Disclosure of this
information is required by the IFRS 7 "FinanciaL Instrurnents: Dr'sctosures".

Z. Land and blildings of the Company were revaLued as at 31 December 2012 by an independent
vatuation company. as shown in note 8 to the financiat stalements, carrying vatue o[ land and
bujtdings reported in the financiat sLalements is USD 671,893. We were unable lo obtain sufficien!
approprjate audit evidence aboul the retjability of inpu! data used in arriving at fair vatue oi the
land and bltldjngs. Consequentty, we were unabte to delermine whelher any adjuslment to thit
amoun! was nece55ary.

qualified Opinion

In our opjnion, excepl for the possibte effects of lhe matters descrjbed jn the Batis for Qualified Opinion
paragraph, the financial stalemenls presenl farrty, in all materiaI respecls, the financiat position of Viator
Microcredit Azerbai.jan LLC as al 31 December 2012, and its financjat performance and its cash ftows for the
year then ended in accordance with International Financial Reportjng SLandards.

10 May 201 3

Bridge Plaza, 12th floor
Saku AZl022, Azerbaijan
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Statement of Management's Responsibilities for the Preparation and Approyal
ofthe Financial Statements for the Year Ended 31 December 20'12

The followlng stalemenl, which shoutd be read in conjunctrcn Mth the independent auditor't
responslbitities stated in the independent audilois report, is made with a vjew to djstinguishing the
respective responsibililies of management and those of the independent audilor in retation to the financial
statements of Viator Microcredit ,?erbaijan LLC ("the Company").

anagement is responsibte tor the preparation of the financiaL statements that present fairly the linancial
position of the Cornpany as at 31 December 2012, the results of ils opelations, cash ftows and changes in
equity for the year then ended, in accordanceMth lnternatronalFrnanciat Reporting Slandards {"lFR5').

In prepanng the frnanc'at statements, management is responsible for:

. s€tectinc suilable accounling principles and applyrng them consistentlyj

. l akingjudgments and e5!imat6 that are reasonable and prudent;

. Stating whether IFRS have been fottowed, subject to any mate al departures disclosed and exptalned
in the financiat statements; and

. Preparing ihe financiaL statements on a going concern basis, unless it is inapprop ate to presume that
the ComDanv wilt continue in business for the fores€eable future.

Management 15 atso responsrbtefor:

. D€siCninC, implementing and malntaining an effective and sound sr'stem ot intemalcontrols throughoui

. 
^ 

aintaining proper accounting records tha! drsclose, Mth reasonable accuracy, the financiat porition ot
the Company, and which enabte them to ersure that the {inancial statements of the Company comply
with lFRs;

. Mainraining statutory accounting records in compliance with legislation and accounting standards oi
the Repubhc of Azerbajjan;

. Taking such steps as are reasonably available to them to safeguard the assets of the company; and

' Deteclins and preventing fraud and other ir€gularitis.

On behaLf of the Company's management the fjnancial stalementr for rhe year ended 11 December 2012
were autho sed lor issue on 10 May 2013 by:

viator Microcredit Azerbaijan LLC

Ganja Azerbaijan



viator Mi.ro.redit Azerbaijan LLC
Statenent of Findncidl Position 6 dt 3t De.enbet 2012
in United Stotes DoUd.s, @less otheNise indi.oted

zolz
2011 20 to

Cash and cash equivalents

Property and equipment
7
8

390,695
12,946,142

799,445
68,088
10,438

507,718
9,966,603

732,642
76,902
a,ztE

275,538
7,411,029

746,188

14,U4
14,214,E0E 11,292,08J 4,446,769

Liabilitis
Long term borrowings
Credil0l5

l0
11

9

6,421,963
'145,341

5,011,9?5
84,540

z,9zz,4a1
Ma,2U
23,836

Totalriabirltles 6,567,306 5,096,465 3,094,601
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Equity
Charlercapital 1Z 381,309

6,E41,575
339,383
E5,235

9,985
5,829,610

273,119

9,985
5,001,662

307,6<8
40,E73

5.362.168
4,456,769Total liabilit

Executive Director

10 May 2013

The norcs *t out an pases 9 to 32 ate an integtal patt ol these linan.ial statenents

5



viator itictetedit Azeftaijon LLC
statenent-ot Comprchensive lncome lor the yeat Ende.! 31 De.enber 2Or2
in United Stotes Dotlors, unt.ss 
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i.i"" i"aicit"a

Note ,.--.1ot'zurr (Resratedl

Interest and simttar income 13 4,0U,386

27,651

2,947,51E.

General and administrative expenses

Exchange gain

15

16

17

(r,989,386)

1657,3't2)
604,131
29,145

(1 ,535,3241 '(655,6E3),
45E,683 -,

1,573 ,'1,554,659 740,

Grants disbursed to other instituhons
233,351
(91,243)

292,287 .
(r2,795) .
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56
1,3J9,47a

117,030) -
743,44a

Other comprehensive income
Revaluation of buildings

rehensrve incorne
nents of

100,995
(43,414)

8,6E3

(528)
(42,s00)

8,500

,L
utive Director

10 May 2013

The notet eI oqt @ pdSes



Vidtor Mi.ro.rcclit Azeftaij@ LLC
Statenent ol Cash Flows lor the Year Ended 31 De.enber 2Ol2
in United States Dolld.t, unless otherybe incli.oted

2012 2011

C.sh llows from operatjng .ctivities
lnterest and comm'ssion fees received
Payment to employees and supptie.s
Loans issued to customers

C$h flows from financing acuvities
Proceeds from tong term boffowings
Repayment of long @rrn borowings

4,551,061
(2,3%,3E7)
(2,823,157)

3,401,434
\2,01E,60r)
\2,702,718J

Grants disb'rrsed 191,241) /.132,795)
lnte.est paid (511,7J6) \376,117)
Payment of profit tax e91,534) 1192,079)

Cash flows from investing activities
Purchase of property and equipment
Pro(eeds from disposat of propertyand equipment 4,650

1161,017)

213,351

|1u,439)

3,313,376
(2,000,000)

2,095,806

292,2A1

10,120 14,691
180

507,714

117
Exchange rate dif ferences
Net (de.rssel / increase in c6sh and cash
Cash and cash €ouivalents at
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10 May 2013

fhe tutes set out on pages 9 to 32 ate 6 integrcl pott oI these Jin@.iat statnqt'
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vidtot it i.to.tedit Azetbaijdn LLC
Saatdqt ot Changes in Equity lor the Yeat Ended 31 De.enber 201 2

unless o the twise indiccaed
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Retained Revaluation

Olher comprehensive Loss net or tax
Transferred to retarned earningt

743 444444
119 904 6,195,614

Net Drofit tor the vear
Batance as at l1 December 20li 829.610

7,971
(42,500)

109,67E

i.43,414)

42,031

2,131

50,002
<2,500

other comprehensive 
'ncorne 

ne! of lax
Tranderred !o retained earnjngs
Increase in share capitat

,L

10l,^ay 2013

- 43,414
371,324 (371,324)

112,O09

1,339,875

Balance as at 3l D*ember 20lZ 381,t09 6,841,575
1.339.875

85.235 7,647,502

enr relaied to Previous Year 1119

fhe notet set out an p4s 9 to 32 ote an intesrol part oI these JinanciaL srotmentt
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viato. tAicto.tedit Azebdijdn LLC
Notes to the Financial Statenehts lot the Yedr Ended 31 Decenbet 2012
in l,)nited stdtes Dollo.s, unless otherwise indicoted

1, PrincipalActivities of the Company

Viator Mjcrocredit Azerbailan Non.Sank Credit Orgafisation LLC ("rhe ComPany") provides financial
taciLities to small eftrepreneuG rn vaious regions of Azerbaijan so that they can create jobs, build assets

and jmprove their standafd of tivjng.

The company was establhhed in April 1998 and started its Lending operations jn June 1998. Until 19

November 1999 it was reg$tered as a representative office of Viator Mjcrocredit in Azerbaijan. On 19

November 1999 rhe Company was registered wilh the Azerbaijan Ministry of lusrrce and obtained the status
of a tegal entity. The company was reregrsiered to comply with the regutatrons ol the cenlrat Bank of
Azerbaijan, in accordance wjth which only legat entities can Perform Lending activities on the territory of
Azerbaijan. The new entity obtained a license for leiding activities frorn lhe Central Bank of Azerbaijan on
29 February 2ooo

ViatorAS (Kingdom of Noruay) is lhe sole owner of the ComPany

The Company is pnmanly financed by grants from the NoMegian Agency for Development Co operation
{NOMD), a directorate under the Norwegian Ministry of ForeiSn Afrairt, which is the ultimate coftrolling
party of the company

The Company p ncipally provides small toans to jndividuaLs and to groups of individuah thal tack access to
traditionat f inanciat institutions

The principal Localion of lhe Company's office is at 112, N.Narminanov avenue, Ganja 422002, Azelbaijan
The comDany has branches and offices in Ganja, Shamkn, Shaki, cazakh, Datimammadli, and Balkan
resions of Azerbaijan.

The average nrmber of the Company s emPloyees in 2012 was 127 (2011: 103).

2. Operatine Environment of the Company

Over recenr years, Azerbaijan has lndergone substantiaL political and economic changes As an emerging
market, Azerbaijan does not possess a welldevetoped commercial infrastructure, whjch generatty exjsts in
more matLre business markels Laws and regllatjois affecting businesses operating within the country are

subject to rapid change. In addition, continued economic stabitity is dependent to a large exlent on th.a

effectivene5s of fiscal and monetary measures takef by the governm€nt, regutatory devetopmenls,
decisions of int€rnational lending organisations, and other actions beyond the comPany t conuol

Although recentty there have been positive economic signs in Azerbaijan, the long-tem prospects for the
Azerbaijani economy remain unceGin. Nationateconomy is dePendent of export of hydrocarbon resources.

As a resLrtt, the Company\ assets and operations could be at isk reslLting from anv adverse changes in the
DolrticaL and business environmenl.

Fi nohci ol ma rke t tro nsa ctio ns

The gtobal financial crisis has resulted in, among other things, global liquidity crunch which Led to
contraction of the internationat and domestic capital market, lower LiqLridity tevels across the Azerbaiiani
banking secror and very high uncertainly in lhe domeslic and foreign equjty markets The uncertainlies in
the gtobal financial market have also led io bank failures and bank rescues if the United States of America,
Western ELrope, Russia aid other co!ntries, however its impact on fjnancjat system of Azerbajjan was has

been relatively Limited. Currently, rt is impossjble to fulty a$es the inftuence of the ongoing cisis or avoid

Since 2008 investoG have been re-evaluating therr exposure to risks, whrch reslLted in reduc€d or closed

timrts on transaclions conducied in Azerbaijan, thereby addinC lo voLatilily. Stch circ!mstances can affec!
the abilrty of the Compary to obtain new borrowings at terms and conditions srmilar to those apptjed to

Borowe6 and debtors of the Company rnay also be afrected by the repercussions of the financiat crisis,
which can in turn imDact their abitity to meet their iinancial obligations to the company To the extent
that inforrnatioi is avaiLable, managemen! has adequatety reftected rev6ed estimates of exPecled future
cash ftows in their imoairnrent assessments These firancial staiements do nol inctude the adjlstments
reflecting the impact on lhe Company s financral Positlon of further deterioration in the ljq!iditv on the
tinancial markets and the increased volatitily in the c!rrency and equity markett



Viator Microcrcdit Azeftdijah LLC
Notes to the Financiol Stotenents lot the Yeat Ended 31 Decenbet 2012 (@ntinued)
in l)nited Saates Dollats, unless othetwite indi.ated

h 2012 inflation in Azerbaijan has dropped signjficanrLy. The ofticial inttarion indices for the lasr three
yea6are given in the tabte below:

Year ended tnftation for the Denod

l1 December 20l2
31 December 2011
31 December 2010

Currency t.dnso.tiont

Nauonal clrrency ol Azerbaijan - manat is the marn curency used within the counrry. Foreign curencies,
in pa(icular the US dollaG and Euro, ptay a significant role in measurjng economic paramaters of many
busings vansactions in Azerbarjan. The rable below shows rhe exchange rates of US doltar (..USD',) retarive
to Azerbaijani manat ("AZN") and Euro {"EUR")l

'1.2%

8.1%

AZN I EUR 1
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31 December 20l2
31 December 2011

1.2739
1.2715

1.3219
1.2940

3. Eask of Presentation

These financial statements are prepared in accordance with International Financial Reportjng Stanoarot
("lFRs"). The Company maintains rts accounting records in accordance wjth the applicable legrslarjon of rhe
Republic of Azerbaijan. These frnanoat statements have been prepared on th€ basis of those accolnting
records and adlusted as necessary in order to comply, jn all material r6pect5, wth |FFS.

Fun.ti@ol ond prctentation currency

These financiat statements are presenled in USD bejng the Company's prcsentation curfency. Functionat
cuffency it AZN, being the preva)t'ng cuffency in the e€onomrc enMronment where rhe Conpany conducts
its ordinary activities and In which majonty of receipts from operahng activities are retarned. The
Company uses USD as a presentatron currency as major portion of borrowing is received in USD and rhe
parent of the company requires h nanciat statements in usD for consohdatron purposes.

Estinote s and assunDtions

The preparation of the financial starements requires rhe use ot esrimales and assumptions that aff€.t the
reporled amounts of asseb and liabilities, disclosure ol contingent assers and liabilihE as ar the dare or
the inanoal staternents preparat'on, and the reporred amounrs of revenues and expenses during rhe
repotung pe od. lssues that require best esrimate and are rnosr significanr for rhe financral statements are
disclosed in Noles 5. 7. 8 and 9.

There financral stalements refte.t the company management's current assessmenL of lhe impact of the
Azerbailanr business environmenl on lhe operations and the financial posrtion of the Company. The fulure
econom'c dve.tion of Azerbaijan is largely dependenr lpon the effectiveness of measu.es unde(aken by
the Azerbaijani Government and olher facto6, including regulatory and politjcal developments whrch a.e
beyond the CompanyS control. The Companyl management cannot predict what jmpact these facrors can
have on the Companyt financialposition rn future.

For prompt manag€ment of liquidity risk the company regularly montors exrernal facto6, which couro
infl'ience the Company\ tiquidity tevel, and forecasts cash fLows. For rhe medium- and tong-term tiquidty
risk management lhe Company analyses matu ty mismatch6 of assets and liabtuties. To reduce irs risk
exposure the Company sets I'quidity gap tirnits. The set limits are periodicalty reviewed to refte(t the
changes in external and rntemal environment.



Vidtor tlicro.redit Azeftoijoo LLC
Notes to the Finan.ial Stotffints fot the yeor Ended 31 Decenbet 2012 (.ontinued)
in t)nited States Doltafs, unless othe be indicoted

During the year the Company rdentified erro6 in the financial statements for lhe yea6ended 31 December
2011 and 2010. Commission rece'ved at the tinre of disburs€ment of loans to customers was recognised as
income on dales of receipt rather than apporlioned over the I'ves of loans. D6bu6ement fees paid to
lendeE at the time of obtaining toans were atso charged a5 an expeise on dates of actuat payments rather
than apportroned over the tives of loans. The erro6 identlned by the Company resulted in the decrease of
equjty by UsD 222,415 and USD 182,933 as at l1 December 2011 and 2010 respectivety. For rhe year ended
31 December 2011 lhe impact on net profft was a decrease of USD 14,997 and on profit betore rax a
decrease of USD 62,053. Statements of financial position, comprehensrve rncome, cash ftows, changes in
equity and related affected notes have been restated accordingly. The impact on various ljne tems in the
financiat statements for the years ended 31 December 201 1 and 2010 is shown in the fottowing resratement

Restatement of line items of the statement of financial oosition for the vear ended 31 oecember 20l1l

Olh€r debtoG
Property and eq!ipment

10,212,577
13,585

733,668

9,966,603
8,2'18

732,642

1245,974)
i.5,367t
(1,026)

29.44b
10,949,676

902 47,056
10,7A4,365 t205,311)
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Llabilitlet and equity
Long term borrowings

Total Uablllties and €quity

5,022,618
6,041

,063.950

5,011,925
5,829,610

(r0,693)
11.n2

,656,619 (222,4151

Restatemenl of line ilems of the statement ot frnanoal oosition for the vear ended 31 Decernber 2010:

As reported As revised Restatement

7,599,962 7,411,029 (18?,931)

7,599,962 7,417,029 (182,933)

2,926,812 2,927,481 (4,331)
Retained earnings 5,182,264 5,003,662 1178,602)
Totaf ffabilltles and equity A,109,976 7,926,143 (182,931)

chonges in Accounting Poli.ies

The accounting policies adopted are generauy consistent with those of the previous frnancrat year.

Listed below are thos€ amended standards and 
'nterDretations 

which are o.n the future €ould be relevant
to the Company\ operalions:

. lFRs 1 "First-Time Adoption of International FinanciaL Reporting standardi' Sever Hyperinftation
(effective for annuat penods beginning on or after 1 July 2011). The amendments provide gurdance {or
entihes emerging from sever hyperinilation either to rer!me presenting IFRS financial statements or
to Dresent IFRS frnancialstalements for the first time

. IFRS 1 "First-Tirne Adoplion of InternationalFrnanoalRepodng StafdardJ' Removal of Frxed Dates for
Flrs!-time AdopLer (effective for annual periods beCinning on or after I Juty 2011). The amendments
provide relief to the entities presenting their fnst IFRS financ'at statements from reconstructing
kansactions that occurred before theirdate of traisilion to lFRSs.

. IFRS 7 "Frnancial Instrumentsr oiscloslrei'Transfer of Financial Assets {effective for annuat Deriods
beginnrng on or after 1 Juty 2011). The amendrnents increase the disctosure requirements retated to
transfer of financiat assets. These amendments are intended to provide grealer transparency around
risk exposure of transactions \rhere a financial assets is transferred but the transferor retains some
tevelof conhnuing exposure in the assel.
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viatot A4i.roc.edit Aze.baijon LLC
Notes to the Finoncial Statenents lor the Yea. Ended 31 Decenbet 2012 (continued)
in United States Dollars, unless otherwise indicoted

.t

-

IAS 12 "lncome Taxes" Defered Tax Recovery or Undertying Assets (effective lor annuat periods
beginning on or after 1 Janrary 2012)- The amendments provide an exception to the general principle
Ft oul in IAS 12 Income Taxes that the measurement of defe(ed tax should reftect the manner in
which an entity exp{ts to recover the carrying amoun! of an asset. Specifically, the amendments
establish a rebuttabte preslmption that the carrying amounr of an jnvestment property measured
using lhe lair value nrodel in IAS l0 Investment Property wiLL be recovered entnely through sate. The
amendments were issued in response !o concerns that appLication of IAS 123 generat approach can be
difricult or subjective for investment property measured at fair vatue becalse il may be thar the
entity intends to hold the asset for an indefinite or ind€terminabte period of time, during which it
anticipates both renial income and capital appreciation Under the amendments, unless the
presumplion js rebulted, the meas!remenl ol deferred tax tiabitity or deferred tax asset is required to
retlect the tax consequences of recovering the carryjng amount of an inve5tment property entirely
through sate. The'sate'presumptjon js rebutted if the investment propedy is depfecjable and the
investment p.openy is held withif the busif€ss modet whose objective is to consume slbstantialLy aLL

of the economic benefils embodied in the investment propery over time ralher through sate.
Following the apptication of amendments, entities hotding investm€rt property accounted for uring
fair value model jn accordance wjth lAs 40 in jurisdjction where tax is no! imposed o. sate of
invstment property will no longer recognise defered tax on any temporary differences arising from
fair valle gains or tosses( untess the assumption is rebutted). Thjs is because there would be no lax
consequences expected io afte from recoveing the carryine arnount entirely through saLe, regardLess
of whether any entity intends to use fie property to generate rental income for a period of rime prior

IFRSS dnd IFR|C intetpretationt not yet effe.tive

The Company has not applied the fouowing FRS5 and lnterpretations of the International FinanciaL
Repo(ing Interpretarions Committee ( FR C) that have been issued but are not yet effective:

. lA5 27 "Separale Financial Staternents" (€ff€ctive tor annual reporling periods beginning on or after l
Janlary 2013) This standard and lFRs l0 "Consolidated Financial Stalements" supersede lA5 27
Consolidated and Separate FinancjaL Statements (as amended in 2003)- IAS 27 clarifies transition

requirements regarding changes in lA5 21, 26 and 31 caused by revisron of IAS 27 (as amended if
Janlary 2008). IAS 27 sets oLt requiremenG ror acco!nting ror and disctos!re of inlormation about an
entjty s investments in subsidiaries, joint ventures and associates when prepaang separate financial

. lA5 26 "hvestments rn associates and Joint Venturei' (effective for annual reportirg periods
beginning on or after 1 Janua.y 2011) This standard is a revised veEion of lA5 28 Investm€nts in
Associates (as amended in 2003) and sets out reqrirements ror the application of the equity method
when accounting for investments in associates and jojnt ventures.

. lFRs 9 "Financial hstruments' (efiecrive for annral reporting periods beginning on or alter 1 January
2013; however, the date can be postponed to 1 January 2015; earty adoption is permi(ed) Thh
nandard was issLred in November 2009 as the first phas€ of replacing IAS 39 and replaces those parts
of AS 39 lhat retate to classification and measlremenl or rinancial asets The second phase oi
replacing this standard regardjng the classiiication and measurement of financial liabiLilies took place
in October 2010. The maif differences of the new standard are as follows:

- financiat assets are required lo be classlfied lnto two measurement categories: those to be measur€d
srbseqlently at fair valle, and those to be measured subseqrently at amo(rsed cost The decisiof rs

!o be made a! initial recognition. The classlfication depe.ds on the entity's business modeL for
managing iB nnanciat innruments and the contractuatcash llow characterhtics of lhe ins!rument.

' an instrument is subsequentLy measured at amortised cost only if it is a debt instrument and both (j)
the objeclive of the eitity s bLsine$ modelis to hold the asset to coltect the contractual cash flows,
and (ii) the asset's contractualcash flows rcpresen! only payments oi pancipaL and inlerest (that i5, it
has only "basjc loan features") Atl other debt instrurnents are to be measured at iair vatue through

. all eqLrity instrumenls are to be measured slbsequently at rair vatue. Equity ifstruments tha! are
held ror tadinc witl be measured at fair valle throlgh profit or loss For atl other equity investments,
an irrevocable etection can be made at initial recognition, to recognise unrealised and reaLised fair
valLre gains and losses through other comprehefsive inconre rather than Prorit or loss There is to be
no recycling of fair value gains and Losses lo profit or loss. This eLection may be made on an
inslrur.ent'by instrlment basis, Dividends are to be presented in profit or loss, as long as they
represent a retunr on investment,

Most oi the requiremefts in A5 39 for classification and measurement ot financiat Liabilities were
caffi€d foruard uchanqed lo IFRS 9. Tlre key change is that an entity wiLL be requned to present the
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efrects of changes if own credil risk of financjal liabilities detignated as at fair value through Profil or
Loss in other cornprehensive income

|FRS lo "consolidared Financial slatements" (effeclive ior annual repo(ing Periods beginning on or
after I January 2013)- The new standard srpefiedes lA5 27 Corsolidated and SeParate FjnanciaL

Staternents and slc 12 "Consotidation Special Purpose Entities". IFRS 10 inuoduces a unified three
level control model: the jnvestor can have control provided that the three criteria are metl

la) the jnvestor has oower over the investee;
(b) the rnvgtor js exposed or has rghts to va able relurns rrom its rnvolvement with tha! investeei

{c) rhe investor has the ability to lse its power over lhe rnvestee to affect the amount of the

Early adootion or lFRs 10 js permitted provided an entity atso eady adopts lFRs 11, lFRs 12, lAs 27 (as

amended in 2011) and IAS 28 {as amended in 2011)

IFRS 11 "Jojnr Arrangements" (applred retrospectively to annuat reporting peiods beginning on or
afier 1 January 2O1l) The new standard supersedes IAS 31 "lntefesls in Join! VentLres" The main

change introduced by lFRs 11 retates to the classification ol atl types of joinl a(angements inlo joint
oper;tions, which are account€d ro. on a proportjonale corsoljdation basjs, or jojnt ventures, for
which the eqLrtv method ls used. The type of joint arrangemenl h delermined based on rights and

obligarions ol the parlies to the arangement arising from joint arrangement's structure, tegat rorrn,
contractual arrangement and other facts and cnclmslancet Early adoPlion of IFRS 11 is Permitted
provided an enlily also early adopts lFRs 10, IFRS 12, lA5 27 (as amended in 2011) and A5 26 (as

amended in 2011).

lFRs 12 "Disclosure ol Intefests jn other EntitieJ'(effective for annual rePorting perjods beginning on

or after 1 January 2013). The new standafd contains disctosure requirements ror entilies that have

interens jn subsiiiaries, joint arrangem€nts, asociates and uncoffolrdaled str!ctured entities
Interests in another entity are widely defined as contractual and non-contractual invoLvement that
exposes an entity to variability of returnt from lhe Perrormance of the other entity additional and

new reqlirements for djsclosing information aim to provide the users of financial stalemenG with
information that woutd enabte thern Lo assess the nature of the risks relat€d !o the entitv's inlerens
in other entities and the effecl of those interests on the entjty's tjnaicial position, financial results
and cash flows In case of adopting lFR5 12 in an earlier reportins period in f!ll, IFRS10, lFRsll, lAs

27 (as amended in 2011), and 45 28 (as amended jn 2011) shoutd be aho adopted.

IFRS l3 "Fair Value Meas!rement' (applied prospecrively for annuat periods beginning on or alter I
January 2013j earty application is permitted). The new standard replaces fair vaue measuremenl
goidance contained in ifdividral IFRSS wjth a singte solrce of fai. vaLue measurement guidance. it
orovides a revised definiliof of fan valle, estabtishes a ftamework for measuing fair valle, and sels

our disctosure requirements for fair vatle measurement. FRs 13 do€s no! inkoduce new requirem€nts
for measurement of assets and tiabilrties al fair value nor does it eliminate the exceptions to fair
value nreasurement currently aoplicable to certain standaras.

Amendment to IAS 1 "Presentation of Financial Statements Presentation of ltems of Othef
Compreheisive Income" (applied relrospectively for annuat pedods begjniing from I luly 2012j ea v
aoDlication is permjRed), The amendrneft fequires that an eftity present seParatelv items of oth€r
comDrehensive income that may be reclassjfied to Prolii or loss ln the future kom those that wilt
never be rectassified to profit or tos Additionally, the anrendrnent changes the titte of the statement
of comprehensive income lo 'statemeft of profit or Loss and other conprehensive income' (the use of
other wording in the tjtle is permitted)

Amendment to lA5 19 "Employee Benefitt" (applied retrospectively for anntal periods b€ginning on or
after 1 January 2013; early application is Permjtted) The amendment makes signilicant changes to
the recognition and measLrrement of defjned benefi! Pension expense and termrnation benefits The
amendment atso makes significant changes to disctosures for alL emplovee benefits.

amendment lo lA5 32 'rFinancial Instruments: Presentation" Offsetting Fjnanciat A5FG and Financjal
Lrabilities and the retated disctosue (apptied retrosPectivetv for annuaL Periods beeinning on or after
1 January 2014; earty application is permitted) The amendnrents to lA5 32 clarifv existing aPPlicarron

issues relating to the offsetting requirements.

Amendment to lFRs 1 "First-Time Adoption of lniernationaL Financiat Reporlng standardi'
Government Loans (applied retrospectivety for annual Periods beginning on or arter 1 January ?013;

earty application is permitted). The amendments provrde r-atief to the entrties presenling their IFRS

financjal staternenls for the frsl time by amending |FRS I to auow prospective apphcatjon of AS 39 or
lFRs 9 and paragraph 10A of IAS 20 "Accounting for Govemmenl Grants and Disclosure of Governm€nt

Assistance" to Sovetnment Loans outstanding at the date ot transition lo IFRSS
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. Amendment to lFRs 7 "Frnanciat Instruments: Disctosure" Otfsetting FinanciaL Assets and Financial
Lrabilities and the related disclosure (apphed retrospectNelv ior annual Pedods beg'nning on or arter
1 January 2014; eany appljcalion is permitted). The amendments ro lFRS 7 requte entrties to drscl@
information about rjghts of offset and related arrangements Guch as colLateral posting requirements)

forfinanciat instruments under an enforceable master netting agreement or similar arrangemenl

. IFRIC 20 "str'pping Costs 
'n 

the Production Phase of a Surface Mine" (appued retfospectivelv ror
annual perjods beginning on or after 1 January 2013; earlv application $ permjtted) lFRlC 20 apPties

to waste removat costs that are incurred in surface mining actiMtv du ng the Production phase of the

mine (Production stripping costt Under the interpretation, the costs kom this waste removal activitv
(strjppjng) which provide improved access to ore is recognised as non_drrrent asser (s!nPPing activitv
assers) then certain crileria are met, whereas the costs of normal ongojng operational nnppjng
actiuiies are existing asse! and classified as tangibLe or jntangible accordrng to the natlre of lhe
exitrng asset of whrch it forms parl.

Under the annual r mprovernen! thefottowjng standardswere amended

. lA5 1 Clarification of the requirements for the comparahve information. The amendments to las 1

cla fy that an entity is reqijred to presenl asiatement of financiat postron as at the begjnningof the

ormation in lhe thnd sbtement of financiat posjtion

and the related notet are not required to accompany the third statement of financial posrtion

. IAS 16 "Property Plant and Equ'pmenfrctassificarron of servicing equipment The amendments cta tv

inventory otherwise

. IAS 32 Tax effec! of dist bution to holdeu ot equitv instruments The amendments ctarifv that income

tax on distributions to holdeE of an equirv inttrurnent and on transaction costs of an equity

transaction should be accounled for rn accordance with las 12.

. lA5 14 "lntedm Financral RePorting" Interim financial reporting and segment information for total
assets and liabiLities. The amendments clarifv that the tolal assets and totat tiabilities for a Particutar

. Amendment to IFRS l Repeated apPtication of IFRS 1 The amendments cla fv that an entitv mav

that does not etect to appty IFRS 1 must applv IFRSs retrospecbveLv as if there was no interruphon

. amendment to IFRS l-Botrowng cost The amendrnents cla ty that bo(oMng costs capitatired under

previous GAAP before the dateof transilron to lFRss mav be catried forward withour adiustment to

ihe amount previously capitatised at the transtion date. a for boffowng costs incurred on or after

"Bonowing CostY'.

/{anagement believes that the applrcation of other new and revised lFRss will not have a material impact

on the financial statements.

4. Summary of Significanl Accounting Policies

Cdsh and cash equivotents

Cash and cash equivalenc are assets, which can be converted rnlo cash within a dav and consist of cash on

The comoanv ctassfies its finanoalaslets in the fouowing categories:

. loans and receivabtes (this category includes loans to clstome6 and recejvables);

. financialassetsavailabtefor5ate.
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The Company dete.mines the classification of
financiat assets at in'tral recognifion depends

lnitiol rc. nition of linancial inst@ents

its financiat assets al initial r€cognition. Ctassification of
on the purpose for whrch they were acquired and thei

The Company recognises financial assets and {inancial liabilities rn its statement of financial position when
it becomes a party to the conkactual obtrgation of a financial instrument Regular way purchases and tates
of the financral arsets and liabitities are recognised using settlement date accounting.

All financiat assets are Initjally recogn$ed at fair value plus lransaclion costs tha! are drectlv attributable
to acquisition orrssue of thefinanciaL rnsvument.

Fair value meosurcnent

The fair vatue of frnanciat instrunents traded on the active market as at lhe repodng date is delermined
based on the market or deateE quotations including transaction costs

lf a oooted market Dnce is not avaitabl€, the falr vatue of frnanciat astets and financial I'abilities recorded
in the stalement of financial position E estrmated on the bash of market quolations for similar fjnanciat
instrLrments or usjng va ous vatuation techniques, rnctuding rnalhematrcal modets Where malhematical
modeh are used. inDuts are based on observabte market data or judgment.

De.e.osnition ol linan.iot assets

a financial asset (or, where apPlicabte, a Par! of a nnancial asset, or pa( of a group of tmilar financial

assets) ir derecognired wherel

. the rights to receive cash fLows from the asset have expired;

. the Company has transfered its ghts to receive cash ftows from ihe ass€t, or rela)ned the dghl to
receive aash flows from the asset, but has assumed an obligation to pav lhem in full without mate at

delay to a lhird partr and

. lhe Cornpany either has transferred substanfiaLty all the ritks and rewards of the asset, or has nerther

transferred nor retained substantiauy aU lhe sk and rewards of the asse!, but has kansfered
conkoL of the asset. lf the transfere has no practical abjlitv to sell the asset in its entiretv to an

unrelated third party wilhout needing to rmpose additional restrictions on the transfet' the entitv has

retained control.

Where the Company has thnsferred its rights to receive cash flows frorn an asset and has neither

transferred nor ;tained substantially atl the rjsks and rewards of the assel nor transferted controtof the

asset, Lhe aslet is recognised to the extent of the ComPanv'! continuing invoLvement in lhe asset.

Continuing invotvement that takes the form ot a guatantee over the transferred asset is measured at the

lower of ihe orisrnat carrying anount of the asse! and the maximum amount of consideratron that the
Companycould be required to rePay.

This category includes non-derivafive financral assets with fixed or deteminable pavments that are not
quoted rn an active marke!, other thanl

. those that the enlily intends to setl immediatetv or in the near term, which shall be classitred as held

for tradrng, and those tha! the entity upon initial t€.ognilion detignates as at tair valle through profit

r those tha! theentity upon initiat recognitron designates as availabLe for sate;

. those for which the hotder may not recover substantiatlv all of itt initial investment, other than

becalse of cr€di! dete olation, which shalt be classrfied as avarlablefor sate

Loans to customers are inilrattv recorded at cost, which rs the fajr vatue of the consideratron g'ven.

Subsequentty, they are carried at amortised cosl using the eftective interel method tess provision for loan

Loans to customers are recorded when cash rs advanced to borroweG

Loans to clstome6 originated at rnterest tate5 different from market rates are remeasured at origrnation

ro lheir fair values, b;ing future rnterest pavments and p nopal repavrnenlG) discount€d at market

inreresl lates for simiLar t;ns. The difterence between the fair vatue and lhe nominaL value at ongination
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is cred'ted or charged to thestaternenr ofcohprehensive rncomeas gajns /losses on origination of asse6 ar
rates above/beLow market. Subsequently, the carrying amounr of such loans is adjusGd tor amorrisarion
and the related gains/loss6 are recorded within the statement of comprehenljve income using rhe
effective interest method.

Inpoinent ol linon iol ossets

The Company assesses on each ctosinS dare wherher there h any objective evidence thar the value of a
tinancial asset item or Sroup of items has beer jmpaned. thpairmenr tosses are recognjsed in the
statement or comprehensive incone as they are incured as a result of one or more events ihar occurred
after lhe initial recognition of the asser (a Loss evenr) and has an jrnpact on the amoonr or riming of the

a group ot financial assets wirh simjlar credir nsK
characteristics and collectively assesses rhem for rmparment.

Impaiment ol IodN to custonets

For loans to customers carrjed at amonised cost, rhe Company nlst assesses wherher objecrive evidence or
rmpairment exists rndividuatty for tinancial assets that are individuauy sjgnificant or cotLectivety for
financialasseLs that a.e ror ind vidJallys.gnit'cant,

Objective evidence that toans to customeE are rmpaired jncludes obseryabte dara about the fottowine
events in respec! of indivjduatly rgnjficant financratassets:

. detault in any payments due;

. signjficant financial difficulry of the borower supported by financial information ar rhe Company's

. il becoming probabLe that the borrower witl enter bankruptcyor olher financiat reorSanrsarion;

. woGenins natioralor local {onomc environment affectiic the borrowerj

. breach of contract, such as a defaltr or detirquency in inrerest or principal payhents;

. the tender, for economrc or tegat reasons relaring to rhe borrower's financiat difficulry, grantrng ro the
borrower a concession that the tender wouid ior otherwise consider

Assets that are indivrdually assersed for impairment and for which an impairment Lors is recognrsed are not
included in a coue.tive assessment of impatrmerr.

If the Company determnes that no objective evidence of impairment exkts for an indrviduallv assessed
financial asset, it lncludes the asset in a grolp of financial assets with simrtar credit rjsk characdjstics and
coltectively assesses them for imoairment

For the purpose oi a coltechve evaluation oi impairment, flnanciat assets are grolped on the bars or
rmilar credit risk characteristics such as asser type, jndlsrry, geographjcat tocarion, co arerat rype,
payment status and other relevant facto6. The characterisrics chosen are retevanr to the €stimarion of
rulure cash flows for Sfoups of such assets by berng hdicative of the borrowers ability ro pay all amolnrs
due according to the conkactual terms of the assets being evaLoated.

The main cnterion used for determining oblective evidence of loss from impairment of due from other
banK and loans to customeE reprGentrng collecrively measured financiat assets is avaitabilirv of
observable data rndicating that there rs a measurabte decrease in rhe estimated future cash flolvs rr;m a
group of financial assets since the initial recognltion of those assets, although the decrease carnot yet be
idenhhed wth the individuat financiat assets rn the group.

Such informalion may include adverse changes in lhe payrnent srarus or bofiowers in the group (for
example, an increased number of delayed payments or an increased number of credt card borr;we6 who
have reached their credit limit ard are paying the minrmum monrhty amoun0, nalronat or tocal economrc
conditionr that coreLate with defalttr on the assers in the grolp (for example, an increase if rfe
unemptoyment rate rn the geographical area of rhe borrowers, a decrease in prop€rty prices for mortgae€s
in the retevant area, a decrease if oil prices for toan a$ers ro ojl producers, or adveGe changes in industry
conditions that affec! the borroweE in rhe group).

lf there rs obleclive evidence that an rmparmerr loss has been incurred, rhe amount of the toss is
measured as the difference between the asset's carrying amount and the prerent value ofertimated furure
cash flows. The carrying amount of the asset rs reduced through tlre use of the provisjon account and rhe
amounl of the loss js re.ognjsed in the statement ofcomprehensive jncome.

The presenrvalue of the estimared furure cash flows is discounted at rhe financiala5set3 ongjnat effective
inlerest rate. lfa loan hasvaiabte 

'nterest 
rate, the drscount rare for measuring any impairmenr toss rs the
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curren! effective interest rate. The catc!latior of the present vatue of the etbmated future cash flows of a

coltate.alised financiat asset reftects the cash flows lhat may result from foreclosure less costs for
obtaining and selling lhe cotLateraL.

Loans that have nol been individualtv assessed are then includ€d in the gro!p oi loans that are couectivelv
assessed for imparrment The collectively assesed loans are grouped based on similar credit risk

characteristics and on their past-due status and assessed accordingtv The collectivelv assessment

methodolocy strives to ensure the provision for impairment refLects the loss events that have occurrea, but
have not vet beer identified on an individual loan basis.

The proces uses a combinalion of historical data and curent observabte data lhat reftect the existifg
situaijon and how it may affect the cuiren! loan Po(fotjo Hislorical data osed i5 a 5et ol actual loss rates

catculated using the historicat loan loss migralion analysk Existing economic data inctldes actual rates

Using these data sets as inputs, the nranagement then determines the new s€t of rates to be lsed tor the

Future cash flows in a group or loans that are coLtectivety evaltated for imPairment are estimated on the
basis of hhtorical loss experience for loars with credit risk characte tlics similar ro those in the grooP or
on the basis oI historical information on cottections ot past due debts Historical l6s experience is adjusted
on the basis of current observable data to reflect the effecc of current conditions that did not aifecl the

directjonally consislent with changes jn related obse

unemployment ratet, prope.ty Prices, commodilv prices, payment stalus or other facto6 that are
jndicalive of incurred tosses in the Croup and lheir magnit!de) The methodologv and assumptions used ror

eiiirnaling future cash flows are revjewed regulartv to redtce anv differences between loss estimates and

actual loss exoerience

lf, jn a subsequent period, the amoLrnt of lhe impairment los decreases and the decrease can be reLated

account in the statement of comprehensive income,

ln case of a wfte-off of the uncoltectibte loan and retatifg interest, the Companv shall take necessary and

adeauate steps, envisaged by Law, custom of busines tlrrnover or agreement, to collect this oltstanding

Financial liabihties are ctassilied as financiat liabiuties carried at amorlised cost

Initially, a financjal liabitity shall be measufed by lhe Companv at its fair value ptts transaction costs fhat

Where an exEting tinanciat Liabilily js replaced bv another from the same tender on substantialtv different

terms, or the terms of an existing tiability are subslantiallv nrodiiied, such an exchange or modificatioi ts

tea6d as a derecogrtion of the original tiabitjtv and the recogntion ol a new tiabrhtv, and the aiirerence

in the resD*tive carrying amounts is recognised in the statement of comprehensjve income

Financiol I iobilities .attied ot adottised cost

Financial liabjlities caried al amortjsed cost pavabtes to supptiers, taxes pavable, and borowed funds

Borrowed funds include regutar loans received bv the Companv and are recorded as cash js advanced to the

offsetting of linan iat iostrunents

Financiat assets and liabitities are olfset and the net amounl is reporled in fie sialement of 
'nan'ial

the asset and settle the liability sim!ltaneously

Ptope.ty a1d equiPnent

Buildings heLd for use in the blsiness, are nated in the financial stalements at their revatued amounts,

of each reporling period.

Eoujornents are stated at cost less accumuLated depreciation and impairment provision
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At each reporting date Lhe Company asseises whether there is anv indication of imparrment of propertv and

p.operty and eqlipment is greater than their eslim
recover;ble amount and rhe ditference is €harged as impaimen! loss to the stalement of comprehensive

Gains and tosses on disposal of propetty and equrpment are deiermined bv reference to their carrying

amounLand recorded as operatjng expensd in thestatement ot comprehensive income

RepaiE and maintenance are charged to the statement of comPrehensive income when lhe expense is

Depreciatbn of property and equiprnent commences from the dale the assets are readv for use

Depreciation is charged on a sttaight tine basis over the estrmated usefut Lives ot the assets. Fouowng

depreciation rates have been usedl

. BuitdinCs- 7%

. Furnrture - 20%;

. Computers l3%;

. Motor vehicles - 2 ;

. other assets' 25%

The residual vatoe of an asset is the esfmated amount that the companv woutd currentlv obtain rrom

disposal of the asset less lhe estimated costs of disposal, il the atset wer€ atreadv of the age and in the

cddition expecled at the end ot its useful lrfe. The assets resrduat values and useful tives are revewed,

and adjusted if appropriate, at each report'lg dale.

Intonsible ossets dcquircd sePa.ately

ortisation is re.ognised on a sttaight hne basrs over

rheir estimated useful lives. The estimated usetul ufe and amortisation merhod are teviewed a! the end of
each repotrng period, wrth the effect of any changes rn estimate being accolnted for on a prospective

basis. t;tangidle assets wrth indefinite useful Lives thar are acquired separatelv are carned at cost less

accumulated impairment l6ses.

Opercting leose the ComPdny as o lessee

Leases of property under which the risks and rewards of owneuhip are effectrveLv retained with the lessor

are classified as operatrng teases. Lease pavments under opetating lease afe tecognised as expenses on a

straight-hne batis over ihe lease term and inctuded rnto oPerating expenses in the statement or

comprehensrve rncome,

Statulory Charter capitat is recorded at its nominaL amount acluaLtv paid in accordance with the Companv3

constitution documents.

Contingent assets on l liabilities

The income tax charge comprises clrren! tax and defered tar and is recorded in the slatement of

Current tax is the amount exPected to be paid !o or recov€red from the taxation authorities in respe't or

taxable prohts or losse5 for ihe curr€n! or p or periods Tax amounts are based on estimares rf financiaL

statements are authorised prjor to f'linS relevant tax returns

I3
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viator lnicrcctedit Azetbaijdn LLC
Notes to the Financiol Statenents lot the Year Ended 31 Decenber 2012 (.ontinued)
in United StatesDollats, unless othewise indicated

Defered income tax h provided lsing the baLance sheet tiabitity method for tax Loss carryroMards and
temporary differences arisine between the tax bases or assets and liabilities and their carrying anrounts for
f if ancial repo(ing purposes.

Deferred tax balances are measured at tax rales enacted or substantively enacled at the reporting date
which are expected to appty to the period when the temporary dirferences wiLL reverse or the tax loss
carryforwards witL be llilised Deferred tax assets and tiabilitjes are offset jf there is a tegatly enfo.ceabl€
right to set oif cu(ent tax assets against current tax tiabilities. Defeffed tax assets for deductible
temporary dirferencg and tax tos carryfoMards are recorded to ihe extent tha! it is probable tlrat future
taxabte profir wilt be available aqainsr which the deductions can be llilised. Judgnrent js required to
delermine lhe amount of deferred tax assets that may be recognEed in financial statements based on
probable periods and amoufts of future taxable profits and future tax ptanning stralegies

Azerbajjan aLso has various other taxes, which are assesed on the Company's activities. These taxes are
recorded wjthin operating expenses in lhe statement of comprehensive income

ln.one and expeDse te.osnition

Interest income and expense are recorded jn the statement of comprehensjve income for att debt
instrum€nts on an accruat bast using the effective inierest method. The effective interesi method rs a
method of calculating lhe amo(ised cost of a fjnancjal asse! or a fifanciat tiability and of allocating the
interest ifcome or inlerest expense over the retevant period The effective interest rate is the rate that
exacdy discounts estimated future cash payments or receipts through the expect€d tife of the financiat
rnstrument to the ner carrying amoLnt of the financjal aset or fjnancial liabiLity When calculatjng the
efleclrve interest rate, the Company estimats cash flows consjdering atl contractual terms of lhe financial
instrument, but does not consider fuure credit lo$et. The catcutation includes atlcommissions and fees
paid or received by the parties to the contrac! that are an iftegral part of the effective interst rate,
transaction costs. and allother oremiurns or discoufts.

lnterest income inclLrdes couponr earned on fixed.incorne financial assett and accrued discounl and
prenri!m on prornissory notes and olher discolrnted instruments When loans becorne doubtfuL of coltection,
they are written down to their recoverable amo!nts and interest income is thereafter recognjsed based on
the rate of interest that was lsed to discount the futlre cash ftows for the purpose of measuring the

Fees. commissions and other rncome and exDense itens are re.orded on an accrual basis afts the setuice
u provided Loan origjnation fees ror loans that are nol yet provided, but are probabte of berng drawn
down, are recognEed within other a$ets and are subsequentty taken into account in catcrtation of
effective yield on the loan. Fees and commissiofs arising from negohating a transacbon for a third pa(y,
such as the acquisitjon of loans, shares and other securities or lhe purchase or sale of businesses, are
recorded on completion of the transaction in the statement of conprehensive income. Invenment po(folio
and other advisory service fees are recognised based on the appticable seryice contracts.

Enptoyee benefits ond sociol inturcnce conttibutiont

The Company pays sociat seclnty contribulions in lhe territory of Azerbaijan These cofvibutjons are
re(orded on an accruat basis The Company does not have pension arrangementt separate from the state
pensron system of azerbarjan wases, satarjes, cofkibutions to the State Sociat Proteclion Fund, pard
annuaL leaves and paid sick Leaves, bonuses and non'monetary b€nefits a.e accrued as the Cornpany's
emotovees render the related service

Foreign clrrency transactions are translated ifto the flnctioial curency a! the Central Bank of the
Repubuc of Azerbaijan exchange rate in effect at the transaction date. Monetary assers and liabiliti€s
denominated jn foreign currencies are transtatei into the functjonal currency at the Cenlrat Bank's
exchange rate ruLing at tlre reporting date. Foreign exchange garns and Losses resutting from revaluation of
transactions in foreign currency are recorded if the statement of comprehensive rncome within foreigi
exchange transtation gains less tosss Non-monetary items denominated in foreign currency and caried at
cost are restaled a! the central Bank's exchanqe rare in effect al lhe lransaction date, Non.monetary
items denomrnated in foreign crnency and carried at fair value are restated at the exchange rate in effect
at the date the fair value is determined.

Gains and tosses on purchase and sate of for€ign cu.rency are determined as the difference between the
setling prjce and the carrying amount at the date of the transactiof

A government grant A recognised only wher there is reasonable assurance that:

t
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. lhe Company witl comply wilh any conditions attached to the grant

r and the crant witl be received

The grant is recognised as income over the period necessary !o match them with the related costrJ for
which they are jntended to compensate, on a systemalic basis.

A grant received as compensation for costs already inc!rred or for immediate financiaL support, with
future retated costs, is recognised as income in the period in which it is received.

A grant relahng to assets is presented in one of two wats:
. as defered income, or
. by deducting lhe grant lrom lhe assels carrying amount

A grant retating to incone is reported separately as Grants received

a

5, Critical Accourtiig Estimates and Judgme.ts

The Company makes cenain estimates and ass!mptiofs r-agarding the rlture. Estimates and judgments are
continuatty evatuated based on historicat experjence and other factofs, inctuding expectations of future
events lhat are believed to be reasonabte under tlre circumstances. n the future, actuat exp€rience may
djffer from these estimates and assumptions The estimates and assumptions that have a significant risk of
causing a material adjustment to the carryif€ amounts of assets and liabilities witlrin the next financial
year are disclssed betow

Ptovision fo. inpainent of loans to customers

The speciiic coLrnterparly cornponent oi lhe totaL atlowances for impairment applies to claims evallated
indjviduatty for impairment and is based upon manasemeft's best estimate ol the present value oi the cash
ttows that are expe.ted to be received In estimating these cash itows, nranagement maket judgments
about counterparty's financial situarion and the net realisable vatue of any underlying couaterat Each
irnpaied asset is asesed on its meits, and the workout stralegy and estimate of cash flows considered
recoverable are independently approved by theCredjt Risk function.

Collectively assessed impairment atlowances cover credit losses inherent in portfolios of claims with similar
economic characteristics when there is objective evidence to suggest lhat they contain impairei claims,
but the individual impaired items cannot yet be ideftified. A component of cottectively assessed allowances
is lor co!ntry rjsks. In assessing the ned for collective loan credit loss altowances, nranagement considels
facrors such as c.edit quatity, portfolio size, concentratjons, and €conomic facto6. In order to estimale the
required allowance, assLmptions are made to detine the way inherent losses are modeLled and to
determine the requned jnpul parameteE, based on historical experience and cufrent economic condilions.
The accuracy of the allowances depends on how welt these estimated future cash ftows for specrfic
counterparty atlowances are rorecast and the modet assumptions and paramelers used in determi.ing
cotlective allowances.

Fdn volue ol linancial insttunents

The Company determines the farr vafue ol rifancial instruments that are not quoled, using valuation
techniqLres. Those techniques are significantly affected by the ass!mptions irsed, inctudifg discount rates
and estimates of future cash flows. ln lhat regard, the derlved lair vatle estimates cannot always be
substantiated by cornpar8on with rndependent markets and, in many cases, may not be capable of being

Uselul lives of property ond equipnent, ond iDtangibte ossets

a5 described in lhe Note 4 above, the Company reviews the €stimated useful tives of Property, ptant afd
equipment, and intangible assets at tlre end of each reporting period.

In accordance with IFRSS the Company recognises a provision where there is a present obligat'on from a

Dasr eyent. a rransfer of econornic benefits js Drobable and the amount oi costs of the transf€r can be
estimated reLiabty. In jnslances where the criteria are not mel, a contjngent liability may be disclosed in
the notes to the financiaL slatements. Obligations arhing in respect of contingen! liabililies that have been
djsctos€d, or those whrch are not c!rrently recognised or disclosed in the tinancial stalements could have a
materjal effect on the Company3 financjaL position. AppLication ol lhese accountjng princjples to legal
cases reqlires the companys management to rnake determifations about various factual and legal matters
b€yond its controL. The Conrpany reviews outslanding legal cases fotlowjng developments in the legal
proceedjngs and at each reporting dale, ii order to assess the need for provisjons and discLosores in jts
financial statements. Among the factors consid€fed ii making decisions on provisjons are the nalure of



Viato. i.ro.redit Azetbaijon LLC
Notes to the Finon.iol Statenents lot the Ye Ende.l 3t Decenbet 2012 (@ntinued)
id lJnite.l Stdtes Dollors, unless othetuise indi.oted

assessment, the legat process and potential tevel of damages in rhe jurisdichon in which rhe hrigarion,
clarm or assessmen! has been brought, the progress of the case (rncluding rhe progress after lhe dare ot me
f'nanciat statements but before those star-omenrs are rssued), the opinions or views of legal advise6,
experience on sirnitar cases and any deckion of the company's management as to how it will r€spond ro rhe
lihgation, ctaim or assessment.

The Company js subject to income tax and signiiicant judgment rs required in determinins rhe provision ror
income taxes. Du ng the ordinary cou6e of business, there are transactions and catcltahons for which the
uLtimate tax determination is uncertain. As a result, the company recognises tax tiablities basea on
estimates of whether additronal iaxes and inlerest witl be due. Th* tax liabitties are recognised when,
despile the companys belief that its tax return posilions are supportable, the company beueves rhat
certain positions are tikely to be chauenged and may not be fully slsrained upon review by rax authorities.
The company betieves that ilr accruats for tax tiabiirties are adequate for all open audit yea6 based on its
ass€ssment of many factoG jncluding past experience and rnterpretations of rax taw. This assessmenr relies
on estimates and assumptions and may involve a series of comptex ludgments about futLrre events To the
extent that the finat tax outcome of these rnatteE is different than the amounts recorded, such differencs
sl. rmpact 

'ncoTe 
tax erpenre :n the pe iod rn which sJcl dererTjlauon ii maoe.

6. Cash and Cash Equivalents

2012 20t1

4,475

2012

13,822
Cash balancer wilh bank 3AZ,2ZO 493,E96

7. Lo6ns to CustomeE

2011

'12,9,987
194,939

{108,704)

10,?24,099
'145,190

1245,974)

Gross loans to €ustomeE

Defered commission fees

L
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156,712):50,080
Loans to customers, net 12.946.1

$ovements jn the provision for impairment of Loans to customers dun ng 201 1 and 2010 are as follows:

t oi toans to custome6

Provision for imparment ol loans to customers as at I January 2011
Provision for impairment d!ring 2011

42,135
162,346

Less amount written of as uncollectable (47,769)
Provision for impairment of lodns to customeB as at I I December 20 i 1 156,712

Reve6alot provision for impairment during 2012 (66,916)
Less amounlwritten of as uncolLectabl€ {39,656)
Provision for impairment of l@ns to.ustomers as at ll December 2012 50,0E0

E€onomic sector concentralions wth'n the Company's gross loan potfotjo are as followsl

2011

service
6,166,',I88
3,326,641
2,431,491

48% 2,282,142
763 4,762,197
19/" 2,574,592

985.667 605.168
Total lo.ns to customers (gross) 12,909,987 1AO% 10,224,099
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The company does noL have any separale boiiower with the totaL amount exceeding 1% of lotal gross toan
portfolio.

Betow is thecredit quality analysis of toans colte.tively assessed for impairment as al31 December2012:

Ratto of imoairment
Loans before Loans less provi3ton to total loans
inp Inpairhent impairnent before Impairhent

P Provision ;rovision p.ovision

Less than t honth overdue
I to 3 months overdue
3 to 6 months overdue

39,198 12,n7,253
450 22,014

4,234 1,916
6,198

12,766,451
22,484

6,150
6,r98

145.190

0.31x

69%

100%

1

50%

100%

lnterest re.eivabte 194,939 ' 194,939 gX

Loans not past due r€present toans hsued to borrowers with high levet of tiquiditv and profltabilitv
Cottecrively rmpaired loans include loans grouped in homogeneous pools of ctaims sharing common
charactefttics in respec! of risk exposLire and collectively assessed by the Companv

Below b the credjt quaUry anatlsis of loans collectivety assessed for imParrment as at 31 o€cember
2011(Restated):

Ratio of impalrment
Provision to total loans

before impalrmenl

150,561 9,812,169
770 6,927

2,317 2,317
3,064

Less than 1 month overdue
1 to 3 months overdue
3 to 6 months overdue

9,962,730
7,697
4,6y
3,064

145,190
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E. Property.ndEquiPnent

ovement of property and €quipment in 2012 was as fouowsl

156,712

Buildjnes Compute6 Vehicles Furniture
Other

Balance as at 1 January 2012 555,1'19 66,114 295,027 21,U7 49'259 9E9,566

,iditions 95,A76 5,1A7 42,822 9,686 7,466 161'037

Disposals lz,4J7) (17'4981 (860) 120'765)
Revalualjon 24/U 24,144

Accumulated d€pre.iation
Balance as at I January 2012

Eliminated on disposal

- 29,912 169,237 17,A79 39,896 255,924
a0,297 18,193 78,234 5,122 9,662 i91,500

- (1,221) \14,961) . (860) (17,O44J

Eliminated on revaluation (76,811) Q6,411'

Net bookvalue as at 31 555,3i9 36,202 1za,79o 5,968 9,363 7'2,642
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Movement of property and equipmenr jn 2011(Restated) was as foltows:

ldi

555,648Ealance as at 1 January 2011

Disposals

58,959 245,A92
24,337 55,462

117,182J (.t6,Ja7)
9)

21,744
t,004
(901)

40,2EE
11,616
(2,665)

922,731
104,439

137,075)

319

Accumulated depreciation
Balance as at I January 2011

EUminated on disposal
Ehminated on revatuahon

27,645 107,209
17,044 78,217

(4,7n) (6,189)

15,996
2,768
(E85)

25,693
16,438

i.7,235)

176,543
190,872
(34,086)

asat31
29.912 169,237 39.696 256.92417,479
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201 555.319 36,202 125,790 5,968 7J2,642

J1,314, r38.683 5,74E 14,595 746,1aa555,848

Income tax expense comprises the fottowing:

20112012 (Restated)

14E,088 217,76A
Current income tax expense
Deferred taxation movement due tooriSrnation and reversal or

738
Total income t.x expense tor th; 356.902 I t7,030
The current tax rate appticabte to the Company's profit is ?A% eOlO: ZOK)

Reconciliation between the theorehcal and the acruat taxarion charge is provided betowl

20112012 (Restated)

operating profit before taxatjon
Theoreticat tax charge at rheapplicable sraturory rate 20% (ZO11l

4,E14

1,554,669zo%) 3to,9l4
71o,991
14E,198

less non'taxable income 968 1,1
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Differences between IFRS and statutory raxation regulatrons of rhe
temporary differences beLween the carrying vatue of certajn assets and
purpos€5 and for the Company3 profit tax plrposes.

Azerbaian give rise to certain
tiabilities for financial reporting

20t1

Llabllities Liabilities

Loans to customers 81,121
Property and equipment (11,179)

81,121

\11,1791
(568)

7,30E
(r,594)

aB,1Z2

7,412
(,364)

(13,201)

{4,0/'71

B8,1ZZ

{1,184)
7,412

(13,201)
(4,0/'71

- (56E)

Long-termborrowings 2,308
qqdrtors {3,5e4)
Net td assers 43,429 i.15,3411 6E,088 95,534 (16,632) 76,902

Net deferred tax assets r€present the amountr of income rax that may be offset againsr future rncome
taxe5 and are reporled as defered tax asseb in the statement of financiat postion.

Reconciliation of auocation of deferred tax gain / (charge) for the year berween rhe comprehensive income
and other comprehensve hcome was as follows:

2011
2012

La-ta
t_t-.
L-g

L-l1

F
Pt-
t_
l-
t_rt-tat-F
:e
5
5
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=

=
-:t
=
=i):r
D
D
D
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-

-

-

-
a
=
-

Deierred tax asset / (liabitity) as at 1 January
Deferred lax sain / (charge) ror the year

76,902

117,497)

(zr,616)
92,238

Deferred tax.s*t a3 at 3i December 68,0Ag 76,902

Provisions of tax leghlation of Azerbaijan often are subject to varying rnterprerarions by rax payers and rax
aothorities. The management aims to appty requirements of law prudenrty and conservatvely to minimise

10. Long Term Borowings

2011
2012

Principat amount payabte 6,351,486
89,U4

4,951,962
70,656

Deferred fees (19,367) (10,691)
6,421,963 5,011,925

Long term borolv'ngs have the followirg ratLrities:

2012 zo11

zolz
2011
zo14
2015

3,567,763
2,250,000

2,712,319
2,t10,299

567

2012 2011

11. Creditors

Proviron for unpaid vacations
Pay.ble tor contracted services

86,601
31,778
26,424

t ,tt)
25,689

538 31,537
Total creditoB 145,34- E4,540
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12. Charter capital

Charter capitalof tne Company js USD 38t,109 (2011: USD 9,985).

Viator AS (Klngdom of No&ay)owns 100% shar6of the Company.

2012 zo11

Charter capitalin AZN

Parvalle of a share in AZN
100

016.ZZ
2

.11
Total ch.rter capital in AZN 301.

13. hterest and Similar lncome and ExDense

lnterest income on toans to customers

Net interest income 3,473,462 2,577,763

14. Personnel Expenses

4,0U,
zo12

zo12 2011

2011

Allowances, inc€nhves and other b€nefrts
1,090,604

551,r95
817,826
436,454

15. General and Adminttrative Expenses

347,587

2012 2011

2E1

.
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at

Depreciation
Audrt fe€, consuLtanl and other expenses
Transpo(ation and vehicte costs
Bank fees
Training

Utilities
Repair and maintenance

hstitutional development
Busin€ss tnp

191,508
66,735
53,263
56,AU
38,996
36,084
15,213
21,239
21,@5
18,457
16,264
5,034

2012

190,472
74,293
55,124
44,994
31,714
22,591
26,0E7
22,561
21,752
15,253
13,472

other s€neral expenses u,646 117,528
Total general and adhinist.ative expenses 657,312 655,683

16, Commirsion Income

2011

Commission fees and rhk fees 555,042
24,101

4Z1,AA2
22,211

Penall'6 20,9m U,590
Totalcommlsdon income
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2o1z {RestioJJ)

Gain / (loss) on disposal of fixed assets 5,110
22,521

(2,989)
562

7,651 573

'16. Risk A anagement

operations. The marn financjal risk inherent to th
(iquidity and market movements in inreresr and forergn exchange rates. A summary descrjDrion ot rhe
Company's dsk management policies in reLation to those risks fouows

Credit risk

an obtigation and cause the other party ro rncur a
cfedit risk t unde(aket by ptacrng limits on the amount of risk accepted jn retarion ro borrowers. Limjts on

borrower against timits is moi[ored on rcw loani
toans, the company obtains couateral and guarante6. The credt risks are montored on a conrinuols DasE
and are subject to regular reviews especially where no such se.urirycan be obtarned.

The Company rneasures credit nsk in the fottowingwaysl

Aged portfolio-at risk ratlo. Thls identrfjes loans that are late and rherefore considered impaired.

Evaluation ol'at-risk' catego.ies. This cove6 loans rhat are nor tate but on the basjs ot historjcal data are
tikely to inctude some Loans that are imDaired

Evaluation of lik€ly losses as a result of death or disbiliry ot cusromeE . The Company wnres.off such

In the case ol portfolio. at-nsk ratio, loans are separared into ctasses dependjng on rhe number of days
they are overdue. For each class of toan, the ourstanding principal batance of such loans is divided bv the
outstanding p ncipal batance of the gross loan porrfotio (rhat is, before deducring the a[owance for loan
loss). Loanr are considered overdue it any paymenrs has falten due and remained !npajd. Loan repayrnents
are applied filst to any interest due, aid then to any rnstaLmenr of pdncipal that js due bur unpard,
begnning with the ear{iest such instatment. The number of days of tareness is based on the dle date of rhe
earuest loan instatment lhat has no! been fully repa)d The Company does not convert late or penalty
interest into Ddnc'Dal.

An additronal allowance has been made to cover losser according ro each sector. This rs based on hislorca,
default rates for each industrvsector.

TheCompany very occasionally reschedules toans, in rhe case of a customer s! ffering unusuauoss

G@g.dphi.al risk. rhe geographical concentration of the CompanyS assers and liabitties as ar
31 December 2012 is set out betow:

OECD

Cash and cash equivalents

Property and equipment

3m,695
12,946,142

799,445
68,088

390,695
12,946,142

799,445
68,088

10.418

1

Liabilities
Long tetm borrowings 6,421,963 6,421,963

14,214,EOE

26
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The geographical concenrrahon of the Company's asserr and tiabilibes as at 31 De.ember 2011 (Reshred)

Cash and cash equrvalents

Property and equipment

507,718
9,966,603

132,642
76,902

507,71E
9,966,603

732,642
76,m2

Lr-l-E

F
P

F
P

E

F
F
F
F
FD
>,
b
=f
-
-f
-

=
-

-l

=

LiabJtities

218
063

E4,540
4,441,626

218
r 1,292,081

610,299 5,011,975
84,v0

401,626
11,207.54J 4,401,626 610.2

8 5
6,195.618

Cur.q.y .isk. Currency risk is denned as the risk rhar the vatue of a fjnancial instrumenr will ttocruare
due to chang6 in foreign exchange rates rhe Company h exposed to rhe effects of flucruation i; the
prevailing foragn currency exchaige rates on rts financialposirion and cash ftows.

I b"l9* summarises the Company! exposure ro forejgn curency exchange rare dsk as ar 31D 2012.

U5DAZN EUR

Cash and cash equivalenrs 231,805 .158,EE5 5 390,695
Loans to customers 8,993,942 3,95?,26 12,946,142
P.operty and equipment 199,445 799,445
Defered tax asset 68,066 68,08g

Liabilities
Long-term borrowings 1,466,?69 4,4T2,765 4BZ,92g 6,411,9b3

As at l1 December 2011 (Restated) rhe Company had rhe fouowing poerions in currenciesl

AZN USD EUR

Cash and cash equrvatents

Prope(y and equipment

450,750
6,852,063

732,642
76,907

56,933
3,114,540

501,718
9,966,601

732,642
76,902
8,?18

Total liabilities

718
120.57

610,?99

11,292,083

Liabilities
LonS.tem borrowinet 3,939,107 462,119

540
5,011,925

84,54
1.939.107

462,2A4
5.096.465
6, r95.618736

Ihe Company )ssued loans and bea6 expenses in currencjes other than its functional currency. Depenarng
on the revenue streah of the borrower. the appreciatron of rhe currencres agajnst the USD may adverselt
arrect the bo rowe6 repaymenr abrlity and rherefore increases lt-e lihelitood of fLture loan .ossF!.
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in united Stotes Doltats, unless otheruise indi.ated

d as ar the reportrnS date if att o
Reasonably erpected erchange rare changes for each cirrency were projecred on the bask of maimar
erchanqe rate fluctuations in December 2012.

zo12
Effect on profit or loss

before taxation
Efrect- comprehen-;re

income

AZN apprftiation by 2%
AZN deprecialion by 2%

170,476
'170,476

116,381
116,3El

The table below showr the change in the financjat resutr and comprehensive )ncome due ro possible
ftuctualions of exchange rates used as at 3j December ZOjt if a[ other condihons remajn unchanged
Reasonably expected exchange rate changes for each cu(ency were projecred on the Uasis of marmar
exchange rare fluctuations in December 2011.

Z0'll (Rest.t€d)
Efrect on profit or los Effect on conprehensive

Lr}-fllsL:

FfErr
Ef
H

F

F
F

F
P
P
Pb
E
=,.

--)

AZN appreciahon by 2%

AZN deprecration by 2%

tto6 6to12 1to5 than 5

11E,E11

1.15,343
567.306

'148,514

u4,514) 118.811

The sk was calculated only for cash balances in currencies other rhan rhe Cornpany,s presenta!,on

Liquidity .i5k Liquidity nsk refeE to the availabitity ot sufficienr funds ro meer finan€iat commitments
assoc'ared with financialrnstruments as rhey actualty falldue.

As an_additional tool to manage liquidity nsk, the Company pe.forms regular monjtoring of exp€cted future
cash ftows on custorner and orher operarions, which is a part ot rhe asseitiabrhries managerint process.

The Conpany monrtors theexpected maturty limits pr6enred in the table betow as at 31 Decembd ?O1Zl

Cash and cash equivatenrs 390,695 390,695
Loans to customeB A1',/OZ 2,458,231 8,026,980 Z,J79,ZZ9 12,946,142
Property and equipment 127,462 671,983 799,445
Deferred tax asset 68,088 6E,OE6

159,551 2,989,656 .t,.t06,U3 2,165,711 6,421,963

Liabilitles
Long-term borowings

145,343
304.E96 643106

31 Decenber 2012 1

as at 31 December 20'12 1

2a
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Azeftdijon LLC
Notes to the Finon.iat Stotenents lot the yet Ende.! 31 De.enbet 2Ot 2 (continued)
in Uniaed Stotes Dollarc, unless othe.wise indicdted

The table below shows the expectei matuity analysis as at 3j December ZO11(Restatedll

1to5 than55tot2

Lr-g
l--F

F
l-
F
F3
I

F
F!r
D
=t
=,
D
=e
lt
D
D
D
D
D
D
E
3
a
a
-
.aa

-

Cash and cash equivatents

Property and equipment

507,718
EE6,090 2,091,023 6,631,750 353,740 -

177,323 555,119
76,902

507,718
9,966,603

712,642
76,902

1,393,608

540 153,000 2

607 5,J19 tl
218

5,011,925
540u,540

192,307 2,153,000 2,466,618

Net I

matlrities and interest rates of assets and liabititi
Company. lt is unusual tor the lending instrturions ever ro be complerety matched since business rransacted
1s often of an uncertain terrn and of differenr rypes. An unmarched positron potentia y enhances

to changes in interest and exchange.ates.

pany r interest earnings assers are at fixed rates oi

the eartier of convactuat re.pricing or rnat!rity dares

On demand From From
and less than 1 to 6 6 to 12

l month months months

Liabilitiet

Cash and cash equivalents

Property and equjprnent 799,445 199,445
Deferred tax asset 68,088 68,088

_ 190,695 390,695
81,707 2,458,231 8,026,980 7,379,179 12,946,142

159,553 2,9E9,856 .t,t06,U3 2,.165,711 6,4?1,963

Li6bllities

at 31 De.ember 2012

asat3lDecember20rZ (77,851J G09,47616,j10,661 6,524,1797,647,502
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Notes to the Finan.iol Stotenents lot the Yeat Ended 31 Oecenber 2012 (continued)

ih United Stotes Dollors, unlets oth.twise indi.ated

2011(R6tated).
summanses the company's erposure to interest rate risks as at 31 Decembef

61o 12
years bearins I9!4

. 507,718 507,714

Property and equipment ' ' 732,642 732'642

Deferred tax asset 76,902 76,n2
otherdebbG 8,218 6,218

T6t:1.<r.t. 886 090 1.847,049 6.179.72

Liabillties
Long+erm borrowings 403,000 2'142,307 z'466'614 5,011,925

84,540 84,540

Toral ltabrljries - 40@
Net interest rate gap as
at 3l December 2011

Cumulative lnt€re5t rate gap
asat3lDecember2Oil 686,090 2,110,1397,067,556 4,9a4,6746,195,614

The Comoanv rnonitors frnanciat instrLrment inlerest rat€5 The table beLow shows the inLerest rate5 on the
basrs of reoorfs that were anat)5ed by the Company's key man.ge6 as at 31 Decembet 7O1Z and ZO11l

2012 2011
AZN UsD AZN U5D

t
r-i
f
t
t
t
a,

a
t
t
t
t
E
D

D

a
I
t
t
D

t
D

D

)

-

)

i)
-

-

a
-
-

Liabilities

The '!" sign rn the table above means that the Companv does not have respective assets or habilities in the

correspondjng currency.

19. Capital l,{anagement

Curentty no capjtat requirements have been estabushed by the CentralBankof the Azerbaijan Republic for
non-bank credit organisation. tranagernent's focus rn respect of lhe company's capjtal management has the
followng oblecbves: ensuring lhe Companyt abrlitv lo operate as a going concern and maintain baLances in

order ttcomDlv with Covenants ot Lende6 & Investo6 This rs exercised dailv in respect of the projected

and actuat data and on the basis of monthlv repoG with the corcsponding catcutations that are verified
and signed by the Deputy Director and chjef Accouniant of the companv.

20. ContlngentLiabilities

t€gal issles. In the ordinary course of blsiness, the companv rs subject to tegat acltons and complaints

mate al adve6e etfeci on the financiat condition or
accordingly no provision has ben made as rn rhe rnanagement! oPinion the possibilirv of material loss6 k

fox legislation. As disclosed rn Note 9 above Azerbaijani lax tegislation is slbject to vaMng
interprelalrons and changes which can o.cur fiequentlv. Managementb intelpretation oi such legislatron as

shown that the tax authorities may be taking a more

lenged in the past may be chattenged. As a resutt,

3gX to 32% 30S lo 17 309 to 32%
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Viotot Lti.rocredit Azeftaiian LLC
Notes to the Finan.ial Statenents lor the r Ende.t 31 De.ember 2012 t.ontinue.ll
in United Stotes Dollots, untess othe.wise cated

As at 11 December 2012, rhe management believes rhar ts interpretarion ot the retevant tegistairon E
approp ate and the Cornpany's rax, c!rrency and cusroms posirions wiLtbe susrained bycontroLli;g bodies.

21. Fair Value of Financial lnstruments

The tair value js defined as rhe amounr at which the innrumenr coutd be exchanged in a cuftenr

onditions and rhe specific risks artributabte to the

Manag€ment beljeves thar carrying vatues of the Compary's financiat assets and Uabitiries approximare

The Company uses the fouowing methods and assumprions to estjmate the fair value of the finanoar

Loons to..ustomets. Loa r e6 are reported ner of impairment provisionr. The estjmated fajr
valoe or loans ro cLsro ners tie discounl.

management believes that the lair vatLres or loars to curromers as at 31 December 2oljand 11 December

practice to renegoliate interest rates to reflect clrr
accrued at rates approximating marker interest rares.

Bo owings. rhe fajr value of fixed inrerest beanng financial tiabjliries carried at amortrsed cost h
determined by comparing the marker interesr rates at inirjat recognirion of these inrrrrr"nt, *iil .u""nt
market rales on simitar l)nancial instruments. The estrmated fair value of fixed interest bearing secunfles

's 
based on discounred cash ftows usifg interesr rates for debt hstruments wilh simitar cred-it nsk and

maturity. The fair value of debt securities acrively rraded on an exchange h based on their market

The fair value ot vanabte rate borrowings wirhour market qLrorations is based on discounted cash IUws
usng inte.est rater for debt inrtrumenls with similar marurjty. The estimared farr value of other borrowed
funds approxjmates their carrying vatue as rhese jnskuments do nor have market quorations and are
attracted at floatjng interes! rate,

22, Reconclliation of Categories of Financiat Inrtrument5 wtrh Measuremenr Categories

In accordance with IAS 39 ',Financial tnnrumentsr Recognirion and l easLrremenr" the Company classiries rrs
finanoal assets jn the foLLowins categones: t) loans and receivabtes; 2) fjranciat assets a;ih6Le ror sate.

company were classified as toans and receivabtes.

Alt financial liabilities of the Company are cla$ified as rneasured ar amorrised cos!.

23. Relat€d Party Tranections

r the other party in makjng financial or operational

reLationship, attention )s direcred ro the econornic

e transactions include settlements, Esuance of toans,

pohcy the terr/rs of related party transactjons are



Azerbaijan LLC
,nclal Statements tor the Yeat Ende.! 31 De.enber 2Ot2 (.ontjnued)
Dollors, untess otheryEe lDdi@ted

tstanding batances ar rhe year end and aset transacitons wirh retated parties for 2OtZ are as

296,755 295,755

1O7,9a9107,989

The outstanding balancer at

. 233.351

the !€ar end and asset transactions Mrh retated

Hum.nltarian

parties for 2011

Bahnces

26,136
357,441 357,141

25,135

9E,900E

E

H

EL
F


