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BDO Azerbaijan LLC
6 Bakikhanov Street
Brjdge Ptaza, 12th ftoor
Baku A21065, Azerbaijan

Independent Auditor's Report

To the Shoreholder and the Supetyisory Boord of Viotor Microcredit Azerbaijon LLC

Report on the Finonciql Statements

We have audited the accompanying financia[ statements of Viator Microcredit Azerbaijan LLC ("the
Company"), which comprise the statement of financiat position as at 3'1 December 20'13, and the statement
of comprehensjve income, statement of cash ftows and statement of changes in equjty for the year then
ended, and a summary of significant accounting poticies and other explanatory notes.

Management's Responsibility for the Financial Statements

Management is responsibte for the preparation and fair presentatjon of these financial statements in
accordance with Internationat Financiat Reporting Standards, and for such internaI controI as management
determines is necessary to enabte the preparation of financiat statements that are free from materiat
misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibitity is to express an opinion on these financjaI statements based on our audit.

We conducted our audit in accordance with Internationat Standards on Auditing. Those standards require
that we comply with ethicat requirements and ptan and perform the audit to obtain reasonabte assuTance
about whether the financiaI statements are free from materiat misstatement.

An audit invotves performing procedures to obtajn audit evidence about the amounts and disctosures jn the
financiat statements. The procedures setected depend on the auditor's judgment, inctuding the assessment
of the risks of material misstatement of the financiat statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal controI relevant to the entjty's preparation and fair
presentation of the financiat statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opjnjon on the effectiveness of the entity's internal
controt, An audit atso inctudes evatuating the appropriateness of accountjng poticies used and the
reasonabteness of accounting estimates made by management, as wett as evatuating the overa.,
presentation of the financiat statements.

We betieye that the audit evidence we have obtained is sufficient and approprjate to provide a basis for our
audjt opinion.

Basis for Qualified Opinion

Land and bujtdings of the Company were revatued as at 31 December 2012 by an jndependent valuatjon
company. As exptained in our report on the financial statements of the Company for the year ended 31

December 2012 we were unabte to obtain sufficient approprjate audit evjdence about the reliabitity of
input data used in arriving at fair vatue of the tand and buitdings as at that date. Since opening carrying
amount of tand and buitdings enters into the determination of financial performance we were unabte to
determine whether adjustments were necessary in respect of other comprehensive income reported in the
statement of comprehensive income.

Qualified Opinion

In our opinion, except for the possibte effects of the matter described in the Basis for QuaLified Opinion
paragraph, the financiat statements present fairty, in atI material respects, the financiat position of Viator
Microcredit Azerbaijan LLC as at 31 December 2013, and its financiat performance and its cash flows for the
year then ended in accordance wjth Internationat Financiat Reporting Standards.

V?o &*A-/*^ LLc
10 June 2014

Iel'. +99412 4045255
Fax: +994 12 4045244

BDO Azerbaijan LLC, ar azerbaijani limited tiability company registered under numbe.1302212761, is a member of BDO !nternational Limited, a UK.onrpany
limrted by guarantee, and forms part of the interndtionalB0O networkof independeni member firms
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Statement of Management's Responsibi lities for the Preparation and Approval
of the Financial Statements for the Year Ended 31 December 2013
The fottowing statement, which should be read in conjunction with the independent auditor's
responsibitities stated in the independent auditor's report, is made with a view to distinguishing the
respective responsibilities of management and those of the jndependent auditor in retation to the financiaI
statements of Viator Microcredit Azerbaijan LLC ("the Company").

Management is responsibte for the preparation of the financiat statements that present fairty the financia.
position of the Company as at 31 December 2013, the resutts of its operations, cash ftows and changes in
equity for the year then ended, in accordance with International FinanciaL Reporting Standards ("lFRS").

In preparing the financiaI statements, management is responsibte for:

. Setecting suitabte accounting principles and apptying them consistently;

. Making judgments and estimates that are reasonabte and prudent;

. Stating whether IFRS have been fottowed, subject to any materiat departures disctosed and exptained
in the financial statements; anc

. Preparing the financiat statements on a going concern basis, untess it is inappropriate to presume that
the Company witt continue in business for the foreseeabte future.

Management is atso responsible for:

. Designing, imptementing and maintaining an effective and sound system of internal controts throughout
the Company;

. Maintaining proper accounting records that disctose, with reasonabte accuracy, the financiat position of
the Company, and which enabte them to ensure that the financial statements of the Company compty
with lFRS;

. Maintaining statutory accounting records in compliance with tegistation and accounting standards of
the Repubtic of Azerbaijan;

. Taking such steps as are reasonabty availabte to them to safeguard the assets of the Company; and

. Detecting and preventing fraud and other irregutarities.

On behal.f of the Company's management the financiat statements for the year ended 31 December 2013
were authorised for issue on 10 June 2014 bv:

Vencent Abraham
Executive Director

Viator Microcredit Azerbaijan LLC
Ganja Azerbaijan



Viator lAicrocredit Azerboijon LLL
Statement of Financidl Position as at 31 December 2013
in Azerbaijani manats, unless otherwise indicoted

Note 2013 2012

Cash and cash equivatents

Loans to customers

Property and equipment

Deferred tax assets

Other assets

6

7

8

9

1,349,011 306,695

13,938,129 10,162,721

587,056

90,374

12,777

676,'t85
sl r'r'q

8,194

TOTAL ASSETS 15,977,347 11,2O7,245

LIABILITIES

Payabtes 122,871 114,094

Borrowinqs 10 9,162,522 5,041,241

Total liabilities 9,285,393 5,155,335

EQUITY
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Charter capitaI

Retained earnings

11 301,622 301,622

6,164,624 5,491,408

Revaluation surptus 225,708 258,880

Total equity 6,691,954 6,051,910

TOTAL LTABTLTTIES AND EQUITY 15,977,347 11,207,245

Vencent Abraham
Executive Director

'10 June 2014

The notes set out on poges 9 to 32 ore an integrul part of these financial statements.
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Viator Microcredit Azerboijan LLL
Statement of Comprehensive tncome for the Yeor Ended 31 December 2O13

in Azerboijani manats, unless otherwit" ,!!r"!!3!
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2013 2012

lnterest and similar income
12

3,729,O95 3,145,965

3El 17,1'llnterest and simitar
3.062.714Net interest income

of loans to customers 618

ts
ts
ts Net interest income after loan

B
e
3
B

IJ

't4

15

Personnet expenses

GeneraI and administrative expenses

Commission income

Exchange rate differences

Other income

(1 ,E20,761)
(597,565)

347,121

122,777)

473

(1,562,921\

(516,4041

a1t A1\

72,898

24,632 21,723

B

=B

Grants received

Grants disbursed to other institutions

183,328

(71,682).

393
lncome tax

673,216 't.052.647
Net

B
B
B

Revatuation of buitdings

Depreciation recycLed through other comprehensive income

(33,039)

(8,426)

79,345

(34,107)

Income tax of other

Other comprehensive income for the year, net of tax

8,293

(33,172) 52,060B
B
-!

E
'<
{

t
E
F
F
F
F
Ei'
FE

Vencent Abraham
Executive Director

10 June 2014

Th" ,"tet t"t 
"ut 

* p"r* g to 32 orc on integrcl part of these linancial stotements'
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viator Microcredit Azerboijan LLC
Statement of Cash Flows for the Year Ended 31 December 2O13

in Azerbaijani manats, unless otherwise indicated

Note 2013 2012

Cash flows from operating activities

lnterest and commission fees received

Interest paid on borrowings

Loans issued to customers (net)

Payments to emptoyees and supptiers

Grants disbursed

Current income tax paid

Other receipts tess other payments

4,948,520

(627 ,243)
(4,262,814\

(2,83s,13e)

(713,798)

32,001

3,575,45'l

(402,0r5)

(2,217,956)

(1,881 ,103)

(71,682)

(229,038)

34,184

Net cash used in operating activities (2,958,4731 (1,192,'t791

Cash flows from investing activities

Purchase of property and equipment

Proceeds from disposaI of property and equipment

(22,51e1 (126,515)

9,860 3,653

Net cash used in investing activities (12,65e1 (122,862)

Cash flows from financing activities

Proceeds from borrowings

Borrowings repaid

Grants received

6,699,645 2,603,087

(2,691,7901 (1,571,2601

- 183,328

Net cash from financing activities 4,OO7,855 1,215,155

5 5q?

1,042,315

306,696

7,262

(e2,6241

399,320

Exchange rate differences

Net increase in cash and cash equivalents

Cash and cash equivatents at the beginning of the year
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Cash and cash equivalents at the end of the year 1,349,O11 306,696

Vencent Abraham
Executive Director

10 June 2014

The notes set out on pages 9 to 32 ore on integrol part ol these financiol statements

7



viator lAicrocredit Azerbaijon LLC
Stotement of Changes in Equity for the Yeor Ended 31 December 2013
in Azerbaijani manats, unless otherwise indicoted

Charter Retained Revaluation
capital earnings surplus Total equity

9.6s0 4.696.653

Other comprehensive income, net of tax

Transfer to retained earnings

lncrease in charter capitat

52,060

- 34,080 (34,080)

291,972 (291,9721

52,060

Net profit for the year 1,052,647 - 1,052,647

Balance as at 31 December 2O12 301,622 5,491,408 258,880 6,051,910

Other comDrehensive income, net of tax
673.216

(33,172) (33,1721

Net Drofit for the

Balance as at 31 December 2013 30'1,622 6,164,624 225,708 6,691,954

Vencent Abraham
Executive Director

10 June 2014

t
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The notes set out on poges 9 to 32 are on integrat port of these linancial stotements,
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Viotor llicrocredit Azerboijon LLC
Notes to the Finonciol Stotements for the Year Ended 31 December 2013
in Azerboijani monats, unless otherwise indicoted

1. Principal Activities of the Company

Viator Microcredit Azerbaijan Non-Bank Credit Organisation LLC ("the Company") provides financiat
facitities to smatt entrepreneurs in various regions of Azerbaijan so that they can create jobs, buitd assets

and improve their standard of living. lt principatty provides smatl loans to individuats and to groups of
individuats that lack access to traditionat financiaI institutions.

The Company was registered as a legat entity in the end of 2002. Prior to that it ran activities as the
microfinance wing of a humanitarian organisation. The Company operates under the tending license issued

by the CentraL Bank of Azerbaijan.

Viator AS (Kjngdom of Norway) is the sote owner of the Company. Normisjon, a Norwegian Evangetical
Lutheran missionary organisation is the uttimate controtting party of the Company.

The legat address of the Company is apt. 16, 133 Atovsta Gutiyev street, Baku A21095, Azerbajjan and the
location of its principat office is at 132, N.Narminanov Avenue, Ganja 422002, Azerbaijan. The Company
has branches and offices in Ganja, Shamkir, 5haki, Gazakh, DaLimammadli, and Batakan regions of
Azerbaijan.

The average number of the Company's emptoyees as at 31 December 2013 was 135 \2012: 127).

2. Operating Environment of the Company

Generol

Oyer recent years, Azerbaijan has undergone substantiat potitjcat and economic changes, As an emerging
market, Azerbaijan does not possess a wett-devetoped commerciat jnfrastructure, which generatLy exists in
more mature business markets. La\rys and regutations affecting businesses operating within the country are
subject to rapid change. In addition, continued economic stabitity is dependent to a large extent on the
effectiveness of fiscal and monetary measures taken by the government, regutatory deyelopments,
decisions of internationa[ [ending organisations, and other actions beyond the Company's controt.

Atthough recentty there have been positive economic signs in Azerbaijan, the tong-term prospects for the
Azerbaijani economy remain uncertain, Nationat economy is dependent of export of hydrocarbon resources.
As a result, the Company's assets and operations coutd be at risk resuLting from any adverse changes in the
potiticaL and business environment.

F inancia I ma r ket tra ns actions

The gtobat financia[ crisis has resutted in, among other things, gtobat tiquidity crunch which led to
contractjon of the international and domestic capitaI market, Lower Liquidity tevets across the Azerbaijani
banking sector and very hjgh uncertainty in the domestic and foreign equity markets. The uncertainties in
the globat financial market have atso ted to bank faitures and bank rescues in the United States of America,
Western Europe, Russia and other countries, however its impact on financiat system of Azerbaijan was has

been retativety Umited. Currentty, it is impossibte to futty assess the inftuence of the ongoing crisis or ayoid
its impact.

Investors have been re-evaLuating their exposure to risks, which resutted in reduced or ctosed timits on
transactions conducted in Azerbaijan, thereby adding to vol.atitity. Such circumstances can affect the
abitity of the Company to obtain new borrowings at terms and conditions similar to those apptied to earLier
transacnons.

Borrowers and debtors of the Company may atso be affected by the repercussions of the financjat crisis,
which can in turn impact their abjtity to meet their financiat obtjgations to the Company. To the extent
that information is avaitabte, management has adequatety reftected revised estimates of expected future
cash ftows in their impairment assessments. These financial statements do not jnctude the adjustments
reftecting the impact on the Company's financial position of further deterioration in the tiquidity on the
financial markets and the increased votatjtity in the currency and equity markets.



Viotor Microcredit Azerboijon LLC
Notes to the Financial Statements for the Year Ended 31 December 2013 (continued)
in Azerboijani monots, unless otherwise indicoted

lnflotion

The officiat inftation indices for the last three years are given in the tabte betow:

Year ended Inflation for the period

31 December 2013
3'1 December 2012
l1 December 2011

2.4%
1.2%

8.1%

Currency tronsoctions

Nationat currency of Azerbaijan - manat - is the main currency used within the country. Foreign currencies,
in particutar the u5 dotlars and Euro, ptay a significant rote in measuring economic parameters of many
business transactions in Azerbaijan. The tabte betow shows the exchange rates of Azerbaijani manat
("AZN") retative to US dottar ("USD") and Euro ("EUR"):

USD 1 EUR 1

31 December 20'13

December 2012
0.7845
0.7850

1 .0780
1.0377
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3. Basis of Presentation

Generol principles

These financiat statements are prepared in accordance with lnternationat Financiat Reporting Standards
("lFRs"). The Company maintains its accounting records in accordance with the appticabte tegistation of the
Repubtic of Azerbaijan. These financial statements have been prepared on the basis of those accounting
records and adjusted as necessary in order to compty, in atl. material respects, with lFRs.

Functional ond presentotion currency

These financiat statements are presented in AZN being the Company's functionat and presentation
currency. AZN is the prevaiting currency in the economic environment where the Company conducts its
ordinary actjvities and in which majority of receipts from operating actjvities are retained.

Estimotes ond ossumptions

The preparatjon of the financiat statements requires the use of estimates and assumptions that affect the
reported amounts of assets and Liabitities, djsclosure of contingent assets and tiabjtjties as at the date of
the financiat statements preparation, and the reported amounts of revenues and expenses during the
reporting period. lssues that require best estimate and are most significant for the financiat statements are
disctosed in Notes 5. 7. 8 and 9.

Going concern

These financjal statements reftect the Company management's current assessment of the impact of the
Azerbajjani business envjronment on the operations and the financial position of the Company. The future
economic direction of Azerbaijan is |.argety dependent upon the effectiveness of measures undertaken by
the Azerbaijani Government and other factors, inctuding regutatory and potiticat devetopments which are
beyond the Company's controt. The Company's management cannot predict what impact these factors can
have on the Company's financial position in future.

For prompt management of Liquidity risk the Company regutarty monitors external factors, which coutd
jnftuence the Company's tiquidity tevet, and forecasts cash ftows. For the medium- and Long.term Liquidity
risk management the Company anatyses maturity mismatches of assets and tiabitities. To reduce its risk
exposure the Company sets Liquidity gap timits. The set limits are periodicatl.y reviewed to reftect the
changes in externat and internal environment.

10
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Viator Microcredit Azerboijon LLC

Notes to the Finoncial ststements for the Yesr Ended 31 December 2o13 (continued)

in Azeftaijoni monots, unless otherwise indicated

Changes in Accounting Policies

Theaccountingpoticiesadoptedaregenera|.lyconsistentwiththoseoftheprevjousfinanciatyear.

o) New stondords, intetpretations and amendments effective from 1 Jonuary 2013

A number of new standards, interPretations and amendments effective for the first time for periods

;";i."rc on toi artert 1 January zdi3, nuuu been adopted in.these, financial statements The nature and

effect of each new standard, interpretation and amendment adopted by the group is detaited betow..Note:

notattnewstandardsandjnterpretationseffectiveforthefir5ttimeforperjodsbegjnningon(orafter)1
January 2013 effect the Company's annuaI financiaI statements'

tAS 1 - Presentotion of ttems of Other Comprehensive lncome - Amendments to IAS 1

The amendment requires that ttems of other comprehensive jncome must be grouped [ogether into two

SecUons:

Those that witt or may be recLassified into profit or toss

Those that witt not.

As the amendment onty affects presentation, there is no effect on the company's financiat position or

performance.

IFRS 1O Consolidated Finonciol Stotements

IFRS 10 supersedes IAS 27(2008) Consolidated ond Separote Finonciol SIC'12 Consolidation -

Special Pirpose Entities, and introduces a sinqte'controt modeL'for tuding special purpose

entities (SiEs), whereby control exists when att of the fottowing condi t:

- Power over investee

- Exposure, or rights, to variabte returns from investee

- Abitity to use power over investee to affect the entity's returns from investee'

Other changes introduced by IFRS '10 incLude:

_Thejntroductjontheconceptof.defacto'controlforentjtieswjthtessthana50%ownership
interest in an entjty, but wh]ch have a large sharehotding compared to other sharehotders .,

- Potentiat voting rights are onty considered when determjning if there is control when they.are

substantive (hotdeahas practic;t abitity to exercise) and the rights are exercisabte when decisions

about the investees activities that affect the investors return wilt or can be made
_ ipecific guidance for the concept of ,sitos" where groups of assets (and tiabitities) within one

entity are ring'fenced, and each group is considered separatety for consotidation'

IFRS 11 Joint Arrangements

IFRS 11 supersedes lA5 3l Interests in Joint ventures and slc''13 Jointly'controlled Entities Non-monetory

Contributions by venturers, and requires joint arrangements to be ctassified as either:

- Joint operations - where partjes with joint control have rights to assets and obtigations for

tiabiLities, or

- Joint ventures - where parties with jojnt controt have rights to the net assets of the investee

Joint arrangements that are structured through a separate vehjcte witt generalty be treated as ioint
ventures, uitess the terms of the contractuaI airangement, or other facts and circumstances indicate that

the parti;s have rights to assets and ob(igations for tiabitities of the arrangement, rather than rights to net

assets.

Jointventuresareaccountedforusingtheequitymethod(Proportionateconsolidatjonisnotpermittedby
rFRS 11 ).

Partiestoajointoperatjonaccountfortheirshareofassets,tiabitjties,revenuesandexpensesin
accordance with their contractuaI rights and obtigations'

The adoption of IFRS 11 had no effect on the Company.

1l
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v i otor llticrocredit Aze r bo ij on LLL
Notes to the Finoncisl Stotements for the Yeor Ended 31 December 2O13 (continued)
in Azerboijoni monofs, unless otherwise indicoted

IFRS 12 Disclosure of Interests in Other Entities

IFRS 12 sets out the disctosure requirements rel,atjng to an entity's interests in subsidiaries, joint

arrangements, associates and structured entities. The standard requires a rePorting entity to disctose
jnfor;ation that hetps users to assess the nature and financiat effects of the reporting entity's retationship

with other entities.

As the new standard affects onty disctosure, there is no effect on the company's financial position or
performance.

IFRS 13 Foir Volue Meosurement

IFRS 13 sets out the framework for determining the measurement of fair value and the disctosure of

information relating to fair vatue measurement, when fair value measurements and/or disctosures are

requjred or permitted by other lFRSS.

As a resutt, the gujdance and requirements retating to fair vatue measurement that were Previously located

in other IFRSS have now been retocated to IFRS 13.

White there has been some rewording of the previous guidance, there are few changes to the previous fair
value measurement requirements. Instead, IFRS 13 is intended to ctarify the measurement objective,
harmonise the disc(osure requirements, and improve consistency in apptication of fajr vatue measurement.

IFRS 13 djd not materiaLLy affect any fair vaLue measurements of the Company's assets or tiabrLjties, with
changes being limited to presentation and discLosure, and therefore has no effect on the company's
financiaI oosition or oerformance.

In addition, IFRS 13 is to be apptied prospectivety and therefore comparative disctosures have not been

presenreo.

see note 5 Criticol occounting estimotes ond judgements for more detaits and further references related to
fair vatue measurement,

IAS 19 Employee Benefits (Revised 2011)

The main changes as a consequence of the revision of IAS '19 jnctude:

- Etimination of the 'corridor' approach for deferring gains/losses for defined benefit ptans

- ActuariaL gains/tosses on remeasuring the defined benefit ptan obtigation/asset to be recognjsed in

other comprehensive income rather than in profit or loss, and cannot be rectassjfied in subsequent
peno0s

- Amendments to the tjming of recognition for tiabilities for termination benefits

- Emptoyee benefits expected to be settted (as oPposed to 'due to be settted') whotty within 12

months after the end of the reporting perjod are short-term benefits, and are not discounted.

The adoption of the revised standard had no effect on the Company

b) New standards, interpretations ond omendments not yet effective

The fottowing new standards, interpretations and amendments, which are not yet effective and have not

been adopted earty in these financia( statements, witt or may have an effect on the ComPany's future
financiaI statements:

IFRS 9 "FinanciaL lnstruments" (effective for annuaI reporting periods beginning on or after 1 January 2013;

however, the date can be postponed to 1 January 2015; earty adoPtion is permitted). This standard was

issued in November 2OO9 as the first phase of reptacing IAS 39 and reptaces those parts of IAS 39 that retate
to ctassifjcation and measurement of financiaL assets. The second phase of reptacing this standard
regarding the ctassification and measurement of financial tiabitities took ptace in October 2010. The main
differences of the new standard are as fottows:

- financiat assets are required to be ctassjfied into two measurement categories: those to be

measured subsequentty at fair vatue, and those to be measured subsequentty at amortised cost.
The decision is to be made at initiaI recognition, The ctassification depends on the entity's
business modet for managing its financiaL instruments and the contractuat cash ftow characteristics
of the instrument.

- an instrument is subsequently measured at amortjsed cost onty if it is a debt instrument and both
(i) the objective of the entity's business modet is to hoLd the asset to coltect the contractual cash

ftows, and (jj) the asset's contractuaI cash ftows represent onty payments of principat and interest

12
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Notes to the Finonciol Statements for the Yeor Ended 31 December 2013 (continued)

in Azerboijoni manots, unless otherwise indicoted

(thatis,ithasonty..basic|.oanfeatures,,).A|'totherdebtinstrumentsaretobemeasuredatfair
value through Profit or [oss;

att equity instruments are to be measured subsequentty at fair vatue. Equity instruments that are

heLd for trading wilt be measured at fair vaLue through profit or [oss. For att other equity

investments, an irrevocabte electjon can be made at injtiat recognitjon, to recognise unrealised

and reaused fair vaLue gains and tosses through other comprehensive income rather than rofit or

Loss. There is to be no recycting of fair vatue gains and tosses to profit or [oss. This electio may be

made on an instrument_by-instiument basis. Dividends are to be presented in profit or tos as long

as they represent a return on investment.

- Most of the requirements in IAS 39 for classjfication and measurement of financiat tiabitities were

profit or [oss in other comprehensive income.

Amendment to IAS 32 ,'Financiol Instruments: Presentotion" Offsetting Finonciol Assets and Finonciol

Liobilities and the related disclosure (appLied retrospectively for annuat periods begjnning on or after 1

January 2014; earty application is permitted). The amendments to IAS 32 cLarjfy existing apptication issues

retating to the offsetting requirements.

Amendment to lFRS 7 "Financial lnstruments: Disclosure" offsetting Finoncial Assets ond Financiol

Liobilities and the retated djsctosure (apptied retrospectjvety for annuat periods beginning on or after'l
January 2014; early apptjcation is permitted). The amendments to |FRS 7 requjre entitjes to disclose

informatjon aOout iignii of offset and related arrangements (such as cottaterat posting requirements) for

financiaL instruments under an enforceabte master netting agreement or sjmitar arrangement.

Management betieves that the apptjcation of other new and revised lFRSS witt not have a materiaL jmpact

on the financiaI statements.

4. Summary of Significant Accounting Policies

Cosh ond cqsh equivalents

cash and cash equivatents are assets, which can be converted into cash wjthin a day and consist of cash on

nature, are exctuded from cash and cash equivalents.

Finonciql ossets

The Company ctassifies its financiat assets in the foltowing categories:

. loans and receivabtes (this category inctudes loans to customers and receivabtes);

. financiat assets avaitabte for sate.

The Company determines the ctassification of its financiat assets at initiaI recognitjon. Classification of

fjnanciat assets at initiaL recognition depends on the purpose for which they were acqujred and their

characteristics.

lnitiol recognition of financiot instruments

The Company recognises financiaL assets and financial tiabitities in its statement of financiat position when

it becomes i partylo the contractuat obtigation of a financiaI instrument. Regutar way Purchases and sates

of the financiat assets and tiabilities are recognised using setttement date accounting'

Att fjnanciat assets are initjatty recognised at fair vatue ptus transaction costs that are directty attributabte

to acquisition or issue of the financiaL instrument

Foir value meosurement

The fair vaLue of fjnanciaL instruments traded on the active market as at the reporting date is determined

based on the market or deaters' quotations includjng transaction costs

lf a quoted market price is not avaitabte, the fair value of financiat assets and financiaL tiabitjties recorded
jn the statement of financiat position js estimated on the basis of market quotations for simitar financiaI

instruments or using various vatuation techniques, inctuding mathematical. modets, where mathematical

modets are used, inputs are based on observabte market data or judgment-

Judgment is based on such consideratjons as the time vatue of money, credit risk tevet, voiatjtjty of the

instrument, market risk Levet and other applicabte factors

1l
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viotor Microcredit Azerboijsn LLc
Notes to the Financiol Sto[ements for the Yeor Ended 31 December 2013 (continued)

in Azerboijani moncfs, unless othe|r/ise indicsted

Derecognition of financiol assets

A financial, asset (or, where appticabte, a part of a financiat asset, or part of a group of sjmiLar financjal

assets) is derecognised where:

. Lhe righLs to receive cash tlows from the asset have expired:

.thecompanyhastransferreditsrightstorecejvecashftowsfromtheasset,orretainedtherjghtto
receive cash ftows trom the as;t, "but 

has assumed an obtigation to pay them in fuLt without materiat

detay to a third Party; and

.thecompanyeitherhastransferredsubstantiattyatttherisksandrewardsoftheasset'orhasneither
transferred nor retained suosiantiatty att the ;isks and rewards of the asset' but has transferred

retained controt.

Where the Company has transferred its rights to receive cash ftows from an asset and has neither

transferred nor ietained substantiatiy aLt thJrisks and rewards of the asset nor transferred controt of the

asset, the to ihe extent of the company's continujng invotvement in the set.
-ontlnulng 

kes the form of a guarantee over the transferred asset is measured tne

lower ot t amount of the asset and the maximum amount of consideration that the

Company couLd be required to rePar.

Loans to customers

Thjscategoryjnctudesnon.derivativefinanciatassetswithfixedordeterminablepaymentsthatarenot
quoted jn an active market, other than:

.thosethattheentityintendstosettjmmediatetyorinthenearterm,whjchshattbectassifiedashetd
ioi truaing, and thoie that the entjty upon injtjat recognition designates as at fair value throuqh prorrr

or [oss;

. those that the entity upon initiaL recognition designates as avaitab(e for sate;

. those for which the hotder may not recover substantialty aLL of its initiat investment' other tnan

because of credit deterioration, which shatL be ctassified as avaitable for sate'

Loans to customers are initialty recorded at cost, which is the fair value of the consideration given'

iubsequentty, they are carrjed jt amortised cost using the effective interest method less provjsion for Loan

impairment.

Loans to customers are recoloeo when cash is advanced to borrowers'

Loanstocustomersorjginatedatjnterestratesdifferentfrommarketratesareremeasuredatorjgination

jscreditedorchargedtothestatementofcomprehensivejncomeasgains/lossesonorjginationofassetsat
ratesabove/be[oWmarket'SubseqUentty,thecarryjngamountofsuchloansisadjustedforamortisation
and the rel.ated gains/Losses are recorded wjthin the statement of comprehensive income using the

effective interest method.

lmpairment of finonciol assets

aiter the e asset (a toss event an impact on the ming of the

estimated the financjal asset of financial asse be retjabty

estimated mines that no objecti ce of impairment individuatLy

assessed ,J"i tn" utt"t in u financiaL assets credit risk

characteristics and cottectivety assesses them for impairment'

lmpoirment ol loons to customers

assets:

r defautt in any Payments due;
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Viator Microcredit Azerbaijan LLC
Notes to the Findnciat Statements for the Yeor Ended 31 December 2013 (continued)
in Azerbaiiani monots, unless otherwise indicated

. significant financiat difficutty of the borrower supported by financiaI information at the Company's

disposaL;

. it becoming probabte that the borrower wit[ enter bankruptcy or other financiat reorganisation;

. worsening nationaL or [oca[ economic environment affecting the borrower;

. breach of contract, such as a default or detinquency in interest or principat payments;

. the tender, for economic or tegat reasons retating to the borrower's financiaL difficutty, granting to the
borrower a concession that the [ender wouLd not otherwise consider'

Assets that are jndividuatty assessed for impairment and for which an jmpairment loss js recognised are not
inctuded in a cottective assessment of rmpairment.

lf the Company determines that no objective evidence of impajrment exists for an individuatty assessed

financiat asset, it jnctudes the asset jn a group of financiat assets with similar credit risk characteristics and

coLtectivety assesses them for jmpairment.

For the purpose of a collective evatuation of jmpairment, financial assets are grouped on the basis of
simitar credit risk characteristics sUch as asset type, industry, geographical tocation, cottateraI type,
Davment status and other retevant factors. The characteristics chosen are retevant to the estimation oF

future cash ftows for groups of such assets by being indicative of the borrowers abjljty to pay alt amounts
due according to the contractuat terms of the assets being evatuated

The main criterion used for determining objective evidence of loss from impairment of due from other
banks and toans to customers representing cotlectively measured financial assets js avaitabitity of
observabte data indicatinq that there is a measurabte decrease in the estimated future cash ftows from a

group of financiai assets since the initial. recognition of those assets, atthough the decrease cannot yet be

identified with the individuaI financjaI assets jn the group.

Such information may inctude adverse changes in the payment status of borrowers in the group (for
exampLe, an increased number of detayed payments or an increased number of credit card borrowers who
have reached thejr credit [imjt and are paying the minjmum monthly amount), natjonaI or tocal economjc
conditjons that correlate with defautts on the assets in the grouP (for example, an increase jn the
unemployment rate in the geographicaI area of the borrowers, a decrease in property prjces for rnortgages
in the retevant area, a decrease in ojI prices for loan assets to oiI producers, or adverse changes in industry
conditions that affect the borrowers in the group).

lf there is objective evidence that an impajrment toss has been jncurred, the amount of the loss is
measured as the difference bet\i/een the asset's carrying amount and the present vatue of estimated future
cash ftows. The carrying amount of the asset is reduced through the use of the provision account and the
amount of the loss is recognised in the statement of comprehensive income.

The present vatue of the estimated future cash ftows is djscounted at the financiat asset's originat effective
jnterest rate. lf a loan has variabte interest rate, the discount rate for measurinq any impairment Loss is the
current effective interest rate. The catcutation of the present vatue of the estimated future cash ftows of a

coLtateratised financiat asset reftects the cash ftows that may resutt from forectosure tess costs for
obtaining and selting the cotLaterat.

Loans that have not been individuatty assessed aTe then included in the group of toans that are cotlectivety
assessed for impairment, The coLtectivety assessed toans are grouped based on simitar credit risk
characteristics and on their past-due status and assessed accordingty. The cotlectivety assessment

methodotogy strives to ensure the provjsion for impairment reflects the loss events that have occurred, but
have not yet been identified on an individual loan basis.

The process uses a combjnation of historical data and current observabLe data that reftect the existing
sjtuation and how it may aFfect the current toan portfolio. Historical data used is a set of actua[ loss rates
catculated using the hjstoricat toan loss migration anatysis. Existing economic data incLudes actuat raLes.

Using these data sets as inputs, the management then determines the new set of rates to be used for the
next 6 month perjod.

Future cash ftows in a group of loans that are cotlectiveLy evatuated for impairment are estjmated on lhe
basis of historicat loss experience for loans with credit risk characteristics similar to those in the group or
on the basis of historicaI information on coltections of past due debts. Historicat toss experience is adjusted
on the basis of current observabte data to reftect the effects of current conditions that did not affect the
period on which the historical loss expeTjence is based and [o remove the effects of conditjons in the
historicaL period that do not exist currentty. Estimates of changes in future cash ftows reftect and are
directjonatLy consistent with changes in retated observabte data from period to period (such as changes jn

unemptoyment rates, property prices, commodity Prices, payment status or other factors that are
indjcative of incurred losses in the group and their magnjtude). The methodotoqy and assumptions used for
estimating future cash ftows are reviewed regutarty to reduce any djfferences between toss estirnates and

actuat [oss exoerience.
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Notes to the Finoncial Stotements for the Year Ended 31 December 2013 (continued)
in Azerbaijoni manats, unless otherwise indicoted

lf, in a subsequent period, the amount of the impairment loss decreases and the decrease can be retated
objectjveLy to an event occurring after the impairment was recognised (such as improvement in the
debtor's credit rating), the previousty recognised jmpairment loss is reversed by adjusting the attowance
account in the statement of comprehensive income,

In case of a write-off of the uncotl.ectibLe loan and re(ating interest, the Company shatt take necessary and
adequate steps, envjsaged by law, custom of business turnover or agreement, to cottect this outstanding
[oan.

Financial Iiqbilities

Financia[ [iabitities are ctassified as financiaI tiabitities carried at amortised cost.

InitiaLiy, a financiat tiabitity shatl be measured by the Company at its fair vatue p(us transaction costs that
are directty attributabte to the acquisition or issue of the financjat tiabitity. A financiat tiabitity is

derecognised when the obtigation under the tiabitity is discharged or cancetted or expjres,

Where an existing financiat tiabitity is reptaced by another from the same lender on substantjatty different
terms, or the terms of an existing tiabitity are substantiatty modified, such an exchange or modificatjon is

treated as a derecognition of the origjnat tiabitity and the recognition of a new Liabitity, and the difference
in the respective carrying amounts is recognjsed in the statement of compTehensive income.

Financiol liobilities carried at amortised cost

Fjnanciat liabitjtjes carrjed at amortised cost payabtes to supptiers, taxes payabte, and borrowed funds,
Borrowed funds inctude regular Loans received by the Company and are recorded as cash is advanced to the
ComDanv.

Of f sett ing of f inoncio I inst ruments

Financiat assets and liabitities are offset and the net amount is reported in the statement of financiat
position onty when there is a Leqatty enforceabte right to offset the recognised amounts, and there is an
intention to either settte on a net basis, or to reatise the asset and settte the Liabitity simuttaneousl.y.

Property and equipment

Buildings hetd for use jn the business, are stated in the financiat statements at their revatued amounts,
being their fair vatues at the date of revatuation, tess any subsequent accumutated depreciation and
subsequent accumutated tosses. Revatuations are performed with sufficient regutarity such that the
carrying amounts do not differ materiatty from those that woutd be determjned using fair vaLues at the end
of each reporting perjod,

Equipments are stated at cost less accumulated depreciation and jmpairment provision.

At each reportjng date the Company assesses whether there js any indication of impairment of property and
equipment. lf such indication exists, the Company estimates the recoverable amount, which is determined
as the higher of an asset's fair vatue less costs to sett and its vatue in use. Where the carrying amount of
property and equipment is greater than their estimated recoverable amount) jt is written down to their
recoverabte amount and the difference is charged as impairment loss to the statement of comprehensive
income.

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

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

Depreciotion

Depreciation of property and equipment commences from the date the assets are ready for use
Deprecjation is charged on a straight line basis over the estjmated useful ljves of the assels. Fottowing
deprecjation rates have been used:

. Buildings 2.5-3.3% 12012:7%I

. Furniture - 20%;

. computers - 33%;

. Motor vehictes 20%;

. other assets 25%

'16
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Notes to the Finonciql Statements for the Year Ended 31 December 2013 (continued)
in Azerboijoni manats, unless otherwise indicoted

The residuat vatue of an asset is the estimated amount that the company would currentty obtajn from

disposal of the asset less the estimated costs of disposaL, if the asset were atready of the age and in the
condition expected at the end of its usefut tife. The assets' residual values and useful lives are revieweo,

and adjusted if appropriate, at each reporting date.

lntangi ble o ssets o cqui r ed sep o r o tely

Intangibte assets with finite usefut lives that are acquired separatety are carried at cost less accumutated

amortisation and accumutated impairment tosses. Amortisatjon is recognised on a straight-tjne basis over

their estimated usefut tives. The estimated usefut tife and amortisation method are reviewed at the end of

each reporting period, with the effect of any changes in estimate being accounted for on a prospective

basis. IntangiSte assets with indefinite usefut Lives that are acquired separatety are carried at cost less

accumutated impairment tosses.

Operoting leose the Company os o lessee

Leases of property under which the risks and rewards of ownershjp are effectively retajned with the Lessor

are ctassified as operating leases. Lease payments under operating tease are recogolsed as expenses on a

strajght-tine basis over the tease term and inctuded into operating expenses in the statement of

comprehensive income.

Chorter capitol

Statutory Charter capitaI is recorded at its nominat amount actuatty paid in accordance with the Company's

constitution documents,

Contingent ossets and Iiobilities

Contingent assets are not recognised in the statement of financiaL position but disclosed in the financiat
statements when an inftow of economic benefits is probabte.

Contingent tiabitities are not recognised in the statement of financiaL position but disctosed in the financiat

statements untess the possibitity of any outftow in sett(ement is remote.

Toxation

The income tax charge comprises cuTrent tax and deferred tax and is recorded jn the statement of

comprehensive income. Income tax expense is recorded in the financiaI statements in accordance with the

appticabte tegistation of Azerbaijan. Current tax is catcuLated on the basis of the taxabLe profit for the
year, using the tax rates enacted during the reporting period.

Current tax js the amount expected to be paid to or recovered from the taxation authorities in respect of

taxable profits or losses for the current or prior periods. Tax amounts are based on estimates if fjnanciat

statements are authorised prior to fil.ing retevant tax returns.

Deferred income tax is provided using the baLance sheet tiabitjty method for tax loss carryforwards and

temporary djfferences arising between the tax bases of assets and Liabilities and their carryjng amounts for
financia|. reporting purposes.

Deferred tax batances are measured at tax rates enacted or substantively enacted at the reporting date

which are expected to appty to the period when the temporary differences witl reverse or the tax loss

carryforwards witt be utitised. Deferred tax assets and tiabitities are offset if there is a tegatty enforceabte

rlghi to set off current tax assets against current tax tiabitities. Deferred tax assets for deductibLe

temporary differences and tax toss carryforwards are recorded to the extent that it is probabte that future
taxabte profit wil.t be avajtabl.e against which the deductions can be utjtised. Judgment is required to
determine the amount of deferred tax assets that may be recognised in financjat statements based on

probabte periods and amounts of future taxabte profits and future tax ptanning strategies

Azerbaijan atso has various other taxes, which are assessed on the Company's activities. These taxes are

recorded within operating expenses in the statement of comprehensive income

lncome and expense recognition

lnterest income and expense are recoTded jn the statement of comprehensive income for atI debt

instruments on an accruat basjs using the effective interest method. The effective interest melhod is a
method of catcutating the amortised cost of a financiat asset or a financiat tiabitity and of atlocating the

interest income or interest expense over the retevant period. The effective interest rate is the rate that
exactty discounts estimated future cash payments or receipts through the expected Life of the financiaL
jnstrument to the net carrying amount of the fjnanciat asset or financiat Liabitity, When catcuLating the

effective interest rate, the Company estimates cash ftows considering att contractuat terms of the financiaI



a
-al

B
-!l

-l

B
EI
B
B
B
B

=rB
B
ts
B
a
B
B
B
B
b
t
B
q
B
B
q
q
b
B
B
B
B

v iator hlicr ocr ed it Aze r bo ijan LLC
Notes to the Finonciol Statements for the Yeor Ended 31 December 2013 (continued)
in Azerboijoni manots, unless otherwise indicoted

instrument, but does not consider future credit losses, The catculation inctudes al.t commissions and fees

paid or received by the parties to the contract that are an integrat part of the effective interest rate,

transaction costs, and atI other premiums or discounts

lnterest income inctudes couoons earned on fixed'income financiat assets and accrued discount and

premium on promissory notes and other discounted instruments. When toans become doubtfut of cottection,

they are written down to their recoverabte amounts and interest income is thereafter recognised based on

the rate of interest that was used to djscount the future cash ftows for the purpose of measuring the

recoverable amount.

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

is provjded. Loan origination fees for toans that are not yet provided, but are probabte of being drawn

down, are recognised within other assets and are subsequentty taken into account in catcutation of

effective yjeLd on the toan. Fees and commissions arising from negotiating a transaction for a third party,

such as the acquisition of loans, shares and other securities or the purchase or sate of businesses, are

recorded on comptetion of the transaction in the statement of comprehensive income. Investment portfotio

and other advisory service fees are recognised based on the appticabte service contracts.

Emptoyee benefits ond social insuronce contributions

The Company pays sociaL security contributions in the territory of Azerbaijan. These contributions are

recorded on an accrual basis. The Company does not have pension arrangements separate from the state
pension system of Azerbaijan. Wages, sataries, contrjbutions to the State Socjat Protectjon Fund, paid

annual leaves and paid sick leaves, bonuses and non-monetary benefits are accrued as the Company's

employees render the retated service,

Foreign currency

Foreign currency transactions are transtated into the functional currency at the Central Bank of the
Repubtic of Azerbaijan exchange rate in effect at the transaction date. Monetary assets and tiabitities
denominated in foreign currencies are transtated into the functionat currency at the Central Bank's

exchange rate ruting at the reporting date. Foreign exchange gains and losses resutting from revatuation of
transactions in foreign currency are recorded in the statement of comprehensive income within foreign
exchanqe transtation gains less tosses. Non.monetary items denominated in foreign currency and carried at
cost are restated at the Central Bank's exchange rate in effect at the transaction date. Non'monetary
items denominated in foreign currency and carried at fair vatue are restated at the exchange rate in effect
at the date the fair vatue is determined.

Gains and tosses on purchase and sate of foreign currency are determjned as the difference between the
sel.ting price and the carrying amount at the date of the transaction.

Gronts

A government grant is recogoised onty when there is reasonabte assurance thaL:

. the Company witL compty with any conditions attached to the grant

. and the grant witl be received

The grant is recognised as income over the period necessary to match them wjth the re(ated costs, for
which they are intended to compensate, on a systematic basis.

A grant received as compensation for costs atready incurred or for immedjate financial support, with no

future related costs, is recognised as income in the period in which jt is received

A grant retating to assets is presented in one of two ways:

. as deferred income, or

. by deducting the grant from the asset's carrying amount.

A grant retating to income is reported separatety as'Grants received

5. Critical Accounting Estimates and Judgments

The Company makes certain estimates and assumptions regarding the future. Estimates and judgments are

continuatty evatuated based on hjstoricaI experience and other factors, including expectations of future
events that are betjeved to be reasonabte under the circumstances. In the future, actual experience may

differ from these estimates and assumptions. The estjmates and assumptions that have a sjgnificant risk of
causing a materiat adjustment to the carrying amounts of assets and Liabitities wjthin the next financial
year are discussed betow.

18
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viotor Microcredit Azerbaijon LLC

Notes to the Finoncist Stqtements for the Yeor Ended 31 December 2013 (continued)

in Azerboijani manots, unless otherulise indicoted

Provision for impoirment of loans to customers

ese cash ftows, management makes judgments

isabte vatue of any undertying cottateraI Each

strategy and estimate of cash ftows considered

Risk function'

collective attowances.

Foir value of finonciot instruments

The Company determines the lair value of not quoted' using valuation

techniques. Those technlques are significantt sed' inctudjng discount rates

and estimates of future cash itows ln that estimates cannot atways be

substantiated by comparison with j;dependent mark may not be capable of being

reaLised immediateLY.

lJseful Iives of Property ond equiPment, and intangible ossets

AsdescribedintheNote4above,thecompanyreviewstheestimatedusefutuvesofproperty,ptantand
equipment, and intangibte assets aL the end of each reportlng Perloo'

Legol proceedings

ln accordance with IFRSS the Company recognises a

past event, a transfer of economic benefits js pro

estimated retiabty. In instances where the criteria
the notes to the financiat statements obtigations a

cases requires the ComPa
beyond its controt. The
proceedjngs and at each
financial statements. Am
[itjgation, ctaim or

assessment, the tegat p of damages in the iurisdi the litigat

ctaim or assessrnent has of the ca-se (inctudi;g the \!: gtl",.:l
financial statements bu are issued)' the opinion !"^1"^!:,tY':
experience on simiLar ca Companys management a rc5Purru LU

litigation, ctaim or assessment.

lDcome toxe5

The Company is subject t income tax and signjf
jncome taxes. During the rdinary course of busi

ultimate tax determination is uncertain as a re
estimates of whether additionat taxes and interest

t rts
haLle
ruats
ing P

on estimates and assumptions and may invotve a se

extent that the finat tax outcome of these matters I

wit[ impact income tax expense in the Period in which such determination is made'
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Notes to the Finsncial Stotements for the Year Ended 31 December 2013 (continued)
in Azerboijoni monots, unless otherwise indicoted

Cash and Cash Equivalents

2013 2012

Cash on hand 7 ,907 6,654

Cash batances with banks 1,341,104 300,042

Total cash and cash

7. Loans to Customers

2013 2012

Gross toans to customers

lnterest receivabte

Deferred commission fees

14,114,303

197,517

/?qa qt5\

10,134,340

153,027

(8s,133)

Provision for rment of loans to customers 756 3'1 3

Loans to net 13.938.129 10.162.721

Movements jn the orovision for impairment of toans to customers during 2013 and 2012 are as fottows:

2013 ZO12

Provision for imDairment of loans to customers as at 1 January

Provision for impairment during 2013

Less amount written off as uncotlectabte

39,313

46,f19

123,086

(52,618)

11.876 1.155

73.756 3 9.3't 3

201z

Provision for of loans to customers as at 31 December

Economic sector concentrations within Company's gross loan portfotjo are as foltows:

2013

Amount

Lrr-It:r{t:r.-I
1:LI
1--
L{l:
tr

E

,-E

Amount

AgricuLture

5ervice

Trade

Manufacturing

0ther

7,709,819

3,351,101

2,394,803

648,580

8.000

55%

24%

16%

0%

48%

26%

19%

4,840,458

2,611,413

1 ,908,720
773,749

Total loans to customers

Betow is the credit quatity anatysis of toans coltectivety assessed for impairment as at 31 December 20'13:

Ratio of impairment
proYision to total loans

before impairment
provision

Loans before
impairment

provision

13,791,953

Loans less
lmpairment impairment

provision provision

Loans not past due

Less than 'l month overdue

1 to 3 months overdue

3 to 6 months overdue

lnterest receivabte

968

20,190

54,105

495

635

18,521

13,737,848

473

622

1 ,669

0.39%

51.14%

50.52%

91.73%

0.00%197 .517

20
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viotor Microcredit Azerbaiion LLC

Notes to the Financial statements for the Year Ended 31 December 2013 (continued)

in Azerboijani monats, unless otherwise indicoted

Loans not past due represent [oans issued to borrowers with high tevet of tiquidity and Profitabitity
-oltectlvety impaired loans inctude loans grouped in homogeneous poots of ctaims sharing common

characteriitics in resPect of risk exposure and collectivety assessed by the company'

Betow is the credit quatity anatysis of toans collectivety assessed for impairment as at 31 December 2012:

Loans before Loans less

impairment lmpairment impairment
provision Provision Provision

Ratio of imPairment
provision to total

loans before
impairment provision

Loans not past due

Less than 1 month overdue

'1 to 3 months overdue

3 to 6 months overdue

lnterest receivabte

10,021 ,664

17 ,651

4,827

4,865

153,027

30,770

354

3,324

4,865

9 ,990,8e4
17 ,297

'1,503

153,027

0.31%

2.00%

68.86%

100.00%

00.00%

{

a
{

=
{

=
{

=
-l
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B
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ts
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I

i.t-5
L--Fri{
bl-rrrrrrrrr!-{

Total loans 202.O34 313 10 162.72'l

51,351 216,265

5,870 1 1,500

(2,592) (18,397)

o.39%

26,625 50,722 872,957

1,780 3,715 22,865

vatue of cottateral hetd by the company as security for [oans to customers as at 31 December 2013 was AZN

l,llO,ZZS (ZOIZ: AZN 1,734,569) The cottaterat value of the security may differ from its fairYatue

8. Property and EquiPment

Movement of property and equipment in 2013 was as foltows:

revatuat|0n

Revatuation

Computers
and

35,7 48

11 ,705

(2,591)

(41,109)

(33,039 )

Land and
buildines

Gross book value

Balance as at 31 December 2012

Additions

Disposats / Etiminated on

577,994

(16,922)

(33,039 )

rment 6,033

Balance as at 31 December 20'13 472.OOO

(244) (2,954)

Accumulated dePreciation

Batance as at l1 December 2012

Depreciation charge

Etimination on disposat

Etimination on revatuation

2,839

14,083

107,658

37 ,046
(18,260)

16,517

3,1 31

(2441

34,010

6,751

(2,886)

033

8't 5.64 1

196,772

72,716

(23,981)

126.444

16.922

228,5 8 5
Balance as at 31 December 2013

Net book value

Balance as at 31 December 2012 525.155

Balance as at 31 December 2013 472.OOO 9.767

108,607 16,712 676,185

58 7.0 56

z1



Viator Microcredit Azerboijon LLC

Notes to the Finonciol Stdtements for the Year Ended 31 December 2013 (continued)
in Azerboijoni monqts, unless othetwise indicated

Movement of property and equjpment in 2012 was as fottows:

ComPuters
Land and and Other
buitdings equipment Vehicles Furniture assets Tota.

Gros5 book value

Batance as at 1 January 20'12

Additions

Disposats

Revatuation

431,000

77 ,994

47,497 196,371

5,745 33,641

(1,891) (13,747)

19,163 44,706

7,609 6,545

(147J (s29)

738,737

131,534

(1 6,31 4 )

19.00019.000

Balance as at 31 December 201 2 527,994 51,351 2'16,265 26,625 50,722 872,957

Accumulated depreciation

BaLance as at'1 January 2012

Depreciation charge

ELimination on disposaL

Etimination on reYaluation

63, 184

27,971 86,842

9,619 33,965

(1,842) (13,149)

29,036 158,530

5,503 114,254

(529) (15,667)

14,681

1,981

\147)

345 60,345

Balance as at 3'l December 2012 35 748 'tO7,658 16 517 34,O'lO 196.772

l_
tra-Il:r-.Il:r-,1
l---r,-ra
L-r{
l_.-ttf
5E

Fr
Ftrrrrtrrrrrrrr
}{

Net book value

Balanceasat3l December 2012 525,155 15,603 1O8,6W 1O,1O8 lffi

The Company's buiLdings are represented by premises whjch were vatued by an independent firm of Yaluers

"I,\AK Consuttancy Baku Ltd" Consul.ting Company as at 31 December 2013. The vatuation, which was

performed to Internationat Vatuation standards, was arrived at by reference to market evidence of

transaction prices for simitar properties,

9. lncome Taxes

Income tax expense comprises the fol.towing:

2013 2012

Current income tax charge J02,461 273,458

Deferred income tax / (credit 632 935

273.829 280,3 9 3Total income tax for the

The current tax rate appticabte to the Company's profit is 20% 120121 20y") '

Reconcitiation between the theoreticat and the actuat taxation charge js provided betow:

20't3 2012

Profit for the year before tax

Theoretical tax charge at statutory rate of 20%

947 ,O45 1 ,221 ,394

189,409 244,279

Non-deductibte exoenses tess non-taxabte income 84,420 36,114

Total income tax expense for the year

22

273,829 280,393



Viotor Microcredit Azerbaiion LLC

Notes to the Finonciol stotements for .the. Y e.ar 
.Ended 

31 December 20 1 3 (continued)
'iiii"iaoiioni 

^onots, 
unless other ise indicated

IFRS and statutory taxation regutations of the AzerbaUan 
- 
give rise:"::::?]"

o"t*""n tnJ-iii'iinf vatue of iertain assets and Iiabitities for financiat reportrng

omPanY's Profit tax PurPoses'

zo122013

N6r :<<pt/ Net asset/

Asse

Loans to customers 69 052

Property and equiPment

0ther assets

Borrowings 0 A)4

(10,896)

(e1)

69,052

(10,896)

(91 )

9,624

63,680

' (8,776)

. \446)

1,812

63,680

\8,776)
(446)

1 ,812

Net tax assets

22.685

101.361

22.685

10.98 90,37 4 65.492

821

o43

2013

821

53.449

2012

Net deferred tax assets represent the amounts of income t:t.tl1:jnuv be offset against future income

taxes and are reported as oeierreo tai aiiets in the statement of financial position'

ReconciLiation of atlocation of deterred tax gain i (charge) for the year between the comprehensive income

und other comprehensive income was as fottows:

Deferred tax asset as at 1 January

Deferred tax credit/ (charge) for the year

53,449

28,632

53,562

(6,e35)

6.822

7
{

B
a
B
B
B
F
FE
L

b
t_rLt

:t
1_rr
El-rrr
EL.rrr..|lL-
=.tL-
=lL_-}{f
-{rE-rafr-{
L_r-I

of other 8,293

90,37 4 53.449

7012

lncome rax

Deferred tax asset as at 31 December

provisions of tax tegistation of Azerbaijan often are subiect to varying.interpretati ns by tax payen and tax

authorities. The management ui*t to'uppiv-iuq"lt"t"ntt ot Law prudentty and c nservativety to mrnlmrse

risk of penatties.

'10. Borrowings
20'13

Principat amount PaYaDle

Accrued interest exPenses

Deferred fees

9,049,096

150,475

4,985,916

70,528

7 1 5,203

Total borrowi

Borrowings have the fotlowing contractuaI maturities:

9,162,522 5.O41,24',1

20122013

2013

7014

2015

2016

3,705,934

3,668,970

2,800,694

1 ,766,750
489,500

1.874,667



viotor Microcredit Azerbaijon LLC

Notes to the Finoncial Statements for the Yeor Ended 31 December 2O13 (continued)

in Azerboijani manots, unless otherwise indicoted

1 1. Charter capital

Charter caoitaf of the Company is AZN 301 ,622 (2012: AZN 301 
'622)'

Viator AS (Kingdom of Norway) owns 1OO% shares of the Company'

2013 2012

Number of shares

Par vatue of a share

100 100

3,016.22 3.016.22

301.622 30't,622
Total charter capital

12. Interest and Similar Income and Expense

2013 2012

3,729,095 3,145,965
lnterest income on loans to customers

666.381 417,11
lnterest on borrowl

I

!t

1

=
{

{

{

{

4

B

=B
B

=B

=B

,{

=IF
F
=

I

Pb
bb
Errrf{

Net interest income

13. Personnel Expenses

062,7'14 728,8 5 5

2013 2012

wages and saLaries 1'067 '791 856'812

Attowances, incentives and other benefits 436 '561 433'035

ffi 1'8nJ61 1r6'z'"'

14, General and Administrative Expenses

2013 2012

Bank fees

Professional services

Depreciation charge

Security expenses

Rent

Training

Transportation and vehicte costs

OFfice stationery

Business trip

Utitities

Institutional devetoPment

Repair and maintenance

83,915

81,390

77,716

61,847

34,396

32,623

26,003

17,517

13,091

12,499

6,083

141.790 102,700

44,674

52,430

114,254

29,920

27 ,665

30,637

49,701

14,500

3,955
'16,686

12,780

16,502

0ther

Total land administrative 597 ,565 516,404



Viotor Microcredit Azerboijon LLC
Notes to the Financiat Stotements for the Year Ended 31 December 2O13 (continued)
in Azerboijani manofs, unless otherwise indicsted

15. Commission Income

zo13 zolz

Commission fees and risk fees

Apptication fees

Penatties

324,236 436,057

5,638 77,078

17,247 16,490

1
{

e
t

]il
3
=a
e
t
3
=T
T
3
3
a
=ts
3
=ts
e
B
z
=e
=3
3
=

=3

Total commission income 347,121 474,625

16. Risk Management

Risk management is fundamental to the Company's business and is an essentiat etement of the Company's

operations. The main financiat risks inherent to the Company's operations are those related to credit,
tiqUidity and market movements in interest and foreign exchange rates. A summary descriPtion of the
Company's risk management policies in retation to those risks fottows.

Credit risk

The Company is exposed to credit risk, being that one party to a financiat instrument witt fait to discharge

an obtigation and cause the other party to jncur a financiat toss. The Company structures the levets of
credit risk jt undertakes by ptacing timits on the amount of risk accepted in retation to borrowers, Limits on

the teveL of credit risk by borrower is reviewed and approved by management. Actuat exposure per

borrower against tjmits is monitored on new toans granted. Where appropriate, and in the case of most

toans, the Company obtains cottateraL and guarantees. The credit risks are monitored on a continuous basis

and are subject to regutar reviews especjatty where no such security can be obtained.

The Company measures credit risk in the fottowing ways:

Aged portfolio-at risk ratio. This identifies toans that are Iate and therefore considered impaired.

Evaluation of "at-risk" categories. This covers toans that are not late but on the basis of historicat data
are tikety to inctude some loans that are impaired.

Evaluation of likely losses as a result of death or disability of customers. The Company writes-off such

debts.

In the case of portfotio.at-risk ratio, loans are separated into ctasses depending on the number of days they
are overdue. For each class of toan, the outstanding principat batance of such loans is divided by the
outstanding principat batance of the gross toan portfotio (that is, before deducting the attowance for loan

toss). Loans are considered overdue if any payments has fatten due and remained unpaid. Loan repayments
are appLied first to any interest due, and then to any instatment of principat that is due but unpaid'
beginning with the eartiest such instaLment, The number of days of tateness is based on the due date of the
earLiest toan instatment that has not been fuLty repaid. The Company does not conveTt tate or penatty

interest into DrinciDat.

An additjonat altowance has been made to cover tosses according to each sector. This is based on historical
defau|.t rates for each industry sector.

The Company very occasionatty reschedutes toans, in the case of a customer suffering unusuat toss

25



Viator l icrocredit Azerbaijon LLC

Notes to the Finonciol stotements for the Year Ended 31 December 2013 (continued)

in Azerbaijoni monats, unless otherwise indicated

Geogrophical risk. The geographicat concentration of the Company's assets and tiabitities as at

31 December 20'13 is set out below:

Assets

Cash and cash equivatents

Loans to customers

Property and equiPment

Deferred tax assets

Other assets

1,349,011

1 3,938,'129

587,056

90,374

I,349,011
12 01R 1?q

587,056

90,37 4

12.777 12,777

15.977 ,347
Total assets

Liabilities

PayabLes

15.977 ,347

127,871 122,871

1.000,000 522 9,162,572

!-l|

L:
L-

t_L.t

L:r-It:LI
L:r-ll:r-I
l_f
trr
tr
tr
trr-rll_r.rll:
Er:r-{fr-{Er..Ifr{frr.-{L.r-{Lfr.-{fr{fErr.{EE-Ifr-{f
=4

Total liabilities 1.122,871 8.1 6 522 9.285,393

'14.854,476 8,'t 6 522 691.954
Net balance sheet

The geographicat concentratjon of the Company's assets and tiabiuties as at 31 December 2012 is set out

Detow:

Assets

Cash and cash equivalents

Loans to customers

Property and equiPment

Deferred tax asset

306,696

10,167,771

676,18s

53,449

306,696

10,167,721

67 6,185

53,449

194 8.194

11 .207,745
Other assets

Total assets

Liabilities

Payabl.es

11 .207 .245

114,094 1\4,094

Borrowi
041 741 5,041 ,241

5.041 241 5.155.335114.O9 4Total liabilities

Net balance sheet 11,093,151 o41,241 6.0 51 ,91 0

26



Viqtor Microcredit Azerbsiion LL(
Notes to the Financiol Ststements for the Year Ended 31 December 2013 (continued)

in Azerbaijani manats, unless otherwise indicated

currency risk. currency risk is defined as the risk that the vatue of a financiat instrument wilt ftuctuate

due to ihanges in foreign exchange rates. The Company is exposed to the effects of ftuctuation in the

prevaiting foieign currenay exchange rates on its financiaI position and cash ftows'

The tabte betow summarises the company's exposure to foreign currency exchange rate risk as at 31

December 2013.

USD EUR TotalAZN

Assets

Cash and cash equivaLents

Loans to customers

Property and equiPment

Deferred tax assets

0ther assets

488,690

10,179,547

90,374

860,318

3,7s8,582

1 ,349,01 1

13,938,129

587,056

9Q,374

12,777 12,777

Total assets

Liabilities

Payabtes

354.444 4,6 18,900

122,871

3 15,977,347

122,871

Total liabilities

2.697 .376

82O.197

6.079.875 385.3 21 9,162.572

6.O79.875 385.321 9.28 5.3 9 3

Net balance 5heet 8.538,247 1.460,975

As at 31 December 2012 the Company had the fotlowing positions in currencles:

AZN UsD

5.318 6.691,954

TotalEUR

306,696

10,162,721

67 6,185

53,449

181,967

7 ,060,244

676,185

53,449

124,725

3,102,477

Assets

Cash and cash equivatents

Loans to customers

Property and equipment

Deferred tax assets

l_tr-{l:
E{l:r{l-r{fr{r:r-ffrtrrrrrf
trL.rr,{Lr.alLrrrrr.{L.r,a
L_r-{L-r,Ifr,{L-
E{

L_r,{L*+{

Other assets 8.194

3,227 ,202 4 't1

194

207 ,245Total assets

Liabilities

Payabtes

7,980,039

114,094 114,094

1 .151 .021

1.265.1',t5

3,511 ,121 379.099 5,041 ,741

3.511.121 379.O99 5.155.335Total liabilities

Net balance sheet 6.7'l4.924 3.9't 9 79.O95 6.051 .91 0
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Notes to the Finqncial Stotements for the Yeor Ended 31 December 2013 (continued)
in Azerboijoni monats, unless otherwise indicoted

Liquidity risk Liquidity risk refers to the avaitabitity of sufficient funds to meet fjnanciat commitments

associated with financiaI instruments as they actuaLty fatt due.

The risk is principaLty mitigated because the Company's operations are financed atmost exctusivety by

grants which have been a stabl.e source of finance and accordingty no materiaI financiaI commitment exists.

is an additionaL tool to manage Liqujdity risk, the Company performs regutar monitoring of expected future
cash ftows on customer and other operations, which is a part of the asset/tiabiLities management process.

The Company monitors the expected maturity limits presented jn the tabte betow as at 3'l December 2013:

On demand
and less than

l month

From 6 to
12

months
From 1 to 5 More than

Assets

Cash and cash equivatents

Loans to cuStomers

Property and equipment

Deferred tax asseL

From 1 to
5 months

1 ,349,011

86,031 1,741,856

5

7 ,193,221 4,917 ,021

115,056

90,37 4

472,000

1,349,011

13,938,',129

587,056

90,37 4

Liabilities

Payabtes - 122,871 122,871

Borrowjngs 147,822 1,786,747 1,767,937 5,460,016 9,162,512

147-822 1.909.618 1,767,937 5,460,O16

954691
Net ljquidity gap
as at 31 December 2013

Cumulative gap
as at 3'1 December 2013 1,299,997 1,132,235 6,557,519 6,219,954 6,691,954

The table betow shows the maturity anatysis of undiscounted financiat [iabitities as at 3'1 December 2013:

0001 .299.997 5.425.2E4

On demand
and less than 1

month
From 1 to 5 More thanFrom 1to6 From6to

months 12 months 5

Payabtes 122,871 122,871

160.908 4,198,267 2 006 9.571

Total liabilities 't 60,908 4.321.134 2 294.664 9.644.716
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Notes to the Finonciol Sto[ements for the Year Ended 31 December 2013 (continued)

in Azerboijani monofs, unless otherwise indicoted

The tabte beLow shows the expected maturity anatysis as at 31 December 20'12:

On demand
and less than From 1 to 6

'l month months
From 6 to 12 From 1 to 5 More than

months

Cash and cash equivatents

Loans to customers

Property and equiPment

Deferred tax assel

306,696

64,136 1,929,711 6,301,179

306,696

10,162,721

676,185

53,449

1,867,695

148,678 527,507

53,449

OLher assets

Total assets

8,194 194

114,094

379,026 1 ,929 ,711

114,094

069.E22 527.507

Liabilities

Payabtes

125 2.347.017 812 1 .700 5.041 ,241

'125,249 461,131 868,872 1.700,083Total Iiabilities

Net liquidity gaP

as at 31 December 2012 253.777 5.432,307 369.739 527 .507 6.0 51 .910

Cumulative gap
5.154.664 5.524.403 6,051,910

a5 at 31 December 2012 253.777

The tabte beLow shows the maturity anatysis of undiscounted financiat tiabiLities as at 3'1 December 2012:

On demand
and less than From 'l to 6 From 6 to 12

1 month months months
From 1 to 5 More than

vears 5 vears

rs

Payabtes

Total liabilities 114,822 415.431 127.437

2.177.437

114,094

3 r4,968

5.429,062

In the opinion of the Company's management, the matching and/or controtted smatching of the

maturities and interest ratei ol assets uid tiubltities is fundamental for successfuI anagement of the

Company. lt be compteteLy matched since busjness transacted

is often ot An unmatched position potentiaLty enhances

nr^fif.hiriiv maturities of assets and tiabitities and the abiLity

r^ renle.c tiabitities as they mature, are important factors in

;;r";;;;ih" tiquidity of the company and its exposure to changes in interest and exchange rates'

lnterest rate risk Interest rate risk arises from the possibitity that changes in interest rates wilt affect the

va|'ue of the financia|. jnstruments. Most of the company,s interest earnings assets are at fixed rates^of

annuat interest of 33-37y.. The comPany's tong-term tiabiuties bear fixed annuaI interest of 970'

consequentLy it does not consider itsetf exposed ttsignificant interest rate risk or consequentiat cash flow

nsl(.
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Notes to the Financiol statements far the Year Ended 31 December 2o13 (continued)
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in Azerbaijani monots, unless otherwise indicoted

The tabte below summarises the Companys exposure to interest rate risks as at 3'1 December 20'13'

lnctuded in the table are tne company;Jilninciaiassets and tiabitities at carrying amounts, categorised by

1
the earUer of contractuaI re-pricing or maturity dates

On demand
and less than From 1 to 6

1 month months
From 6 to
12 months

ASSetS

Cash and cash equivatents

Loans to customers

Property and equiPmenl

Deferred tax assets

0ther assets

Total asseB

a4 nl1 1 7A1 Aa6 7,193,221 4,917,021

1,349,011 1,149,011

- 11,918,129

s87,056 587,056

90,3-14 90,374

12,777

218 15,977

9.162,522

193.221

147 ,822 1 .7 67 .937747

127,871 127,871

5 016

767,937 5.460 6 122.871 9.285.393
Total liabilities M7 ,a22

Net interest rate gaP

as at 31 December 2013 425,284 1.916,347 691.954

Cumulatjve interest rate 8aP
as at 31 December 2013

The tabte betow summarises the Company's exposure to interest rate risks as at 3'1

on demand

61,791') (106 5.3'f 8.60 2 4,775,607 691.954

December 2012.

Non'
interestand less than From 1 to 6 From 6 to From 1 to 5

1 month months 12 months

Assels

Cash and cash equivalenLs

Loans Lo customers

Property and equiPment

Deferred tax assets

1 470 711

- 306,696

1 ,867 ,695
- 676,185

- 53,449

6,301,179

106,696

10,162,721

676,185

53,449

194 194

o44,524

114,094 114,094

114,O94
2491

Liabilities

Payabtes

Total liabilities

F
F
F
F
ts
FE

t
Ef
L-

Er
trl{r

2.347.017

347 ,037 868.87212s

n
Olher asseLs

Net interest rate gaP

as at 3'l December 2012 417 ,326 5.432,307 167.612 930.430 6.051,910

Cumulative interelt rate gaP

as at 31 December 2012

l0
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Notes to the Finoncial Stqtements for the Yeor Ended 31 December 2013 (continued)

in Azerbaijani manats, unless otherwise indicoted

The Company monitors financiat instrument interest rates The table betow shows the interest rates on tne

basis of rePorts that were anaLysed by the Company's key managers as at 11 December 2013 and 2012:

2013 7012

EURUSD AZN usD
AZN

Assets

Loans to customers 28.8% to 30%

8.5% to 10%

30% to 32%

11.57v"

30% to 37%

9% to 9.5%

28.8% to 34.8%

11% lo 14%
Liabilities

'4

4
4
4
4
-4

4
-4

4
4
4
4
a

4

3
F
F
F
F3
h
F

E
u
u
L.rr
_r.JJ

The "-" sign in the tabte above means that the Company does not have respective assets or tiabitiLies in the

correSpondlng currency

Borrowi

their fair vatues.

The Company uses the fottowjng methods and assumptions to

rnstruments:

17. Capital Management

ccountant of the ComPanY'

18. Events After the Reporting Period

19. Contingent Liabilities

accordingty no provision has been made as in the ma

low,

significant tional taxes, penaLties and interest rn

o/ tne tax orities in respect of taxes for three ci

certain cir tances reYiews may cover tonger periods'

20. Fair Value of Financial Instruments

The fair value is defined as the amount at wnl

transaction between knowtedgeabte wjttjng parties

liqujdation sate. Quoted financiaI jnstruments in ac

no readity avaiLable market exists for major part

shalt be estimated based on current economlc c

Managementbetjevesthatcarryingvatuesofthecompany'sfinancialassetsandtiabititjesapproximate

31

estimate the falr vatue of the tinanclal
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viotor Microcredit Azerboijon LL(
Notes to the Finonciol Staiements for the Yeor Ended 31 December 2013 (continued)

in Azerbaiioni mondts, unless otherwise indicoted

management

Loons to customers. Loans ro customers are reported net of impairment provjsions, The estimated fair

vatue of loans to customers represent;ihe discounted amount of estimated future cash ftows expected to

be recejved, To determine talr vaiue, expected cash ftows are discounted at current market rates The

accrued at rates approximating market interest rates'

is based on discounted cash ftows using interest rates for debt instruments with simjtar credit risk and

,utuiity. fn" fair vatue of debt secuijties activety traded on an exchange js based on thejr market

quotations.

The fair vatue of variabte rate ithout market quotations is based on discounted cash ftows

using interest rates for debt inst similar maturity The estimated fair vatue of other borrowed

iunO-s upproritates their carryj these instruments do not have market quotations and are

attracted at floating interest rate.

21. Reconciliation of Categories of Financjal Instruments with Measurement Categories

At the same time, in accordance with IFRS 7 "FinanciaL lnstruments: Disctosures" the Company djscloses

different classes of financiat instruments. As at 31 December 2013 and 2012 alt financiat assets of the

Company were classified as [oans and receivables'

Att financjat tiabititjes of the Company are ctassifjed as measured at amortised cost'

22. Related Party Transactions

For the urposes of these financiat statements, parties are considered to be

abiLity t controt or exercise significant inftuence over the other party in ma

decision as defined by IAS 24 "Retated Party Disctosures" ln considering

retationship, attentjon is directed to the economic substance of the retatio

form.

In the normal course ot business the Company enters into transactions with its major sharehotders'

djrectors, subsidiaries and other retated partles. These transactions inctude setttements' issuance of loans,

transactions.

The outstandjnq batances at the year end and asset transactions with retated parties for 2013 are as

fotlows:
7012

Balances

PayabLes

Transactions

Non-interest expense

Grant received

26,337

188,096

232,953

Key management

84,839

32

'183,328


