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STATEMENT OF MANAGEMENT'S RESPONSIBILITIES FOR THE PREPARATION AND
APPROVAL OF THE FINANCIAL STATEMENTS FOR THE YEAR ENDED
DECEMBER 31, 2015

The following statement is made with a view to distinguishing respective responsibilities of the
management and those of the independent auditors in relation to the financial statements of Non-Banking
Credit Organization “Viator Microcredit Azerbaijan™ Limited Liability Company (the “Company™).

Management is responsible for the preparation of the financial statements that present fairly the financial
position of the Company as at December 31, 20135, the results of its operations, cash flows and changes in
equity for the year then ended i accordance with Intemational Financial Reporting Standards (“IFRS™).

In preparing the financial statements, management is responsible for:

o Selecting suitable accounting principles and applying them consistently;
e  Making judgments and estimates that are reasonable and prudent;

s  Stating whether [FRS have been followed, subject to any material departures disclosed and explained
in the financial statements; and

s  Preparing the financial statements on a going concern basis, unless 1 is inappropriate to presume that
the Company will continue in business for the foreseeable future.

Management is also responsible for:

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

*  Maintaining proper accounting records that disclose, with reasonable accuracy at any time, the
financial position of the Company, and which enable them to ensure that the financial statements of
the Company comply with TFRS;

*  Maintaining statutory accounting records in compliance with legislation and accounting standards of
the Republic of Azerbaijan;

»  Taking such steps as are reasonably available to them to safeguard the assets of the Company; and
¢  Detecting and preventing fraud, errors and other imegulanties.

The financial statements for the year ended December 31, 2015 were authonized for issue on April 25,
2016 by the Management Board of the Company.
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Aynor Aliyeva Ruslan Garayev

Executive Diréélor Finanee Muahager

April 25, 2016 April 25, 2016

Ganja, the Republic of Azerbaijan Ganja, the Republic of Azerbaijan
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INDEPENDENT AUDITORS’ REPORT

To the Shareholder and the Management Board of Non-Banking Credit Organization “Viator Microcredit
Azerbatjan™ Limited Liability Company:

We have audited the accompanying financial statements of Non-Banking Credit Organization “Viator
Microcredit Azerbaijan™ Limited Liability Company (the “Company”), which comprise the statement of
financial position as at December 31, 2015, and the statement of comprehensive income, statement of
changes in equity and statement of cash flows for the year then ended. and a summary of significant
accounting policies and other explanatory notes.

Management's Responsibility for the Financial Statements

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

Auditors’ Responsibility

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

An audil involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the audilors’ judgment, including the
agzessment of the risks of material misstatement of the financial statements, whether due to froud or error.
In making those risk assessments, the auditor considers internal control relevant 1o the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, bul not for the purpose of expreéssing an opinion on the efféctiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtainad 1s sufficient and appropriate to provide a basis for our
audit opinion.

A independent mamber ol Baksr Tilly Intermationa)
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Opinion

In our opinion, the financial statements present fairly, in all material regpects, the financial position of the
Company as at December 31, 2015, and its financial performance and cash flows for the year then ended
in accordance with International Financial Reporting Standards.

Emphasis of Manter

Without qualifying our opinion we also draw attention to Note 2 to the financial statements, which
describes the fact that during the year ended December 31, 2015 the Central Bank of the Republic of
Azerbaijan has devalued the Azerbaijani Manat (AZN) against U.S dollar and other major currencies
aggregately by 98%. As a material portion of loans to customers had been issued in foreign currencies,
AZN depreciation against these currencies could have a significant impact on borrowers® ability to service
the loans. Management tests the loans for impairment with due consideration of the above risk and
provides adeguate provision for impairment losses against these loans to the extent possible with given
information in hand.

The above mentioned {act also affected pegatively the major financial covenants sct by the lenders in the
borrowing agreements as at December 31, 2015 (see Note 13). In accordance with terms and conditions of
the debt contracts signed with lenders, non-compliance with financial covenants gives the lenders a right
10 seek early repayment of the outstanding principal amounts. Therefore, as at December 31, 2015, the
borrowings were reclassified to being on demand within expected maturity of these financial statements.
The borrowings affected by the breach of the covenants of the Company as at December 31, 2015
amounled to AZN 13,023,302, Subsequent to the reporting period, on March 31, 2016 the Company has
signed a non-acceleration agreement with the lenders. In accordance with the terms of this agreement,
lenders agreed to provide the Company with the opportunity to cure such covenant breaches and improve
financial condition of the Company by not seeking early repayment of the outstanding prineipal amount
till May 31, 2016. Management believes that non-compliance with the financial covenants would not
affect the Company's ability ta continue as a going concern, as no actions have been undertaken or
penalties charged by the related financial institutions and there is a positive intention from the lenders to
grant further extensions to the non-acceleration agreement which will be keeping the Company as a going
concern for the foreseeable future and therefore the financial statements do not include any adjusiments
that might result from the outcome of the uncertainty described above.

We also draw atiention io the Note 5 to the financial statements, which indicates that the financial
statements for the year ended December 31, 2014 have been restated, Our opinion is not qualified in
respect of this matter,

Other Martier

The financial statements of the Company for the year ended December 31, 2014 were audited by another
auditor who expressed an unqualified opinion on those financial statements.

As a part of audit of the 2015 financial statements. we also audited the adjustments described in Note 5
that were applied 1o 2014 financial statements. We were not engaged to audit, review or apply any
procedures to the 2014 financial stalements of the Company other than with respect to the adjustments
and, accordingly, we do not express an opinion or any other form of assurance on the 2014 financial
statements taken as a whole.

April 25, 2016
Baku, the Republic of Azerbaijan
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NON-BANKING CREDIT ORGANIZATION “VIATOR MICROCREDIT AZERBAIJAN"

LIMITED LIABILITY COMPANY

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED DECEMBER 31, 2015
(in Azerbaijani Manats)

Interest income
Intarest expense

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

Provision for impaimment losses on interest bearing assets
Nel interest income

Staff costs and related contnbutions

Cieneral and admimistrative expenses

Foreign exchange {loss) gain

Other moome, net

{Loss)/profit before ineome tax

Income tax expense

Met (loss)/profit for the vear

OTHER COMPREHENSIVE INCOME

Ttems that will not be reclassified subsequently to profit or loss

MNet galn resulling on revialuation of property and equipment
Imcome tax recorded directly in other comprehensive income

Other comprehensive income for the year, net of tax
TOTAL COMPREHENSIVE (LOSSyINCOME FOR THE

YEAR

Omn behalf of the Manapement Boatd:

y/ ‘“
Aynur Aliyeva )

Executive Directlor

Apnl 25, 2016
Ganja, the Republic of Azerbaijan

Notes Year ended

Year ended

December 31, December 31,
2015 204
(restated)
17 5.659.236 5.BU3.TI8
17 (1,543,776) (1,126,589}
4.115.460 4,767,129
(3.373.336) {225.638)
542,124 4,541,491
6, 17 (1,981 638) (2,235,400
7 (B41,662) {669 848)
(651,272) 8,256
B4Y 20,066
(2.931.549) 1,664,565
- (198,301 [(390.2497)
(3,129,940) 1,274,358
1 10,541 -
] (2,108) .
5,433
(3,121,507 1,274,358

29 ) I
’:-:JF«;;-L\ B

Rusl Gu;rtgm'q.-

Fimancy Manager

April 25, 2(116

Goma, the Bepublic of Azerbaijan

The notes on pages 847 form an integral part of these financizl statements.
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NON-BANKING CREDIT ORGANIZATION “VIATOR MICROCREDIT AZERBAIJAN"

LIMITED LIABILITY COMPANY

STATEMENT OF FINANCIAL POSITION

AS AT DECEMBER 31, 2015

{In Azerbaifani Manats)
Notes  Dwecember 31, December 31,
205 2014
ASSETS
Cash and cash eguivalents o 3174269 1,424,702
Loans to customers 10,17 14,135,145 17,400,991
Property and equipment 11 523,300 536,975
Deferred tax asser 8 142,352 134,500
(Mher asseis 12 312,100 16,328
TOTAL ASSETS 18,287.265 19,513,586
LIARILITIES AND EQUITY
LIABILITIES:
Borrowings 13,17 13,848,161 11,623,546
Oither liabilities 14,17 56,340 145,145
Total liabilities 13,904,510 11,768.691
EQUITY:;
Charter capital 15 643,774 793,774
Rovaluation surplus 221,183 220,060
Remined eamings 3,467,798 6,831,061
Total equity 4,382,755 7,744,895
TOTAL LIABILITIES AND EQUITY 18,287,265 19,513,586
Omn behalf of the Mansgement d: p “‘\\ | II,.- \\
’ _q::'.s{_ = —
Avnur Aliyeva ‘}"' Ruslan d‘;ﬁfﬂl‘
Executive Director Finance Manager
Apnl 25,2016 Apnl 25, 2016

(innja, the Republic of Azerbaijan

Ganja, the Republic of Azerbaijan

The notes on pages 8-47 form an integral part of these finaneial statements.
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NON-BANKING CREDIT ORGANIZATION “VIATOR MICROCREDIT AZERBAIJAN"

LIMITED LIABILITY COMPANY

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2015

{In Azerbaijani Manats)

January 1, 2014

Retained samings directed to charter capital
Profit for the year (restated)

Dividends declared

Amortization of revaluation surplus (restated)

December 31, 2014

Loss for the year

Orther comprehensive income for the year
Dividends declared

Amortization of revaluation sumplus

December 31, 2015

On behalf of the Management Board:

Aynur Alivevs ,
Executive Director )|

April 23, 2016
Ganji. the Republic of Azerbaijan

Charter Revaluation Retained Total equiry
capital surplus carnings
301,622 215,708 6,164,624 6,691,954
392,152 - (392,152) -
- - 1.274.358 1,274,358
- - 221417 (221417
(5,648) 5,648 i
693,774 220,060 6,831,061 7,744,805
= = (3.129.940) (3,129,940}
#.433 . B,433
. . (240,633) (240,633)
- (7.310) 7.310 5
693,774 121,183 3,467,798 4,382,755
X i - _,.\J
= | GO
e e R\
Ruslam Gurayey
Finance,Manager

April 25, 2016
Granja, the Bepublic of Azerbaijan

The notes on pages B-47 form an mtegral part of these financial statements,
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NON-BANKING CREDIT ORGANIZATION “VIATOR MICROCREDIT AZERBAIJAN"

LIMITED LIABILITY COMPANY

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMEBER 31, 2015
(In Azerbaifani Manats)

Year ended Year ended
December 31, December 31,
015 204
(restated)
CASH FLOWS FROM OPERATING ACTIVITIES:
Interest received 5,803,579 5R11.2560
Interest pad i1,433.207) (1,103,733)
Loans collected/{15sued) 1o customers (net) 4430676 (3,710471)
Payments to employees and suppliers (2,852,155) {2,803,157)
Taxes paid (509,128) (312,512)
Net eash inflow/(outflow) from operating activities 5A426,765 (2,118,617)
CASH FLOWS FROM INVESTING ACTIVITIES:
Paymenis for property and equipment (31.506) (14,363)
Proceeds from disposal of property and equipmént 1,586 2330
Net cash outflow from investing activities (29.920) (12,063)
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from bormowings §.362.312 6,750,660
Repayment of bormowings {12,605, 666) (4,330,120)
Dividends paid (240,633) (221.417)
Net cash (outflow)/inflow [rom financing activities (4.483.98T) 2.199.123
Effect of exchange rate changes on cash and cash equivalents 236,619 7,338
NET INCREASE TN CASH AND CASH EQUIVALENTS 1,749,477 75,781
CASH AND CASH EQUIVALENTS, beginning of the year 1,424,792 1,349,011
CASH AND CASH EQUIVALENTS, end of the vear 3.174.269 1,424,792
__."
On behalf of the Management Boafd: —
/? “ S ) A
i Nt
] N LW
Aynur Aliveva ! Ruslan Garayev )
Executive Director Finunde I'I:Iauugrr
April 25 2016 April 25, 2016
Ganja, the Republic of Azerbaijan (Granja, the Republic of Azerbaijan

The notes on pages §-47 form an integral part of these financial statements.
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NON-BANKING CREDIT ORGANIZATION “VIATOR MICROCREDIT AZERBAIJAN"
LIMITED LIABILITY COMPANY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015
(In Azerbaijani Manals)

1.

INTRODUCTION
Company and its principal activity

“Viator Microcredit Azerbaijan™ Limited Liability Company (the “Company”) is a Non-Banking
Credit Orpanization. which was incorporated and remstered in Baku city Tax Department of Ministry
of Taxes of the Republic of Azerbaijan under the registration number TIN1400163551 on December 30,
2002, The Company is regulated by the Central Bank of the Republic of Azerbaijan (the "CBRA")
and conducts its business under special license number 136-QB. The Company’s primary business
consists of loan origination, Under the existing license the Company does not have the right to obtain
cash deposits as collateral. The head office of the Company is located in Ganja, the Republic of
Azerbaijan.

As at December 31, 2015 and 2014, the Company had 7 branches and the average number of
employees was 147 and 134, respectively.

Registered address and place of business
The legal address of the Company is Bashir Safaroglu Str., 133, Baku, the Republic of Azerbaijan
and the location of its head office is N, Narminanov Ave,, 132, Ganja, the Republic of Azerbaijan.

Sharcholders of the Company

Viator AS (Kingdom of Norway) is the sole owner of the Company. Nomisjon, a Norwegian
Evangelical Lutheran missionary organization 18 the ultimate controlling party of the Company as at
December 31, 2015 and 2014,

Operating Environment of the Company

The Republic of Azerbaijan displays certain charactenistics of an emerging market, including the
existence of a currency that is not freely converlible in most countries oulside of the Republic of
Azerbaijan, restrictive currency controls, relatively high inflation and economic growth. The
[inancial sector in the Republic of Azerbaijan is sensitive to adverse Auctuations in confidence and
economic conditions. The Azerbaijani economy occasionally experiences falls in confidence in the
lnancial sector accompanied by reductions n liquidity. Management is unable to predict economic
trends and developments in the banking sector and what effect, if any, a deterioration in the liquidity
of or confidence in the financial system could have on the financial position of the Company.

Considering significant drop in crude oil prices starting from the second half of 2014, there continues
to be uncertainty regarding the econamic growth, access to capital and cost of capital in the Republic
of Azerbajjan. In addition, CBAR devalued the Azerbajjani Manat by approximately 34% on
February 21. 2015 and further on December 21, 2015 introduced a floating exchange rate that
resulted in one-time devaluation of the AZN against US dollar and other major currencies by
approximately 4%%. As the banks and credit organizations issued certain part of the loans to
customer in foreign currencies, AZN depreciation against these currencies sigmificantly affectied the
borrowers' ability to service these loans.
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NON-BANKING CREDIT ORGANIZATION “VIATOR MICROCREDIT AZERBAIJAN"
LIMITED LIABILITY COMPANY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015 (Continued)
(In Azerbaijjani Manais)

These events have also resulted in tightened liquidity in the banking sector combined with
deposit/funds outflow and financial difficultics of a number of banks that have been placed under
Central Bank administration as a result. The credit organizations financed by foreign financial
institutions in foreign currencies also experienced significant difficulties in terms of compliance with
the contract covenants and contractual payment schedules, However, all of the intemational lenders
of the Company have accepted not lo claim carly repayments of their loans, and management is
confident that even further negotiations will be accepted regarding the repayment schedule. The
management of the Company is currently involved in the negotiations process with the customers on
individual basis regarding the prolongation of payment terms and decrease of interest rates of loans
issued to those customers, The management of the Company also believes that the Company will be
able to recover the carrying value of these loans through the restructuring process and will be able to
perform its debt obligations under the borrowing agreements. Management also believes that the
Company’s strong reputation, positive history and financial position will be a key factor that will
enable the Company 10 refain the investor funds and manage its liquidity position. The Company
continuously monitors its forecast of inflows and outflows in foreign currencies. Management
believes it is taking all the necessary measures 1o support the sustainability and liquidity position of
the Company in the current circumstances, however, any further delerioration in the liquidity of the
financial markets, the increased outflow of funds from the banking system and volatility in the
currency market may affect the Company’s liquidity pmmnn in a manner not cwrrently determinable.

The tax, currency and customs legislation within the Republic of Azerbaijan is subject o varying
mrerpretations, and chanpes, which can occur frequently. Furthermore, the need for further
developments in the bankrupicy laws, the absence of formalized procedures for the registration and
enforcement of collateral, and other lepal and fiscal impediments contribute to the difficulties
experienced by banks currently operating in the Republic of Azerbaijan. The future economic
direction of the Republic of Azerbaijan is largely dependent upon the effectiveness of economic,
financial and monetary measures undertaken by the Government, together with tax, lepal. regulatory,
and political developments.

On February 3, 2016 the President of the Republic of Azerbaijan signed a decree on the
establishment of & public legal entity of the Financial Markets Monitoring Board in the Republic af
Azerbaijan and certain functions of the Central Bank were transferred to this entity, The
establishment of a public legal entity of the Financial Marksts Monitoring Board aims to license,
regulate and control the securitics market, investment funds, insurance companies, credit
organizations (banks, non-banking credit organizations and operator of postal communication) and
payment systems, as well as improve control system over the money laundering prevention activities.

2. SIGNIFICANT ACCOUNTING POLICIES

Statement of compliance

These financial statements of the Company have been prepared in accordance with International
Financial Reporting Standards (“IFRS”™) issued by the International Accounting Standards Board
(“IASB”) and Interpretations issued by the International Financial Reporling Interpretations
Committee (“[FRIC™).

Going concern

These financial statements have been prepared on the assumption that the Company is a going
concern and will continue in operation for the foresesabie future,

As at December 31, 2015, the Company failed to comply with the most of the financial covenant set
by financial institutions. Non-compliance with the financial covenants modifies the terms of the

¥
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NON-BANKING CREDIT ORGANIZATION “VIATOR MICROCREDIT AZERBAIJAN™
LIMITED LIABILITY COMPANY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015 (Continued)
(In Azerbaijani Manats)

borrowings which creates the negative liquidity gap (see Note 20) for the Company. The borrowings
affected by the breach of the covenants of the Company as at December 31, 2015 were AZN
13,023,302, Subsequent to the reporting period. on March 31, 2016 the Company has signed a non-
acceleration agreement with the lenders. In accordance with the terms of the agreement, lenders
agread to provide the Company with the opportunity 16 cure such covenant breaches and improve
financial condition of the Company by not seeking early repayment of the outstanding principal
amount till May 31, 2016. Management believes that non-compliance with the finaneial covenant
would not affect the Company's ability to continue as a going concern as no actions have been
undertaken or penalties charged by the related financial institution, therefore the financial statements
do not include any adjustments that might result from the outcome of the uncertainty described
above.

Accordingly, the Management prepared these financial statements on a going concern basis. In
making this judgement management considered the Company’s business plan, financial position,
current and future plans, profitahility of future operations and access to financial resources, and
analyzed the impact of the recent financial crisis on future operations of the Company.

Other basis of presentation eriteria

]

These Anancial statements are presented in Azerbaijani Manats ("AZN"), unless otherwise indicated.
These financial statements have been prepared under the historical cost convention, exeept
measurement at a fair value of certain financial instruments and measurement of buildings at
revalued amounts according 1o IFRS.

The Company mainfains its accounting records in accordance with the laws of the Republic of
Azerbaijan. These financial statements have been prepared from the statutory accounting records and
have been adjusted to-conform to IFRS. These adjustments include certain reclassifications to reflect
the economic substance of underlying transactions including reclassifications of certain assets and
liabilities, income and expenses to appropriate financial statement eaptions.

The principal accounting policies are sel out below:
.

Recognition of interest income and expense

Interest income and expense are recognized on an accrual basis using the effective interest method.
The effective interest method 1s a method of calculating the amortized cost of a financial asset or a
financial liability (or group of financial assets or financial liabilities) and of allocating the interest
meome or interest expense over the relevant period.

The effective interest rate is the rate that exactly discounts estimated future cash payments or receipts
(including all fees on points paid or received that form an integral part of the effective mterest rate,
transaction costs and olher premiums or discounts) through the expected life of the financial
instrument or, when appropriaie, a shorter period to the net carrying amount of the financial asset or
financial liabality.

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

Interest earned on assets at fair value is ¢lagsified within interest income.

10
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NON-BANKING CREDIT ORGANIZATION “VIATOR MICROCREDIT AZERBAIJAN"
LIMITED LIABILITY COMPANY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015 (Continued)
(In Azerbaijani Manals)

Financial instruments

The Company recognizes financial assets and liabilities in its statement of financial position when il
hecomes a party to the contractual obligations of the instrument. Regular way purchases and sales of
Fnancial assets and liabilities are recognized using settlement date accounting,

Einancial assets and fnancial liabilities are initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of financial assets and financial liabilities {other than
Fnancial assets and financial liabilities at fair value through profit or loss) are added to or deducted
from the fuir value of the financial assets or financial liabilitics, as appropriate, on nitial recognition.

Transaction costs directly attributable to the acquisition of financial assets or financial liabilities at
fair vatue through profit or loss are recognized immediately in profit and loss accounts.

Financial assets

Finincial assets are classified into the following specified categories: [inancial assets “at fair value

through profit or loss” (FVTPL), “held-to-maturity” investments, “loans and receivables” and

“available-for-sale” (AFS) financial assets, The classification depends on the nature and purpose of

the financial assets and is determined at the time of initial recognition.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active markel. They are not entered into with the intention of immediate or
short-term resale and are not classified as trading securitics or designated as investment seourities

available_for-sale. Such assets are carried at amortized cost using the eflective interest method.

Gains and losses are recognized in profit and loss accounts when the loans and receivables arc

derecognized or impaired, as well as through the amortization process.

Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date in the principal or, in its
absence, the most advantageous market 10 which the Company has access ot that date. The fair value

of a liability reflects its non-performance risk.

When available, the Company measures the fair value of an instrument using the quoted price in an
active market for that instrument. A market is regarded as active if transactions for (he asset or
lighility take place with sufficient frequency and volume to provide pricing information on an

ongoing hasis,

If there is no quotéd price in an active market, then the Company uses valuation techniques that

maximize the use of relevant observable inputs and minimize the use of unohservable inputs.

The chosen valuation technigue incorporates all of the factors that market participants would take

into account i pricing a transaction.

All gssets and liabilities for which fair value 15 measured or disclosed in the financial stalements are
categorized within the fair value hierarchy, described as follows, based on the lowest level input that

is significant to the fair value measurement as a whole:

1}




NON-BANKING CREDIT ORGANIZATION “VIATOR MICROCREDIT AZERBAIJAN"
LIMITED LIABILITY COMPANY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015 (Continued)
{In Azerbaifani Manafs)

11 I T V1 T I A VLT A U U

*  Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities;

=  Level 2 - Valuation techniques for which the lowest level input that is sigmificant to the fair
value measurement is directly or indirectly obsérvable;

*  Level 3 - Valuation techniques for which the lowest level input that is significant to the fair
value measurement is unobservable.

For assets and Hahilities that are recognized in the financial statements on & recurning basis, the
Company determines whether translers have occurred between Levels in the hierarchy by re-
agsessing categorization (hased on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.

Cash and cash equivalents

Cash and cash equivalents are items which are readily convertible to known amounts of cash and
which are subject to an insignificant risk of changes in value: Ameunts, which relate to funds that ars
of a restricted nature; are excluded from cash and cash equivalents. Cash and cash equivalents are
carried at amortized cost.

Loans to customers

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

Loans granted by the Company are initially recognized at a fair value plus related ransaction costs.
Where the fair value of consideration given does not equal the fair value of the loan, for example
where the loan is issued at lower than market rates, the difference between the fair value of
consideration given and the far value of the loan is recognized as a loss on initial recognition of the
loan and included in the statement of comprehensive income according to nature of these losses.
Subsequently, loans are carried atamortized cost using the effective interest method. Loans to
customers are carried net of any allowance for impairment losses.

Reclassification of financial assets

If a non-derivative: financial asset classified as held for trading is no longer held for the purpose of
selling in the near term, it may be reclassified out of the fair value through profit or loss category in ane
of the [ollowing cases:

* A fnancial asset that would have met the definition of loans and receivables above may be
reclassified 10 loans and receivables category if the Company has the intention and ability to hold
it for the foreseeable future or until matunty;

*  Other financial assets may be reclassified to available-for-sale or held-to-maturity categories only
in rare circumstances.

A fnancial asset classified as available-for-sale that would have met the definition of leans and
receivables may be reclassified to loans and receivables category if the Company has the intention and
ability to hold it for the foreseeable future or until maturity.
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Financial assets are reclassified at their fair value on the date of reclassification. Any gain or loss
already recognized in profit and loss accounts is not reversed. The fair value of the financial asset on
the date of reclassification becomes its new cost or amortized cost, as applicable,

Impairment of financial assets

The Company assesses at each reporting date whether there is any objective evidence that a financial
asset or a group of financial assets is impaired. A financial assel or a group of financial assets is
deemed to be impaired if, and only if, there is objective evidence of impairment as a result of one or
more events that has oceurred after the initial recognition of the asset (an incurred “loss event™) and
that loss event (or events) has an impact on the estimated future cash flows of the financial asset or
the proup of financial assets that can be reliably estimated. Evidence of impairment may include
indications that the barrower or a group of borrowers is experiencing significant financial difficulty,
default or delinguency in interest or principal payments, the probability that they will enter
bankruptey or other financial reorganization and where observable data indicate that there s a
measurable decrease in the estimated future cash flows, such as changes in arrears Of economic
conditions that correlate with defaults.

For loans to customers carried at amortized cost, the' Company first assesses whether objective
evidence of impairment exists individually for financial assels that are individually significant or
collectively for financial assets that are not individually significant.

(Objective eviderice that loans to customers are impaired includes observable data about the following
events in respect of individually significant financial assets:

default in any payments due;

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

it becoming probable that the borrower will enter bankrupicy or other financial reorganization;
worsening national or local economic environment affecting the borrower;

breach of contract, such as a defdalt or delinquency in interest or principal payments;

the lender, for economic or legal reasons relating 1o the borrower's financial difficulty, granting
to the borrower a concession that the lender would not otherwise consider.

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

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

For the purpose of a collective evaluation of impairment, financial assets are grouped on the hasis of
similar credit risk characteristics such as asset type, industry, geographical location, cellateral type,
payment status and other relevant factors. The characteristics chosen are relevant to the estimation of
future cash flows for groups of such assets by being indicative of the borrowers' ability to pay all
amounts due according (o the coniractual terms of the assets being evaluated.

The main criterion used for determining objective evidence of loss from impairment of loans 1o

customers representing collectively measured financial assets is availability of observable data
indicating that there is a measurable decrease in the estimated future cash flows from a group of

13




b ] A k] A bW A kA A A AR AL Rl A AT AT AL R

NON-BANKING CREDIT ORGANIZATION “VIATOR MICROCREDIT AZERBAIJAN"
LIMITED LIABILITY COMPANY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015 (Continued)
(In Azsrbaijani Marnats)

financial assets since the initial recognition of those assets, although the decrease cannot yet be
identified with the individual financial assets in the group.

Such information may include adverse changes in the payment status of borrowers in the group (for
example, an increased number of delayed payments or an increased number of credit card borrowers
who have reached their credit limit and are paying the minimum monthly amount), national or local
economic conditions that correlate with defaults on the assels in the group (for example, ‘an increase
in the unemployment rate in the geographical area of the borrowers, a decrease in property prices for
mortgages in the relevant area, a decrease in oil prices for loan assels 1o oil producers, or adverse
changes in industry conditions that affect the borrowers in the group).

If there is objective evidence that an impairment loss has been incurred, the amount of the loss is
measured as the difference between the asset's cammying amount and the present value of estimated
tuture cash flows. The camying amount of the asset 15 reduced through the use of the provision
account and the amount of the loss is recognized m the statement of comprehensive income.

The present value of the estimated future cash flows is discounted at the financial asset’s original
effective intersst rate, If a loan has variable interest rate, the discoumt rate for measuring any
impairment loss is the current effective interest rate. The calculation of the present value of the
estimated foture cash flows of a collateralized financial asset reflécts the cash flows that may result
from foreclosure less costs for oblaining and selling the collateral,

Loans that have not been individually assessed are then included in the group of loans that are
collectively assessed for impairment. The collectively assessed loans are grouped based on similar
credit risk charactenstics and on their past-due status and assessed accordingly. The collectively
assessment methodology strives 1o ensure the provision for impairment reflects the loss events that
have oceurred, but have not yet been identified on an individual loan basis.

The process uses a combination of historical data and current observable daia that reflect the existing
situation and how it may affect the current loan portfolio. Historical data used is a set of actual loss
rates calculated using the historical*loan loss migration analysis. Existing economic data includes
actual rales.

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

Furure cash fiows in a group of loans that are collectively evaluated for impairment are estimated on
the basis of historical loss expertence for loans with eredit nisk charactenistics similar to those in the
group or on the basis of historical information on collections of past due debts. Historical loss
experience is adjusted on the basis of current observable data to reflect the effects of curremt
conditions that did not affect the period on which the historical loss experience is based and to
remove the effects of conditions in the historical period that do not exist currently. Estimates of
changes i future cash flows reflect and are directionally comsistent with changes in related
observable data from period to period (such as changes in unemployment rales, property prices,
commodity prices, payment status or other factors that are indicative of incurred losses in the group
and their magnitude). The methodology and assumplions used for estimating future cash flows are
reviewed regularly to reduce any differences between loss estimates and actual loss experience.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be
related objectively 1o an event oceurning after the impairment was recognized (such as improvement
in the debtor’s credit rating), the previously recognized impairment loss is reversed by adjusting the
allowance account in the statement of comprehensive income.

14
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In case of a write-off of the uncollectible loan and relating interest, the Company shall take
necessary and adequate sieps, envisaged by law, custom of business turnover or agreement, 1o
collect this outstanding loan.

Renegotiated loans

Where possible, the Company secks (o restructure loans rather than to take possession of collateral.
This may invelve extending the payment arrangements and the agreement of new loan conditions.

Once the terms have been renegotiated, the loan is no longer considered past duc. Management
continuously reviews renegotiated loans to ensure that all criteria are met and that future payments
arc likely to occur. The loans continue to be subject 10 an individual or collective impairment
assessment, calculated using the loan’s original or current effective interest rate.

Write-off of lonns and advances

According to the policy of the Company loans and advances are written off against the allowance for
impairment losses when deemed uncollectible.

¥

De-recognition of financial assets

The Company derecognizes a financial asset only when the contractual rights to the cash flows from
the asset expire, or when it transiers the financial asset and substantially all the risks and rewards of
ownership of the asset to another entity, If the Company neither transfers nor retains substantially all
the risks and réewards of ownership and continues to control the transferred assel, the Company
recognizes its retained interest in the asset and an associated liability for amounts it may have to pay.
I the Company retains substantially all the risks and rewards of ownership of a transferred financial
asset, the Company continues 1o recognize the financial asset and also recognizes a collateralized
borrowing for the proceeds received.

On de-recognition of a financial asset in its entirety, the difference between the asset’s carrving
amount and the sum of the consideration received and receivable and the cumulative gain or loss that
had been recognized in other comprehensive income and accumulated in equity is recognized in
profit and loss accounts.

On de-recognition of a financial assct other than in its entirety (for example when the Company
retains an option 10 repurchase part of the transferred asset or retains a residual interest that does not
result in the retention of substantially all the risks and rewards of ownership and the Company retains
control), the Company allocates the previous carrying amount of the financial asset between the part
it continues to recognize under continuing involvement, and the part it no longer recognizes on the
basis of the relative fair values of those parts on the date of the transfer. The differenice between the
carrying amount allocated to the part that is no longer recognized and the sum of the consideration
received [or the part no longer recognized and any cumulative gain or loss allocated to it that had
been recognized in other comprehensive income is recognized in profit and loss accounts. A
cumulative gain or loss that had been recognized in other comprehensive income is allocated
between the part that conlinues to be recognized and the part that is no longer recognized on the basis
of the relative fair values of those parts.
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Financial liabilities and equify instruments

Debt and equity instruments are classified as either financial liabilities or ag equity in accordance
with the substance of the contractual armangements and the definitions of a financial lability and an
equity instrument,

Eguity instruments

An equity instrument 35 gny contract that evidences a residual interest in the assets of an entity after
deducting all of its lLiabilities. Equity instruments issued by the Company are recognized at the
proceeds received, net of direct issue costs.

Financial tiabilitiex

Financial liabilities are classified as either financial liabilities “at FVIPL" or “other financial
liabilities™.

F¥TPL

H]
Financial Liabilities are classified as FVTPL when the financial liability is either held for trading or it is
desipnated as at FVTPL.

Financial liabilities at FVTPL are stated at fair value, with any gains or losses arising on re-
measurement recognized in profit and loss accounts. The net gain or loss recognized in profit and
loss accounts incorporates any interest paid on the financial liability and is included in the “other
income/(loss)” line item in the statement of comprehensive income.

Other financial labilities

Other financial labilities are initially measured at fair value, net of transaction costs,
Other financial liabilities are subsequently measured at amortized cost using the effective interest
method, with interest expense recognized on an cffective yield basis.

The effective interest method 15 a method of caleulating the amortized cost of a financial liability and
of alloeating interest expense over the relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash payments through the expected life of the financial hability,
or (where approprale) a shorter period, to the net carrying amount on initial recognition.

Borrowings

Borrowings arc recorded when money are advanced to the Company by counterparty lenders. The
non-derivative liability is carried at amortized cost. If the Company purchases its own debt, it is
removed from the statement of financial position and the difference between the carrving amount of
the liability and the consideration paid is included in gains or losses arising from early retirement of
deht,
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De-recognition of financial liabilities

The Company derecognizes financial liabilities when, and only when, the Company’s obligations arc
discharged, cancelled or they expire. The difference between the camrying amount of the financial
liability derecognized and the consideration paid and payable is recognized in profit and loss
accounts.

fset of financial assets and liabilitics

Financial assets and Liabilities are offset and reported net on the statement of financial pesition when
the Company has a legally enforceable right to set off the recognized amounts and the Company
intends either 1o settle on a net basis or to realize the assel and seitle the hability simultaneously. In
accounting for a transfer of a financial asset that does not qualify for de-recogmition, the Company
does not offset the transferred asset and the associated liability.

Property and equipment

Property and equipment, except buildings, are carried at historical cost less accumulated depreciation
and any recogmized impairment loss. if any. The estimated useful lives, residual values and
depreciation method are reviewed at the end of each reporting penod, with the effect of any changes
in estimate accounted for on a prospective basis at the following annual rates:

Buildings 2.5%
Vehicles 20.0%
Computers and equipment A3.0%
Furniture and fixtures 20.0%
Other assets 25.0%

Expenses related to repairs and renewals are charged when incurred and included in operating
expenses unless they qualify for capitalization.

At the end of each reporting period, the Company reviews the carrying amounts of its property and
equipment to determine whether there is any indication that those assets have suffered an impairment
lass. Tf any such indication exists, the recoverable amount of the asset 15 estimated in order to
determine the extent of the impairment loss (if any). Where it is not possible to estimate the
recoverable amount of an individual asset, the Company estimates the recoverable amount of the
cash-generating unit to which the asset belongs.

Buildings are stated in the statement of financial position at their revalued amounts, being the fhair
value at the date of revaluation, determined from market-based evidence by appraisal undertaken by
professional independent appraisers, less any subsequent accumulated depreciation and impairment
losses. Revaluations are performed with sufficient regularity such that the camying amount does not
differ matenially from that which would be determined using fair values at the reporting date.

The date of the latest appraisal was December 31, 2015, The next revaluation is scheduled as at
December 31, 2016,

Market value of property is assessed using the market approach method which involves analysis of
market sales prices for similar real estate property which was also equal 1o the fair value of building
under IFRS 13,

17




NON-BANKING CREDIT ORGANIZATION “VIATOR MICROCREDIT AZERBAIJAN"
LIMITED LIABILITY COMPANY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015 (Continued)
(In Azerbajani Manals)

TRV VA T T T T TV T L T L

Any revaluation increase anising on the revaluation of such buildings is credited to the property
revaluation reserve, except to the extent that it reverses a revaluation decrease for the same asset
previously recognized as an cxpense, in which case the increase is credited to the statemenmt of
comprehensive income to the extent of the decrease previously charged. A decrease in carrying
amount arising on the revaluation of such buildings is charged as an expense to the extent that it
exceeds the balance, if any, held in the properties revaluation reserve relating to a previous
revaluation of that asset.

Depreciation on revalued buildings is charped to the statement of comprehensive income.
Revaluation surplus is transferred to retained earmings annually, The amount of the surplus is
transferred is equal to the difference between depreciation charge based on the asset’s original cost,
and depreciation charge based on the revalued amount, adjusted for the tax effect relating to the

surplus.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its
carrving amount, the canmying amount of the assel (or cash-generating umit) is reduced 10 its
recoverable amount. An impairment loss is recognized immediately in profit and loss accounts.

Where an impairment loss subsequently reverses, the carrying amount of the asset
{or a cash-generating unit) is increased to the revised estimate of its recoverable amount, but so that
the increased carrying amount does not exceed the carrying amount that would have been determined
had no impairment loss been recognized for the asset (or cash-generating unit) in prior vears,
A reversal of an impairment loss is recognized immediately in profit and loss accounts,

An item of property and eguipment is derccognized upon disposal or when no future economic
benefits are expected 10 arise from the continued use of the asset. Any gain or loss arising on the
disposal or retirement of an item of property and equipment is determined as the difference between
the sales proceeds and the carrying amount of the asset and is recognized in profit and loss accounts.

Taxation

"

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

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit
as reported in the statement of comprehensive incomé because 1t excludes items of income or
expense that are taxable or deductible in other years and it further excludes items that are never
tuxable or deductible, The Company's current tax expense is caleulated vsing tax rates that have been
enacted or substantively enacted by the end of the reporting period.

Deferred tax is the tax expected 1o be payable or recoverable on differences between the carrying
ameunts of assets and liabilities in the financial statements and the corresponding lax bases used in
the computation of taxable profit, and is accounted for using the balance sheet liability method.

Deferred tax liabilities are generally recognized for all taxable temporary differences and deferred
tax assets are recognized to the extent that it is probable that taxable profits will be available against
which deductible temporary differences can be utilized. Such assets and liabilities are not recognized
if the temporary difference arises from goodwill or from the initial recognition {other than in a
business combination) of other assets and liabilities in a transaction that affects neither the tax profit
nor the accounting profir.

18
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The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part
of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the linbility is
settled or the asset is realized. Deferred tax is charged or credited in the statement of comprehensive
income, except when it relates to items charged or cradited directly to equity, in which case the
deferred tax is also dealt with in equity.

Deferred income tax assets and labilities are offset and reported net on the statement of financial
position if:

»  The Company has a legally enforceable right to set off current income tax assets against current
income tax liabilities; and

. Defermed income tax assets and the deferred income tax liabilities relate to income taxes levied
by the same taxation authority on the same taxable entity.

The Republic of Azerbaijen also has various other taxes, which are assessed on the similar
organizations’ activities, These taxes are included as a component of operating expenses in the
statement of comprehensive income.

Provisions

Provisions are recognized when the Company has a present legal or constructive obligation as
a result of past events, and 1t is probable that an outflow of resources embodying economic henelits
will be required to settle the obligation and a reliable estimate of the obligation can be made.

The amount recogmized as a provision is the best estimate of the consideration required to setile
the present oblipation at the end of the reporting period, taking into account the risks and
uncertainties swroundimg the obligation. When a provision is measured vsing the cash flows
estimated 1o settle the present obligation, its carrving amount is the present value of those cash Tlows
{where the effect of the time value of money 15 material).

When some or all of the cconomic benefits required to settle a provision are expected to be recovered
from a third party. a receivable is recognized as an asset if it is virtually certain that reimbursement
will be received and the amount of the receivable can be measured reliably,

Retirement and other benefit obligations

In accordance with the requirements of the legislation of the Republic of Azerbaijan state pension
system provides for the calculation of current payments by the cmployer as a percentage of current
total payments to staff. This expense is charged in the period the related salaries are earned. Upon
retirement all retirement benefit payments are made by the state soeial protection fund 10 employees,

The Company does nol have any pension arrangements separate from the state pension system of the
Republic of Azerbaijan. In addition, the Company has no post-retirement benefits or other significant
compensated benefits requiring acerual,
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Contingencies

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

Charter capital

Charter capital is the amount of capital contributed by the shareholder. The Company may increase
or decrease its charter capital with approval of the sharcholder granted in accordance with law.
Dividends on ordinary shares are recognized in equity as a reduction m the period in which they are
declared.

Dividends thar are declared after the reporting date are treated as a subsequent event under
Intemational Accounting Standard 10 “Events after the Reporting Date™ (“TAS 107) and disclosed
accordingly.

Foreign currency translation

¥

The functional currency of the Company is the currency of the primary economic environment, in
which the enlity operates. The Company's functional currency is AZN.

Monetary assets and liabilities denominated in foreign curmrencies are translated into AFN at the
appropriate spot rates of exchange of the Central Bank of the Republic of Azerbaijan ruling at the
end of reporting date. Foreign currency transactions are accounted for at the exchinge rates
prevailing at the date of the transaction. Profits and losses ansing from these translations are included
in net (loss)/gain on foreign exchange operations.

Rates of exchange

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

December 11, December 31,

2015 214
USEY AN 15594 0.7844
EUR/AZN 1.70446 0.9522

On February 21, 2005 the Central Bank of the Republic of Azerbaijan (“CBAR™) devalued the
Azerbaijani Manat (AZN). As a result, the official exchange rates of AZN to the U.S. dollar fell to
AZN 1.05 per U.S. dollar, and the official exchanpe rate of AZN to the Buro fell 1o AZN 1,19 per
Euro, i.e. by approximately 34% from the exchange rates at the effective date of devaluation.

On December 21, 2015 the CBAR introduced a floating exchange rate that resulted in one-time
devaluation of the AZN against U.S dollar and other major currencies by approximately 48%.
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Critical accounting judgmenis and key sources of estimation uncertainty

The preparation of the Company’s financial statements requires management to make estimates and
judgments that affect the reported amounts of assets and liabilities at the reporting date and the
reported amount of income and expenses during the period ended Management evaluates its
estimates and judgments on an ongoing basis. Management bases its estimates and judgments on
histoncal experience and on various other factors that are believed to be reasonable under the
circumstances. Actual results may differ from these estimates under different assumptions or
¢onditions. The following estimates and judgments are considered important to the portrayal of the
Company’s financial condition.

Management assumed that the Company will continue as going concern. In making this judgment
management considered current intentions and financial position of the Company. As described in
Note 13, the Company failed to comply with the financial covenants stipulated in borrowing
agreements. The ability of the Company to conlinue as going concern is largely dependent on the
willingness of investors and owners to provide financing for its operating activities and granting
further waivers by the lenders to the Company for the breach of covenants stipulated in barrowing
agreements.

Allowance for impairment of loans ta customers

The Company regularly reviews its loans to assess for impairment. The Company's loan impairment
provisions are established 1o recognize incurred impairment losses in its portfolio of loans and
receivables. The Company considers accounting estimates related to allowance for impairment of
loans and receivables a key source of estimation uncertainty because (i) they are highly susceptible
to change from period to period as the assumptions about future default rates and valuation of
potential losses relating to impaired loans and receivables aré based on recent performance
experience, and (i) any significant difference between the Company’s estimated losses and actual
losses would require the Company to record provisions which could have a matenial impact on its
financial statements in future periods.

The Company uses management’s judgment to estimate the amount of any impairment loss in cases
where a borrower has financial difficulties and there are few available sources of historical data
relating to similar borrowers. Similarly, the Company estimates changes in future cash flows based
on past performance, past customer behavior, observable data indicating an adverse change 1n the
payment status of borrowers in a group, and national or local economic conditions that correlate with
defaults on assets in the group, Management uses estimates based on historical loss experience for
assets with credit risk characteristics and objective evidence of impairment similar to those in the
group of loans. The Company uses management's judgment to adjust observable data for a group of
loans to reflect current circumstances not reflected in historical data.

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

The amount of the allowance for impairment of loans to customers was AZN 3,719,400 and
AZN 298 878 as at December 31, 2(1 5 and 2014, respectively.
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Recoverability of deferred tax assets

The management of the Company created valuation allowance against deterred tax asset in the
amount of AZN 651,234 45 @1 December 31, 2015 (2014: nil). The camying value of deferred 1ax
assels amounted to AZN 142,352 and AZN 134,500 as at December 31, 2015 and 2014, respectively.

The management of the Company is confident that the carrving amount of deferred tax asset will be
fully realized in the future,

Useful life of property and equipment

The Company assesses the remaimning useful lives of items of property and equipment at least at cach
financial year-end. If expectations differ from previous estimates, the changes are accounted for as a
change in an accounting estimate in accordance with IAS & “Accounting Policies, Changes in
Accounting Estimates and Errors”. These estimates may have a material impact on the amount of the
carrying values of property and equipment and on depreciation recognized in profit or loss,

Current taxes .

Azerbaijani tax, currency and customs legislation is subject to varying interpretations and changes
pecur frequently. Further, the interpretation of tax legislation by tax authorities as applied to the
transactions and activity of the Company may not coineide with that of management. As a result, tax
authorities may challenge transactions and the Company may be assessed additional taxes, penalties
and imterest, which can be significant. Perinds remain open to review by the tax and customs
authorities with respect to tax liabilities for three calendar years preceding the year of review. Under
certain cireumstances reviews may cover longer periods,

ADOPTION OF NEW OR REVISED STANDARDS AND INTERPRETATIONS

In the current year, the Company.bas adopted all of the applicable new and revised Standards and
Interpretations issued by the LASB and the [FRIC of the 1ASB that are relevant to its operations and
effective for annual reporting periods ending in December 31, 2015, The adoption of these new and
revised Standards and Interpretations has not resulted in significant changes to the Company’s
accounting policies that have affected the amounts reported for the current or prior years.

Amendments to TAS 19 “Defined Benefit Plans: Employvee Contributions™ — The amendments (o
IAS 19 ¢lanfy how an entity should account for contributions made by employees or third parties
that are linked to services to defined benefit plans, based on whether those contributions are
dependent on the number of years of service provided by the employee.

For contributions that are independent of the number of years of service, the entity may either
recognize the contributions as a reduction of the service cost in the peried in which the related
service is rendered, or to attribute them to the emplovees® periods of service either using the plan’s
contribution formula or a straight-line basis; whereas for contnibutions that are dependent on the
number of years of service, the entity is required to attribute them to the employees; periods of
service.

The amendments apply retrospectively for annual periods beginning on or after July 1, 2014,

Annual improvements to IFRSs 2010-2012 Cyele — The Annual [Improvements include
amendments to a number of [FRSs, which have been summarized below.
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Standard Subject of amendment

IFRS 2 “Share-hased Pavment”™ Definition of vesting conditon

IFRS 3 “Business Combinations” Accounting for contingent consideration in 3 business
combination

[FRS 8 "Operaling Sermenls” (1)  Aggrepation of operating segments

(i) Reconciliation of the toiz] of the reportable segmenis’
assets to the entity’s nssels

TFRS 13 “Fair Vaiue Measurement™ Short-term receivables and pavables

LAS 16 “Property, Plant and Equipment”;  Revaluation method - proporhonate restatement of accumulated
LAS 38 “Intaneible Assets™ depreciation (amortisation)

1A5 24 "Related Party Disclosures” Key management personnel

The amendments apply prospectively for annual periods beginning on or after July 1, 2014,

Annual improvements to IFRSs 2011-2013 Cycle — The Annual Improvements include
amendments to a number of IFR8s, which have been summarized below,

¥

Standard Subject of amendment

IFRS 3 "Business Combinations” Scope exceptions for jomt venures

TFRS 132 “Foir Value Measurement” Scope of paragraph 32 (portfolio exception)

LAS 40 “Investment Propery™ Clarifying the interrelationship between TFRS 3 and 1AS 40 when
claszifying property a5 mvestment property or owner-occupied
propemy

The amendments apply prospectively for annual periods beginning on or after July 1, 2014.

Unless otherwise described above, the new Standards and Interpretations are mot expected 1o
significantly affect the Company’s financial statements.

T

4. STANDARD AND INTERPRETATIONS ISSUED BUT NOT YET ADOPTED

Al the date of authorization of these financial statements, other than the Standards and Interpretations
adopted by the Company in advance of their effective dates, the following Interpretations were in issue
but not yet effective.

Amendments to IAS 1 “Presentation of Financial Statements™: Disclosure Initiative — The
amendments 1o TAS | “Presentation of Financial Statements™ clanfy, rather than significantly change,
existing TAS 1 requirements.

The amendments clarify:

s  The matenality requircments in LAS 1;

= That specific line nems in the statement(s) of profit or loss and other comprehensive income
(*OCT") and the statement of financial position may be disaggrepated;

o  That entitics have Nexibility as to the order in which they present the notes to financial statements;
and

¢  That the share of OCI of associates and joint ventures accounted for using the equity method must
be presented in aggregate as a single line item, and classified between those items that will or will
not be subsequently reclassified 1o profit or loss.
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Furthermore, the amendments clarify the requirements that apply when additional subtotals are presented
m the statement of financial position and the statement(s) of profit or loss and other comprehensive
ncorme.

The amendments are effective for annual periods bepinming on or after January 1, 2016, Early application
i5 permitted and entities do not need to disclose that fact because the LASB considers these amendments
1y be elarifications that do not affect an entity™s accounting policies or accounting estimates.

Amendments to IAS 16 and LAS 38 “Clarification of Acceptable Methods of Depreciation and
Ameortization” - The amendments to IAS 16 prohibit entities from using a revenue-based
depreciation method for items of property, plant and equipment. The amendments to IAS 38
intreduce a rebuttable presumption that revenue is not an appropriate basis for amorhization of
mtangible assets. This presumption can only be rebutted i the following two limited circumstances:

a} When the intangible asset is expressed as a measure of revenue; or
b) When it can be demonstrated that revenue and the consumption of the economic benefits of the
intangible asset are highly correlated.

The amendments apply prospectively for anmual periods beginning on or after January 1, 2016.

Amendments to FAS 16 and 1AS 41 “Agriculture™; Bearer Plants — The amendments to [AS 16
“Property, Plant and Equipment” and IAS 41 “Agriculiure” define a bearer plant and require
biological assets that meet the definition of a bearer plant to be accounted for as property. plant and
equipment in accordance with [AS 16, instead of IAS 41. In terms of the amendments, bearer plants
can be measured using either the cost model or the revaluation model set oul in TAS 16,

On the initial application of the amendments, entities are permitted (o use the fair value of items of
bearer plant as their deemed cost as at beginning of the earliest peniod presented. Any difference
between the previous carrying amoun! and fair value should be recognized in opening retained
eamings at the beginning of the carliest penod presented.

.

The produce growing on bearer plants continues to be accounted for in accordance with TAS 41.
The amendments apply prospectively for annual periods beginning on or after January 1, 2016,

Amendments to 1AS 27 “Equity Method in Separate Financial Statements™ - The amendments t6
IAS 27 “Separate Financial Statements™ allow an entity to use the equity method as described in 1AS 28
to account for ifs investments in subsidianies, joint ventures and associates in its separate financial
staternents. Therefore, an entity must account for these investments either;

L] Al cost;
. In accordance with IFRS 9 {or LAS 39); or
o Using the equity method.

The entity must apply the same accounting for each category of investments, A consequential amendment
was also made to IFRS | “First-time Adoption of International Financial Reporting Standards™, The
amendment o IFRS | allows a firsttime adopter accounting for investments in the separate financial
statements using the equity method, to apply the IFRS | exemption for past business combinations to the
acquisition of the investment.
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The amendments are effective for annual periods beginning on or after January 1, 201 6. The amendments
must be applied retrospectively, Early application is permitted and must be disclosed.

Amendments to IFRS 10, IFRS 12 and TAS 28 “Investment Entities: Applyving the
Consolidation Exception™ — The amendments address issues that have arisen in applying the
investment entities exception under IFRS 10.

The amendments to TFRS 10 elarify that the exemption (in IFRS 10.4) from presenting consolidated
financial staternents applies to a parent entity that is a subsidiary of an investment entity, when the
investment entity measures all of its subsidiaries at fair value,

Furthermore, the amendments to IFRS 10 clarify that only a subsidiary of an investment entity that is not
an investment entity itsell and that provides support services to the investment entity is consolidated. All
other subsidiaries of an investment entity are measured ot fair value.

The amendments to TAS 28 allow the investor, when applying the equity method, to retain the fair value
measurement applicd by the investment entity associate or joint venture to its interests in subsidianes.

The amendments are effective for annual periods beginnine on or after January 1, 2016. The amendments
must be applied retrospectively. Early application 15 permitted and must be disclosed.

Amendments to IFRS 10 and TAS 28 “Sale or Contribution of Assets between an Investor and
its Associate or Joint Ventore®™ — The amendments address the conflict berwesn IFRS 10 and TAS 28
in dealing with the loss of control of a subsidiary that is sold or contributed o an associate or jom!
venture,

The amendmenls clarify that the gain or loss resulting ffom the sale or contrbution of assets that
constitute a business, as defined in IFRS 3 “Business Combinations”, between an investor and its
associate or joint venture, is recognized in full. Any gain or loss resulting from the sale or contribution of
assets that do not constitute a business, however, is recognized only to the extent of unrelated investors”
mterests in the associate or joint venlse.

The amendments apply prospectively for annual peniods beginmng on or afier January 1, 2016.
Earlier application is permitted and must be disclosed.

Amendments to TFRS 11 “Accounting for Acquisitions of Interests in Joint Operations™ — The
amendments to IFRS 11 provide guidance on how 10 account for the acquisition of an interest in a
joint operation in which the activities constitute a business as defined in IFRS 3 “Business
Combinations™, Specifically, the amendments state that the relevant principles on accounting for
business combinations in IFRS 3 and other standards {e.g. IAS 36 “Impairment of Assets” reparding
impairment testing of a cash-generating unit to which goodwill on acquisition of 4 joint operation has
been allocated) should be applied. The same requirements should be applied to the formation of a
joint operation if and only if an existing business is contributed to the joint operation by one of the
parties that parhicipate n the jomnt operation.

A jomi operator 1s also required to disclose the relevant information required by IFRS 3 and other
standards for business combinations.
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The amendments to [FRS 11 apply prospectively for annual periods beginning on or after January 1,
2016.

IFRS 14 “Regulatory Deferral Accounts™ allows rale-regulated entitics to continue recognizing
regutatory deferral accounts in connection with their first-time adoption of IFRS. Existing IFRS
preparers are prohibited from adopting this standard. Entities that adopt IFRS 14 must present the
requlatory deferral accounts as separate lme items on the statement of financial position and present
movements in these account balances as separate line items in the statement of profit or loss and
other comprehensive income. The standard requires disclosures on the nature of, and risks associated
with, the entity’s rate regulation and the effects of that rate regulation on its financial statements.

The standard 1s effective for anmal perieds beginning on or after January 1, 2016. Earlier application
15 permitied.

Annual improvements to IFRSs 2012-2014 Cyele — The Annual Improvements include amendments
1o a number of TFRSS, which have been summarized below,

Standard Subject of amendment

IFRS 5 “Non-Current Assets Held for Sale Chapges in methods of disposal
and Discontinued Clperations”

IFRES 7 “Financial Insmruments: Disclosures™ Servicmg contracts and applicability of the offsetung disclosures
10 condensed interim financial statements

IAS 19 "Employes: Benefifs" Digcount rate: regional market issue
[AS 34 “Interim Financial Reporting” Disclosure of information “elsewhere in the interim financial
rcpunil

The amendments apply prospectively for annual periods beginning on or afier January 1, 2016, Earlier
application is permitted and must be disclosed.

The IASB and FASB have issued their joint revenne recognition standard, IFRS 15 “Revenue
from Contracts with Customers™, which replaces all existing IFRS and US GAAD revenue
requirements, [FRS 15 specifies how and when an [FRS reporter will recogmze revenue as well as
requiring such enotities to provide users of financial statements with more informative, relevamt
disclosures. The standard provides a single, principles based five-step model to be applied to all
contracts with customers, IFRS 15 was issued in May 2014 and applies 10 an annual reporting period
beginning on or after January 1, 2017, Earlier application is permitted.

IFRS 9 “Financial Instruments™ issued i November 2009 and amended in October 2010 introduces
new requirements for the classification and measurement of financial assets and financial liabilites and
for de-recogmition.

» IFRS 9 requires all recognized financial assets that are within the scope of IAS 39 “Financial
Instruments: Recognition and Measurement™ to be subsequently measured at amortized ¢ost or fair
value. Specifically, debt investments that are held within a business model whose objective is o
collect the contractual cash flows, and that have contractual cash flows that are solely payments of
principal and interest on the principal outstanding are generally measured at amortized cost at the
end of subsequent accounting periods. All other debt investments and equity investments are
measured at their fair values at the end of subsequent accounting periods:

26




W oo NN W NN NN WM NN WYY NN YN

NON-BANKING CREDIT ORGANIZATION “VIATOR MICROCREDIT AZERBAIJAN"
LIMITED LIABILITY COMPANY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015 (Continued)
(In Azerbafjani Manats)

th

¢«  The most significant effect of IFRS 9 regarding the classification and measurement of financial
liabilities relates to the accounting for changes in fair value of a financial liability (designated as at
fair value through profit or loss) attributable to changes in the credit msk of that liahility.
Specifically, under IFRS 9, for financial liabilities that are designated as at fair value throngh profit
or loss; the amount of change in the fair value of the financial lability that s attributable to chanpes
in the credit risk of that hability 15 recognized n other comprehensive income, unless the
recognition of the effeets of changes in the liability’s credit risk in other comprehensive income
would create or enlarge an accounting mismaleh in profit and loss aceounts. Changes in fair value
attributable 1o a financial liability’s eredit risk are not subsequently reclassified to profit and loss
accounts. Previously, under TAS 39, the entire amount of the change in the fair value of the financial
lability designated as at fair value through profit and loss accounts was recognized in profit and loss
aceounts,

[FRS 9 is effective for annual periods beginning on or after January 1, 2018,

IFRS 16 “Leases™, which specifies how and [FRS reporter will recognize, measure, present and
disclose leases. The standard provides a single lessee accounting model, requiring lessees 10
recognize assels and labilities for all leases unless the lease term is 12 months or less or the
underlying asset has a low value, Lessors continue to classify leases as operating or finance, with [FRS
16"s approach to lessor accounting substantially unchanged from its predecessor, [TAS 17.

IFRS 16 was issued m January 13, 2016 and applies to an annual reporting period beginning on or
after January 1, 2019,

The management is considering the implications of these standards, their impact on the financial
statements and the tming of 1ts adoption by the Company.

PRIOR PERIOD RESTATEMENTS AND RECLASSIFICATIONS

Certain restatements and reclassifications have been made to the financial statements for the year
ended December 31, 2014 to conform o the presentation for the vear ended December 31, 2015 as
current year presentation provides comrect and better view of the financial performance of the

Company.

The effect of restatements and reclassifications on the statement of comprehensive income and
statement of cash flows for the vear ended December 31, 2014 is presented in the table below:

Notes As previously Effect of As restated
reported restatements! December 31,
December 31, reclassifications 2014
2014
Statement of comprehensive income:
Interest income {a) 5.264.539 629,179 5,803,718
Commission income () 628,179 (629 179} -
Interest expense ih) (1,033.741) (92 84R) (1,126,589)
General and adminisrative expenses i) (762,6%4) Q2,848 (hAD . H48)
Crher income () 25714 (5,048} 20,064
Other comprehensive loss {c} {5,648 5645 -
27
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Notes  As previously Effect of As restated
reported Restatements/ December 31,
December 31, reclassifications 2014
2014
Statement of cash Mows:
Ioterest puid (h) (1,010,885) (92, 848) (1,102.733)
Payments 1o employvees and suppliers )] (2.89a.005) 92,548 (2,803,157)

(a) Reclassification of loan origination fees in the amount of AZN 629,179 1o the interest income
according to the aceounting poliey of the Company.

(b) Reclassification of withholding taxes paid on behalf of the lenders for the interest payments in
the amount of AZN 92,848 10 the interest expenses.

{c) Correction of error regarding the amortization of revaluation reserve to retained eamings.

STAFF COSTS AND RELATED CONTRIBUTIONS

Staft costs and related contributions comprise:

Year ended Year ended
December 31, December 31,
2015 2014
Wapes and salaries 1,293 248 1,318,056
Allowances, incentives and other benefits 313,020 519,793
Compulsory social security obhigatons 375370 307,551
Total stall costs and related contributions 1,981,638 2.235. 400
GENERAL AND ADMINISTRATIVE EXPENSES
General and administrative expenses comprise:
- Year ended Year ended
December 31, December 31,
2015 2014 (restated)
Taxes other than income @x expense 156,033 4,293
Bank ¢ommission 124,665 143,085
Professicnal services and fees 108,657 #2348
Secunty cxpenses B7.248 73,726
Rent expenses 75.746 51,640
Depreciation 54,936 64,474
Office supplies 48,249 33268
Transporiation expenses 34,288 35,261
Business trip expenses 33,561 41,337
Repair and maintenance 22323 14,570
Legal and court fees 20,494 1,871
Training expenses | 6,172 38,647
iilities 15,538 13,806
Membership fecs 12,561 9 858
Instituticnal development costs 0,646 20,032
Communication expenses fA403 4,952
Insurance expenses 5,826 5,822
Others 12,315 30,440
Total general and administrative expenses 841,662 669,848
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8.

INCOME TAXES

The Company measures and records its current income tax payable and its tax bases related to assets
and liabilities in accordance with the statutory tax regulations of the Republic of Azerbaijan where the
Company operates, which differ from [FRS,

The Company is subject to certain permanent tax differences duc 1o non-tax deductibility of certain
expenses and certain income being treated as non-taxable for tax purposes,

Defierred taxes reflect the net tax effects of temporary differences between the camrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for 1ax purposes.

Temporary differences as at December 31, 2015 and 2014 relate mostly to different methods/timing of
income and expense recognition as well as to temporary differences generated by laxation bases’
differences for certain assets and liabilitics.

Tax legislation of the Republic of Azerbaijan in particular may give rise to varying interpreétations
and amendments. In addition, as management’s interpretation of tax legislation may differ from that
of the tax authorities, transactions may be challenged by the tax authorities, and as a result the
Company may be assessed additional taxes, penalties and interest which could be material for these
financial statements.

December 31, December 31,
015 2014
Deductible temporary differences:
Loans to customers 4,013,428 645,806
Oiher liabilities 56,197 145,145
Total deductible temporary differences 4,069,615 790,951
Taxable temporary differences:
Property and equipment (56,118} {54,62T)
Bomowings {45,578) (H3.824)
Total taxable temporary dilferences (101,696) (118.451)
Met deductible temporary differences 1967920 72,500
Deferred 1ax asset at the statutory 1ax rate 793,586 134,500
Deferred tax asset not recognized (651.234) -
Net deferred tax asset 142,352 134,500
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The effective tax rate reconciliation is as follows:

{Loss)/profit before income tax

Taxat the statutory tax rate 20%

Tax effect of permanent differences
Change in deferred tax asseét not recognized

Tucome tax CXense

Carrent income tax expense
Change in the deferred tax assels

Income tax expense

Déferred income tax asset

Beginning of the period

Change in deferred income 1ax balances recognized in profit and loss
accounts

Change in the deferred income tax recopnized in other components of

r.:umpn:hmmw: meome

End of the period

9. CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise:

Cash on hand
Balanees in bank accounts

Total cash and cash equivalents

30

Year ended Year ended
December 31, December 31,
15 2014
(2,931,549) 1.664,565
586,310 {332.913)
(133,467) (57.204)
(631,234 B
(198,391) (390.207)
(206,243) (434.333)
T.852 44 126
(198,391) (390.207)
December 31, December 31,
15 2014
134,500 90,374
&.aa0 44,124
{2,108)
142,252 134,500
December 31, December 31,
015 4
10,067 3,836
3,164,202 420,956
3,174,269 1,424,792
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1. LOANSTO CUSTOMERS

Loans to customers are issued primarily to customers logated within the Republic of Azerbarjan.

December 31, December 31,

2015 2014
Loans to customers 17,854 545 17,699,869
Less: Provision for loan impairment (3,719.400) {298.578)
Total loans (o customers 14,135,145 17,400,991
Movement in the provision for impairment of loans to customers is as follows:
December 31, December 31,
2015 2014
Provision at the beginning of the vear 108,878 73.756
Additional provisions recogmzed 3,573,336 225 638
Write-cff of Iotns (152.814) [514)
Provision at the end of vear 3,719,400 298,878
Customers operate in the following economic sectors:
December 31, L December 31, Ya
2015 2014
Lonns to customers — agniculture 7,029,471 50% T.855.529 45%s
Louns to costomers — trade - 4,007,063 20%, 5.9635.32¢ 34%
Loans to customers — manufacturing 1,711,243 12% 1046215 6%
Loans to customers — service 1,203 683 gy, 2,520,991 15%
Loans to customers - others 3683 0% 3,927 1
Total loans o customers 14,135,145 1009, 17,400,991 100%,
Information about collateral at December 31, 2015 is as follows:
Loans to Loans to Loans to Loans to Loans to December 31,
customers - Customers - cusiomers - customers - CUstomers - 2005
agriculture trade manufarturing service other Total
Loans collateralized by:
- jewellery 3,302 908 1,762,989 779,158 - 5,845,145
- personal guaranice 3726473 2,334.074 1.711.243 514,525 3.685 8,290,000
Total loans to
customers T.020.471 4,007 063 1,711,243 1,293,683 3,685 14,135,145
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Information about collateral at December 31, 2014 is as follows:

Loans callateralizad by

= iowellery

- persenal guarinioe

Total loans to
COSTOmErs

Loans to Loans to Loans to Loans ta Lupans to December 31,
Customers - Customers - COSTOMIETS = Customers - CUstomers - 014
agriculture trade manufacturing service other Total

2.221,130 1144 90 408,174 1,152,835 625 4.927.724
5.634 399 4 820,409 GIE 041 LA77.156 3,262 | 2,473 287
7855529 59405320 1.046,215 1.5219.090] 3,027 17,400,991

Analysis by credit quality of loans outstanding as at December 31, 20135 is as follows:

Collecrively assessed

Non past due
Orverdue:

Less than | month

overdus

| 0 3 months overdue

1 to'& morihs overdue

f 10 12 months overdue
Over 12 months overdue

Total gross collectively

assessed loans

Less: provision tor loan

imparTent

Total loans to
casiomers

l.oans to L.nans tn Loans to Lonans to Loans to December 31,
cuslomers - cusiomers - CUSIDImErs - customers - Customers 2015
agriculiure trade manufacturing service other Total

4,916,744 2634075 1.113.1%1 BOR,7LIA Bl 0.472.794
1,271,528 G51 486 388356 120,177 183 2.0%1,730
Tha 842 545343 251,806 154 369 382 1,736,742
870,147 454 184 230414 202 529 5308 1,771.674
Q76 336 §22.450 217,913 121,295 25,650 1.936,644
4.950 - . = = 44959
8.827.556 5,107.540 2.210.670 1.677.085 31,694 17,854,545
(1.798.085) (1,010,477) (499,427} {383,402) (28,009) (3.719.400)
T.N29.471 4,097,063 1,711,243 1,293,683 3,685 14,135,145
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Analysis by credit quality of loans outstanding as at December 31, 2014 15 as follows:

Loans to Loans to Loans to Loans to Loans to December 31,
customers - customers - customers - CUSTOMmErs - customers - 1014
agriculture trade manufaciuring service other Total
Collectively assessed
Not past due 7,005,429 5,972,603 1,045,220 2,533 084 3,547 17,459 862
Owverdue:
Liess than 1 mionth
overdue 33 445 £3 K58 13,162 27173 4210 135,058
1 1 3 momths overdue 12,247 13,322 4.240 5.632 - 35,441
3 w6 months overdue 22585 25,482 2,259 16,182 - 66,508
Total gross collectively
assessed loans T973,706 6,075,265 1064, BN 2582041 3,967 17,699,869
Less: provision for loan
impatrment (118,177) (109,936) (18,675) {52,050) (401) (298 878)
Total loans to '
customers 7855529 59465320 1,046,215 1,529.991 3,927 17,400,991

As at December 31, 2015 and 2014 all loans (100% of total loans to customers) were granted to
individuals operating in the Republic of Azerbaijan, which represents an absolute geographical
concentration in one region,

As at December 31, 2015 and 2014, there was no agpregate loan per borrower which individually
exceeded 1% of total balance of loans to customers. The Company mainly lends micro and small
eredits to individuals and individual entrepreneurs.

As at December 31, 2015 and 201440ans to customers included loans totaling AZN 4,151,303 and
AZN 24,497, respectively, whose terms were renegotiated, Otherwise these loans would be past due
or impaired.

Included in loans to customers AZN 201,992 and AZN 257 800 as at December 31, 2015.and 2014,
respectively, represent accrued interest receivable.

As al December 31, 2015 and 2014, a maximum credit risk exposure on loans to customers
amounted to AZN 14,135,145 and AZN 17,400,991, respectively.
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11. PROPERTY AND EQUIPMENT

Property and equipment comprise:;

Buildings Vehicles Computers Furniture Other aysets Tutal
and and fixtures
ecquipment

Al revalued/initial

cost
Junuary 1, 2014 472,01 209,368 54,629 28,161 51,483 815.641
Additions - - 4,730 9,663 14,391
Disposals - (R373) (56T} - (8.940)
December 31, 2014 472000 200,995 58,702 18.161 611406 821,004
Eovaluntion (13.059) - - - {13,059)
Additions - 19350 * 3.030 - 9.126 31,506
Disposals {6,572) [3.614) (236) (1,565) (12,88T)
December 31, 2015 458,941 213473 58208 17315 68,707 826,654
Accumulated

depreciation
January 1, 2014 - 126,444 44 862 19,404 37.875 228,585
Charge for the year 11,800 36,957 6,680 2454 6,574 64,474
Elminated on

disposal (8,373) {(567) - - (8.940)
December 31, 2014 11,800 155,028 50,984 21,858 44,449 284,119
Charge for the year 11,800 27,311 5,395 2354 T.876 54,936
Eliminated on _

disposal {6,654} (3,145) {B36) {1.565) (12,200)
Eliminated on

revaluation {23.600) (23,600}
December 31, 2015 175,685 53434 23376 20,760 303,255
Net beok valoe
December 31, 2015 458,941 AT, THR 4,774 3,949 17,947 523,39
December 31, 2014 460,200 45,967 T.H08 6303 16,697 536,975
January 1, 2014 472000 82,924 9,767 B.757 13,608 587,056
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12.

13,

The Company's buildings are represented by premises which were valued by an independent firm of
valuers as at December 31, 2015, The valuation, which was performed in accordance with IFRS 13
“Fair Value Measurement™, was arrived at by reference to market evidence of transaction prices for
similar properties.

As at December 31, 2015 and 2014, included in property and equipment insured in the amount of
AZN 458.94| and AZN 460,200, respectively.

As at December 31, 2015 and 2014, no property and equipment were pledged as a security for the
barrowings.

As at December 31, 2015 and 2014, included in property and equipment were fully depreciated
assets in the amount of AZN 189,112 and AZN 201,767, respectively.

If the buildings were accounted at historical cost less sccumulated depreciation and impairment
losses, its carmrying value would be AZN 156,015 as at December 31, 2015 (December 31, 2014:
AZN 160,598).

Details of the Company’s buildings and information about the fair value hierarchy as at December
31,2015 and 2014 are as follows:

December 31, 2015 December 31, 2004
Level 2 Fair value Level 2 Fair value

Buildings 458,941 458,941 460,200 460,200

Tuotal 458,041 458,941 460,200 460,200
OTHER ASSETS
Other assets comprise:

December 31, December 31,
2015 2014

Other non-financial assets:

Prepaid tuxes 302 8RS 12,608

Other prepayments P 3,630

Total other assets 312,100 16,328
BORROWINGS
Borrowings compnise:

December 31, December 31,
2015 014

Borrowings from local institutions 824,850 813310
Borowings from foreign instifutions 13,023,302 10,810,236

Total borrowings 13,848,161 11,623,546
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14.

15.

16.

Included in borrowings AZN 236,067 and AZN 173,331 as a1t December 31, 2015 and 2014,
respectively represent acerued interest payable.

The Company is obligated to comply with financial covenants in relation to borrowings from foreign
institutions. These covenants include stipulated ratios, debt to equity ratios and various other
financial performance ratios. However, the Company failed to comply with the most of the financial
covenants set by financial institutions as at December 31, 2015. In accordance with those loan
agreements where covenants are breached. provision is made for the borrowings to become due
and/or repayable on demand. As at December 31, 2015, the berrowings impacted have been
reclassified to being on demand within expected maturity of these financial statements. Subsequent
to the reporting period, on March 31, 2016 the Company has signed a non-acceleration agreement
with the lenders. In accordance with the terms of this agreement, lenders agreed to provide the
Company with the opportunity to cure such covenant breaches and improve linancial condition of the
Company by not seeking early repayment of the outstanding principal amount i1l May 21, 2016.

OTHER LIABILITIES
Other liabilities comprise:
December 31, December 31,
Wis 014
Other inancial linbilities:
Averuals Tor unused vacations 32,597 145,145
Accrusd sxpenses 23,752 -
Total other financinl Rabilities 56,349 145,145
Total other liahilities 56,349 145,145

CHARTER CAPITAL

As a1 December 31, 2013 and 2014 charter capital consisted of 100 shares with par value of AZN
6,937.74 each. Viator AS (Kingdom of Norway) owns 100% shares of the Company.
COMMITMENTS AND CONTINGENCIES

Compliance with requirements of the CBRA

The Company has to comply with rules and requirements set by the CBRA in accordance with the
l.aw on Non-Banking Credit Organizations and other normative acts. The Company was in
compliance with the rules and requirements set by the CBRA as at December 31, 2015 and 2014,

Capital commitments

The Company had no material commitments for capital expenditures outstanding as at
December 31, 2015 and 2014,
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17.

Legal proceedings

From time to time and in the normal course of business, claims against the Company may be recéived
from customers and counterparties. Management is of the opinion that no materal unaccrued losses
will be incurred and accordingly no provision has been made in these financial statements,

Taxation

Provisions of tax legislation of the Republic of Azerbaijan are sometimes inconsistent and may have
more than one interpretation, which allows the tax authorities to take decisions based on their own
arbitrary interpretation of these provisions. In practice, the tax authorities oflen interpret the tax
legislation not in favor of the taxpayers, who have to resort to court proceeding to defend their
position against the tax authorities.

It should be noted that the tax authoritics can use the clarifications issued by the judicial bodies that
have mtroduced the concept of “unjustified tax benefit”, “primary commercial goal of transaction”
and the criteria of “commercial purpose (substance) of transaction™.

Such uncertainty could, in particular, be atiributed to tax treatment of financial instruments/
derivatives and determination of market price of transactions for transfer pricing purposes. It could
also lead to temporary taxable differences ocourred due to loan impairment provisions and income
tax liabilities being treated by the tax autherities as understatement of the tax base, The management
of the Company is confident that applicable taxes have all been accrued and, conseguently, creation
of respective provisions is not required.

Generally, taxpayers are subject to tax audits with respect to three calendar years preceding the year
of the audit. However, completed audits do not exclude the possibility of subsequent additional tax
audits performed by upper-level tax inspectorates reviewing the resulis of tax audits of their
subordinate tax inspectorates.

Also according to the clarification of the Constitutional Court of the Republic of Azerbaijan, the
statute of limitation for tax liabilitics may be extended beyond the three year term set forth in the tax
legislation, if a court determines that the taxpayers have obstructed or hindered a tax inspection.

TRANSACTIONS WITH RELATED PARTIES

Related parties or transactions with related parties, as defined by IAS 24 “Related party disclosures™,
represent:

(a) Parties that directly, or indirectly through one or more intermediaries: conitrinl, or are controlled
by, or are under common control with, the Company (this includes parents, subsidiaries and
fellow subsidiaries); have an interest in the Company. that gives then significant influence over
the Company; and that have joint control over the Company:

(b) Associates — enterprises on which the Company has significant influence and which is neither a
subsidiary nor a joint venture of the investor;

{(¢) Joint ventures in which the Company is a venturer:
(d) Members of key management personnel of the Company or its parent;
(e} Close members of the family of any individuals referred to in (a) or (d):
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(f) Parties that are entities controlled, jointly controlled or significantly influenced by, or for which
significant voting power in such entity resides with, directly or indirectly, any individual referred

to in (d) or (e); or

{z) Post-employment benefit plans for the benefit of employees of the Company, or of any entity
that is a related party of the Company.

In considering each possible related party relationship, atiention 1s directed to the substanee of the
relationship, and not merely the legal form. The Company had the following transactions outstanding

as al December 31, 2015 and 2014 with related parties:

Balances:
Loans to customers
Bormowings
Other habalites

Transactions:
Interest income
Interest expénse
Non-inferest expense
Bividends

Ralances
Loans to customers
Bomrowings
Oither lighilities

Transactions
Interest moome
Interest expense
MNouo-interest expenss
Dividends

18. CAPITAL MANAGEMENT

December 31, 2015
Normisjon Vintor AS Key manngement
personnel
- T.626
382,922 -
- 85
- 067
23.034 4
- - 255,951
- 240,633 -
December 31, 2014
Normisjon Viator AS Key management
persunnel
. 2,614
213,903 40,921
- 34,764
A 1,217
19,251 -
. 203,310

221,417

The Company manages its capital to ensure that it will be able to continue as a going concern while
maximizing the return to shareholders through the optimization of the debt and equity balance.

The Company is not subject to capital adequacy monitoring by any regulatory or supervisory body.

The capital structure of the Company consists of share capital, retained camnings and revaluation

surplus as disclosed in the statement of changes in equity.
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The Managemeni Board reviews the capital structure on a semi-annual basis. As a part of this
review, based on recommendations of the Board, the Company balances its overall capital structure
through payment of dividends or new share issues.

19. FAIR VALUE OF FINANCTAL INSTRUMENTS

Fair value hierarchy

As at December 31, 2015 and 2014 the Company had no financial instruments measured at fair
value,

The following table sets out the fair values of financial instruments nol messured at fair value and
analyses them by the level in the fair value hierarchy into which each fair value measurcment is

categorized:
Fair value measurement using
Date of valuation  Quoted pfices Significant Significant Tetal
in metive observable unnhservable
markets inputy inputs
(Level 1) {Level 2) {Level 3)
Assets for which fair values
are disclosed
Cash and cash equivalents December 31, 2015 3,174,268 - - 3,174,269
Loans to customers December 31, 2015 - - 14,135,145 14,135,145
Liabilities for which fair
values are disclosed
Bormmowings December 31, 2015 - . 13,848,161 13,848,161
Oither financial habilities December 31, 2015 - - Af.349 56,349

Fair value measnrement using

Date of valuation Quoted prices Significant Significant Tuotal
in active observable unohservahle
markets inputs inputs
(Level 1) (Level 2) {Level 3)
Assets for which fair values
are disclosed
Cash and cash equivalents December 31, 2014 1424742 - - 1,424,792
Loans 1o cusiomers December 31, 2014 - . 17.400.99] 17,400,991
Liabilities for which fair
valoes are disclosed
Borrowings December 31, 2014 - - 11,623,546 11.623,546
Other financial liabilities December 31, 2014 - = 145,145 145,145
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Fair value of financial assets and liabilities not carried at fair value

Set out below is a comparison by class of the carrying amounts and [air values of the Company's
financial instruments that are not carried at fair value in the statement of financial position. The table
does not include the fair values of non-financial assets and non-financial liabilities.

Carrying Fair value Unrecognized Carrying Fair value Unrecognized
value 2015 015 gain/{loss) value 2014 2014 gain/{loss)
2015 2014
Financial assets
Cash snd cash
eguvalents 3,174,269 3,174,260 - 14247322 1,424 792
Lo (0 customiers 14,135 145 14,135,145 = 17,400,551 17,400,991
Financial liabilitics
Bormmowings 13,848,161 13,848, 161 = 11,623,545 11,623,546
Other financial labilities 56,349 56,349 - 145,145 145,145
Total nnrecognized
change in unrealized
fair value

20.

There is not any difference between the carrving amounts and fair values of the Company's financial
instruments as the interest rates are at a market rate and have not chan ged subsequent to the reporting
period.

Assets and linbilities for which fair value npproximates carrying value
For financial asscts and financial liabilities that are liquid or having a short term maturity (less than
threc months) it is assumed that the camrying amounts approximate to their fair value. This

assumption is also applicd to demaiid deposits, without a specific maturity and variable rate financial
mstruments,

Fixed and variable rate financial instruments
For quoted debt instrumients the fair values are determined based on quoted market prices. The fair

values of unquoted debt instruments are estimated by discounting future cash flows using rates
currently available for debt on similar terms, credit risk and remaining maturities.

RISK MANAGEMENT POLICIES

Management of risk is fundamental to the Company’s banking business and is an essential element
of the Company’s operations. The main risks inherent to the Company's operations are those related {o:

*  Credit risk
s  Liguidity risk
*  Market nsk

The Company recognizes that it is essential to have efficient and effective risk management
processes in place. To enable this, the Company has established a risk management {ramework,
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whose main purpose is to protect the Company from risk and allow it {o achieve its performance
obiectives. Through the risk management framework, the Company manages the following risks:

Credit risk

The Company is exposed to credit risk which is the risk that one party to a financial

fail 1o discharge an obligation and cause the other party to incur a financial Joss.

Maximum exposure

mstrument will

The Company maximum exposure to credit risk varies significantly and is dependent on both
individual risks and general market cconomy risks.

The following table presents the maximum exposure to credit risk of financial

assels. For financial

assets the maximum exposure equals to a carrying value of those assets prior to any offset or

collateral.

Loans 1o oustomers

Loans to customers

Geographical concentration

December 31, 2015

Maximum  Collateralized Net exposure after
expasuTe loans collateral pledged

14,135,143 14,135,145 -

December 31, 2014

Maximum Collateratized  Net exposure after
exposure loans collateral pledged
17,400,991 17,400,991 E

The Management exercises control over the risk in the legislation and regulatory area and assesses its
nfluence on the Company's activity. This approach allows the Company t0 minimize potential

losses from the investment climate fluctuations in the Republic of Azerbaijan. The

concentration of assets and liabilities is sel out below:

geographical

The Republic Noo-0OECD OECD December 31,
of Azerbaijan countries eountrics 2015 Total
FINANCIAL ASSETS
Cash and cash equivalents 3,174,269 3,174,269
Loumns to customers 14,135,145 14,135,145
TOTAL FINANCIAL ASSETS 17.309.414 - - 17,309,414
FINANCIAL LIABILITIES
Bomowings §24,859 13,623,302 13,848, 18]
Other financinl liabilities 56,349 - 56,349
TOTAL FINANCIAL LIABILITIES 881,208 - 11,023,302 13,904,510
NET POSITION 16,428,206 ! IJ.ﬂHJDI! 3.404,904
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The Repuhlic Non-0ECD OECD December 31,
of Azerbaijan countries countries 2014 Taral
FINANCIAL ASSETS
Cagh and cash equivalents 1,424 702 - - 1,424,792
Loans 1o ¢ustomers 17,400 551 - - 17,400,991
TOTAL FINANCIAL ASSETS 18,825 7R3 - - 18,825,783
FINANCIAL LIABILITIES
Bormrowings 813310 10,810,234 11,623 546
Other Anancial liabilities 145,145 - - 145 145
TOTAL FINANCIAL LIARILITIES 058.455 - 10,810,236 11.768.691
NET POSITION 17.867 328 - jlﬂ.ﬂlﬂ.ZEﬁ! T.ﬂSTiB!}Z
Liquidity risk ,

An analysis of the liquidity and interest rate risks is presented in the following table. The tables have
been drawn up to detail:

FINANCIAL ASSETS
Loans 1o customers

Total interest bearing
financial assets

Cash and cash equivalents
Total financial nssets

FINANCIAL
LIABILITIES

Bormowings
Total interest bearing
financial liahilities

Oither financial labilities
Total Minnncial liabilities
Liquidity gap
l'.-‘umnlatiw liquidity gap

Weighted Up to 1 month 6 months Iyearto  December 31,
average Imonth o6 months  to 1 year S years 2015
effective Totul

interest rate

29.15% AR5 A6 2,765,063 5,030,806 4 .973.650 14,135,145
465,626 2,765,063 5.930.8006 4.973.650 14,135,145
3174269 - 3,174 268
3630805 1,765,063 5.930.806 4,973,650 17309414
10.34% 13027314 320,847 500,000 13,848,161
13027314 320,847 S00,000 13,848,161
56,340 56,349
13.083.063 320,847 500.000 13,904,510

(2.443.768) 2765063 5.600.059 4,473,650

!9,443.?&3! (6,678,705 (1.068,746) 3,404,904
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As deseribed in Note 13, the Company failed to comply with the most of the financial covenants sel
by financial imstitutions as at December 31, 2015, Accordingly the management classified these
borrowings as current. The liquidity disclosure for the borrowings would have bern as follows if the
Company complied with the financial covenants set by the lenders:

Weighted Upta 1 maonth 6 months lyearto  Becember 31,
average 1 month to 6 months  to 1 vear 5 years 2015
effective Total
imterest rate
Bormowings 10.34%, 236068 2964475 4,733,933 5,853 685 13,848, 16]
Weighted Upita 1 month 6 months Lyvearto  December 31,
average I month  to 6 months  to ] year 5 years 2014
elTective Totzl
interest rate
FINANCIAL ASSETS
Loans to customers 31.20% 406,048 4 393,749 9,212 34] 3,188,753 17,400,991
Total interest hearing
financial assety 406,048 4,383,749 9212 441 3 348,753 17,400,991
Cash and cash equivalents 1,424,792 - |.424.792
Total financinl assets 1830840 4.393, 749  9.212.441 3,388,753 18,815,783
FINANCIAL
LIARILITIES
Bomrowings 11.72% 303,727 1.RR9. 377 3153314 6277128 11,623 546
Total interest bearing
linaneial liabilities 303,727 1.889.377 3,153,314 6,277,128 11,623,546
Oihier nancial habilites =145,145 - 145,145
Total financial liabilities 448,872 1889377  3.153.314 6,277,128 11,768,691
Liguidity gap 1,381 968 2504372 6,059,127 (2.BRR.375)
Comulative liquidity gap 1,381,968 3,886,340 9945467 7,057,002

The majority of the Company’s inlerest earming assets and interest bearing liabilitics arc at fixed

rates of interest,

Asset and liability maturily periods and the ability to replace interest liabilities at an acceptable cost
when they mature are crucial in determining the Company’s liquidity and its susceptibility 10
fluctuations in interest rates and exchange rates.

A further analysis of the liquidity and interest rate risks is presented in the following tables in
accordance with IFRS 7. The amounts disclosed in these tables do not correspond to the amounts
recorded on the statement of financial position as the presentation below includes a maturity analysis
for financial liabilities that indicates the total remaining contractual payments (including interest
payments), which are not recognized in the statement of financial position under the effective

inlerest rate method.
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The maturity analysis of financial liabilities at December 31, 20135 15 as follows:

Weighted Upto 1 monthto 6 monthsto 1yearto  December 31,
HVErage 1 monih & monihs 1 year 5 years 2015
effective Total
interest rafe
FINANCIAL
LIABILITIES
Horrowings 10,34% 13,027,314 31,385 403,939 A5, 495 14,068,133
Total inferest bearing
financial liabilities 13![!17.314 Jleﬁﬁ 4113,939 605,495 14,068,133
Oniher inancial liabilites 56,349 - - - 56,349
TOTAL FINANCIAL
LIABILITIES 13,083,663 31,385 403,939 605 495 14,124,482
The maturity analysis of financial liabilities at December 31, 2014 i3 as follows:
Weighted Upto lmonthte 6 monthsto 1 yearto  December 31,
average 1 month 6 months 1 year 5 years 2014
effective Total
interest rate
FINANCIAL
LIABILITIES
Borrowings 11.72% 354,884 2,300,820 3674112 7067877 13397693
Total interest bearing
financial linhilities - 354,884 2,300,820 3,674,112 7067877 13,397,693
Other financial liablities 145.145 B = 145145
TOTAL FINANCIAL
LIABILITIES 00,020 2300820 3.674.112 1067877 13,542,838

Market risk

Market risk covers interest rate risk, currency risk and other pricing risks to which the Company is
exposed. The Company measures risk by overseeing and analyzing current fluctuations and changes

in the financial markets and the economy as a whole.

Interest rate risk

The following table presents a sensitivity analysis of interest rate risk, which has been determined
based on “reasonably possible changes in the nsk variable™. The level of these changes is determined
by management and is contained within the sk reports provided to key manasement personnel.
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Impact on (loss)/profit before income tax:

As at December 3, 2015 As ui December 31, 2014
Interest rate Interest rate Interest rate Interest rate
+1%4 =1% +1% -1%,
Financial assets:
Louns to customers 141,351 (141,35]) 174,010 (E74.0100
Financial Habilities:
Borrowings (138,482) 138.482 (116,235) 116235
Net impact on (luss)/profit before
income tax 1,869 (2.86Y) 57,775 (57,713)
Currency risk

Currency risk is defined as the risk that the value of a financial instrument will fluctuate due to
changes in foreign exchange rates. The Company is exposed to the effects of fluctuations in the
prevailing foreign currency exchange rates on its financial position and cash flows.

The Company’s exposure to foreign currency exchange rate risk is presented in the table below:

FINANCIAL ASSETS
Cash and cash equivalents
Loans to customers

TOTAL FINANCIAL ASSETS

FINANCIAL LIABILITIES
Borrowings
Other financial liabilities

TOTAL FINANCIAL LIABILITIES
OPEN CURRENCY POSITION

FINANCIAL ASSETS
Cash and cash equivalents
Loans to customers

TOTAL FINANCIAL ASSETS

FINANCIAL LIABILITIES
Bormowings
Other financial Habilities

TOTAL FINANCIAL LIABILITIES
OPEN CURRENCY POSITION

AZN Ush EUR December 31,
2015
Total
67,024 3070877 36,368 3174269
7,314,657 6,816,488 . 14,135,145
7385681 0,887,365 36,368 17,300,414
1437118 11,801,750 0% 253 13,848,161
56,349 - - 36,349
1,493,467 11,801,750 609,293 13,904,510
58921114 (1.914.385) (572.915) 3404904
ATN UsD ELR December 31,
2014
Total
490,402 910375 24 015 1,424,792
12 283.815 3117176 - 17 400 991
12,774,217 6,027,551 24.015 18,825,783
2,649,703 8,633 488 3403355 11,623,546
145,145 - - 145,145
1,794,844 8,633,488 340,355 11,768,691
0,979,369 (2,605,937) (316.340) 7,057,002
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Currency risk sensitivity

The following table details the Company's sensitivity to a 10% increase and decrease in the USD and
EUR against AZN. 10% is the sensitivity rate used when reporting foreign currency risk internally to

~key management personne] and represents management’s assessment of the possible change in
foreign currency exchange rates.

The sensitivity analysis includes only outstanding foreign currency denominated monetary items and
adjusts their translation at the end of the period for a 10% change in fareign currency rates. The
sensitivity analysis includes external loans as well as loans to foreign operations within the Company
where the denomination of the loan is in a currency other than the currency of the lender or the

borrower.
As ot December 31, 2015 As at December 31, 2014
AZNUSD AINUSD AINUSD AZNUSD
+10% -10% +10% -10%
Impact on (loss)/profit before tax (191,439) 191 430 {260,504 260,594
Asat December 31,2015 As at December 31, 2014
AZNEUR AZN/EUR AINEUR  AZNEUR
+10%, -10% +10% 0%
Impact on (loss)profit before tax (57.28% 57,283 (31,634) 31,634
Price risk

Price risk is the risk that the value of a financial instrument will fluctuate as a result of changes
in market prices whether those changes are caused by factors specific to the individual security or s
issuer or factors affecting all securities traded in the market. The Company is exposed o price risks
of its products which are subject to general and specific market fluctuations.

Limitations of sensitivity analysis 5

The above tables demanstrate the effect of a change in a key assumption while other assumptions
remain unchanged. In reality, there is a correlation between the assumptions and other fuctors.

It should also be noted that these sensitivities are non-linear, and larger or smaller impacts should not
be interpolated or extrapolated from these results.

The sensitivity analysis does not take into consideration that the Company’s assets and liabilitics are
actively managed. Additionally, the financial position of the Company may vary at the time that any
actual market movement occurs. For example, the Company’s financial risk managerment stralegy
aims to manage the exposure to market fluctuations. As investment markets move past various
trigger levels, management actions could include selling investments, changing investment portfolio
allocation and taking other protective action. Consequently, the actual impact of a change in the
assumptions may not have any impact on the liabilitics, whereas assets are held at market value on
the statement of financial position. In these circumstances, the different measurement bases for
liabilitics and assets may lead to volatility in shareholder equity.
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21.

Other limitations in the above sensitivity analyses include the use of hypothetical markel movements
to demonstrate potential risk that only represent the Company's view of possible near-term marker
changes that cannot be predicted with any certainty: and the assumption that all interest rates move in
an identical fashion,

EVENTS AFTER THE REPORTING DATE

On February 3, 2016 the President of the Republic of Azerbaijan signed a decres on the
establishment of a public legal entity of the Financial Markets Monitering Board in the Republic of
Aserbaijan and Rufat Jabrayil Aslanli is appointed as the chairman of the Board of Directors of this
Hoard., Hence, “Banks”, “Non-Banking Credit Organisations”, “Insurance Companies”, “Securities
markets™ will comply with the Financial Markets Monitonng Board.

Subsequent to the reporting period, on March 31, 2016 the Company has signed a non-acceleration
agreement with the lenders. In accordance with the terms of this apreement, lenders agreed to
provide the Company with the opportunity to cure such covenant breaches and improve financial
condition of the Company by not seeking early repayment of the outstanding principal amount till
May 31, 2016. -
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