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STATEMENT OF MANAGEMENT'S RESPONSIBILITIES FOR THE PREPARATION AND
APPROVAL OF THE FINANCIAL STATEMENTS FOR THE YEAR ENDED
DECEMBER 31, 2017

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, 2017, the results of its operations, cash Nows and changes in
equity for the year then ended in accordance with International Financial Reporting Standards (“IFRS™),

In preparing the financial statements, management is responsible for:

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

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

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

Management is also responsible for:

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

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

*  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 irregularities.

The fimancial statements for the year ended December 31, 2017 were authorized for issue on May 04,
2018 by the Management Board of the Company.
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INDEPENDENT AUDITOR'S RETORT

To the Shareholders and Management of Non-Banking Credit Organization “Viator Microcredit Azerbaijan”
Limited Liability Company:

Cipinion

We have audited the tinancial statements of “Viator Microcredit Azerbaijan™ Limited Liability Company as at
31 December 2017, and the statement of profit or loss and other 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.

In our opinion the financial statements present fairly, in all material respects the financial position of the
Company as at 31 December 2017, and its financial performance and cash flows for the vear then ended in
accordance with International Financial Reporting Standards.

Bayis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditors’ Responsibilities for the audit of the Financial
Statements section of our report. We are independent of the Company in accordance with the International
Ethics Standards Board for Accountants” Code of Ethics for Professional Accountants (IESBA Code), and we
have fulfilled our other ethical responsibilities in accordance with these requirements and the IESBA Code. We
believe that the audit evidence we have oblained s sufficient and appropriate to provide a basis for our
opinion.

Other Matier

The financial statements of the Company for the year ended December 31, 2016 were audited by other auditors
who expressed opinion on those statements on March 27, 2017

Responsibilities of Management and Those Charged with Governance for the Financial Stutements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with IFRS, and for such internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error. In preparing the
financial statements, management is responsible for assessing the Company's ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless management either intends to liquidate the Company or (o cease operations, or have no
realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company's [inancial reporting process.
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Aunditors' Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial slatements as a whale are free from
miaterial misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not & giarantee that an audit conducted in accordance with
I5AS will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and frg
considered material if, individually or in the aggregate. they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements. .

As part of an audit in accordance with [SAs, we exercise professional . judgment and maintain professional
skepticism throughout the audit. We also:

» Idenrify and assess the risks of material misstatement of the financial statements, whether due to finud
or ervor, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detécting a material
misstatement resulting from fraud is higher than for one resulting: from error, as frand may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal contral:

«  Obtain an understanding of internal control relevant 1o the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
eftectivencss of the Company's internal contral:

= Evaluate the appropristeness of accounting policies used and the reasonableness of accounting estmates
and refated disclosures made by management;

*  Conclude on the appropriateness of management's use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s sbility to continue as a going concern. If
we conclude that a material uncertainty exists, we are required ta draw attention in our auditors’ report
to the related disclosures in the financial statemenits or, if such disclosures are inadequate, to modify aur
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditors’ repon.
However, future events or conditions may cause the Company to cease to continue as 4 EDINE CONCeri;

» Evaluate the overall presentation, structure and content of the financial statements. including e
disclasures, und whether the financial statements represent the underlying transactions and events: ina
manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and

timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

(4 May 2018 e e
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NON-BANKING CREDIT ORGANIZATION “VIATOR MICROCREDIT AZERBALIAN"
LIMITED LIABILITY COMPANY

STATEMENT OF PROFIT OR LOSS ANDOTHER COMPREHENSIVE INCOME
AS AT DECEMBER 31,2017

: Notes Year ended Year ended
December 31, Deceniber 31,
n7 G
Interest Ineome 15 I 80608 3,944 458
[oderest expense 15 (230,456 (919,282}
Wel interest income belore provision for impairment losses on
interest bearing assets 1,580,152 3025216
Provision lor impairment lossez on interest besring assels {1,189, 843} (3,444 008}
Met imterest income/{loss) 394,309 (419,693
SiafT costs and relaled coniributions 4, 15 (1,079,464 (12400777
General pnd adminisirative expenses 5 (533,022) (544 368)
Foreign exchange lass (64,9493) (129285
Other income, net 15,323 50,0144
Other gain 14,101
Loss belore income tax (1.257.746) (2.283.983)
Income tax cxpense fi {75,123) (90.371)
Nut loss for the vear (1,332,868) (2,374,354)
OTHER COMPREHENSIVE INCOME
liems that will not e reclassified subsequently to profit or loss
Wel gain resulting on revaluation of property and equipment It - -
[ncome tox recorded directly in other comprehensive income 7 - -
Other comprehensive income for the vear - -
TOTAL COMPREHENSIVE 1055 FOR THE YEAR Il,ﬁllﬂﬁﬂ] (2374,354)
On behalf of the Managgsien "';::i' :‘-'Ujf’*fﬂ
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NON-BANKING CREDIT ORGANIZATION “VIATOR MICROCREDIT AZERBALJAN"
LIMITED LIABILITY COMPANY

STATEMENT OF FINANCIAL POSITION
AS AT DECEMBER 31, 2017
{In Azerbatjani Manatsi

"~ Notex December 31, December 31,
2017 2016

ASSETS

Cash and eash equivalents 7 75,726 341983

Lnans 1o cpsiomers B 15 R (V5 i) 4 T.919,504

Property. and equipment 4 492,144 482,763

Delerred income Lay aysel [ 122846 186,851

Other nsselE 10 146,704 32 958
TOTAL ASSETS 5.241.504 5,964,079
LIABILITIES AND EQUITY
LIABILITIES;

Fonrronwings Pl 15 4,550,647 6,917,944

Other Habilities 12, 15 15,324 37,734

Total linbilities 4.565.971 6,055,678

EQUITY:

Charter capital 13 693,774 Hu3,774

Revaluntion surplus 196,432 213,610

Retained carnings (214.673) 1101017

Toral equity 675,533 2.008.4i1

TOTAL LTABILITIES AND EQUITY 5141504 8,964,079

Axnur Aliyeva
Executive Director

Finance Ma .,{‘}'_"

NMay 04, 2018 N\

. May D4, 2018
Ganja, the Republic of Azerbaijan === =

Cianjo, the Republic of Azerbaijan

The notes on pages 841 form an infegral part of these financial statements.




NON-BANKING CREIMT ORGANIZATION “VIATOR MICROCREDIT AZERBALJAN"
LIMITED LIABILITY COMPANY

STATEMENT OF CHANGES IN EQUITY
FORTHE YEAR ENDED DECEMBER 31, 2017
fin Azerbafiani Manars)

Charter * Revaluation Hetained Total

capital surplos earmings equiky
January 1, 2016 693,774 211,183 3,467,798 4,381,755
Net loss [or the vear - 2.3T4.554) (2,374,254)
Amnortization of revaluation surplus - (7.573) 7573 -
December 31, 2016 693,774 213,610 1.101.017 2.008.401
et boss for the year - - (1,332,868} {1,332.868)
Amortization of revaluation surplus - (17.178) 17,174 -
December 31, 2017 693,774 196,432 (214.673) (75533

On bebnlf of the "-1nnn-g|:ml:llt

Ruslan rapw
Finance Mofninger
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Glanja, the Republic of Azerbaijan

The notes on poges H-4I ﬁ'fml::u‘iﬁiﬂﬁ nI pun of these financial statements,

o




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

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER it. 2017
e Azerbatian Monals)

Motes Year ended Vear ended
December 31, December 31,
2017 6
CASH FLOWS FROM OPERATING ACTIVITIES:
Tnterest received x 1669906 028,379
Interest paid (24.436) (1,164.7449)
Loans collected [rom customers, nel 2 466,275 4537795
Fayments o employees amd suppliers (1,548.521) (1,483,936}
Taxes puid (120,772) (134,870}
Other receipts less other pnyments 16051 -
Met eash inflow from operating activities 2,241,503 4,782,619
CASH FLOWS FROM INVESTING ACTIVITIES:
Payments for propey and equipment (86,45 (1,425)
Proceeds from dispusal of proporty and equipment 51,504
Nei cash (outflow )/inflow from investing netivities (%6,450) S0,0°7%

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from borrowings
Repavment of horrowings (2.356,317) (7.0TR.661)
Mividends paid

Net cash outflow to financing activities 12,356,317) (T978.661)
Effect of cxchange role changes on cazh and cagh equivalenls (4,993 313,677
NET DECREASE IN CASH AND CASH EQLUIVALENTS {266,257) (2,832.286)
CASH AND CASH EQUIVALENTS, beglmning of the veuw 7 34,583 1, 174260
CASH AND CASH EOUIVALENTS, end of the yeor 7 75.726 341,983
El.ﬂ ([T s
= "2‘“
On hehalf of the M-wggéﬂ Bt dj, o
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Cianaa, the Republic of Azerbalfm Cranja. the Republic of Axerhaijan

The notes om paged 841 form an integral part of these financis) statements.




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

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2017
{in Azerbaijuni Mangats)

INTRODUCTION
Company and its principal activity

“Viator Microcredit Azerbaijan™ Limited Liability Company (the “Company”) is a Non-Banking
Credit Organization, which was incorporated and registered in Baku city Tax Department of Ministry
of Taxes of the Republic of Azerbaijan under the registmation 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 Azerhaijan.

As at December 31, 2017 and 2016, the Company had 6 branches and the average number of
employees was 87 and 116, respectively,

Registered address and place of business

The legal address of the Company is 133 Bashir Safuroglu Street, Baku, the Republic of Azerbaijan
and the location of its head office is N. Narimanov Ave., 132, Ganja, the Republic of Azerbaijan.

Shareholders of the Company

Viator AS {Kingdom of Norway) is the sole owner of the Company, Normisjon, a Norwegian
Evangelical Iutheran missionary organization is the ultimate controlling party of the Company as at
December 31, 2017 and 2016,

Operating Environment of the Company

The Company's operations are conducted in the Republic of Azerbaijan. As an emerging markst, at
the present time the Republic of Azerbaijan is developing business and regulatory infrastructure that
would generally exist in a more mature market economy,

Majar indicators of the Azerbaijan economy were influenced by a number of negative factors.
Considering signilicant drop in crude oil prices starting from the second half of 2014, there continues
to be uncertainty regarding the economic growth, access to capital and cost of capital m the Republic
of Azerbaijan, because Azerbaijan produces and exports large volumes of oil and gas, its ECONOIMY I8
particularly dependent on the price of oil and gas. Economic growth slowed down in 2014 and 2015
approximately 2% and 1.1%, respectively and wmed negative 3% In 2016. These factors ageravited
the economic slowdown to shift from prosperity to recession economy with high inflation and
unemployment and decreasing GDP,

The future economic direction of the Republic of Azerbaijan is largely dependent upon the
effectiveness of economie, financial and menctary measures undertaken by the Government, together
with tax, legal, regulatory and political developments, The Management is unable to predict, all
developments in the economic enviranment which would have an impact on the Company's
operations and consequently what effect, if any, they could have on the financial position of the
Company.



NONK-BANKING CREDIT ORGANIZATION “VIATOR MICRGCREDIT AZERBAIJANT
LIMITED LIABILITY COMPANY

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2017 (CONTINUED)

fln Azerbaijani Manats)
Decreasing revenues from oil exports made the Central Bank of the Republic of Arerbaijan abandon
its peg policy to the basket of US dollars and euros. In addition, CBAR devalued the Azerbaijani
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 dollars and other
major currencies by approximately 48%. The devaluation of Azerbaijani Manat continued in 2016
and resulted in 14% fall against US dollars and 9% ful] against Euro by December 31, 2016, In
January 2016, Standard & Poor's, international credit agency, downgraded long-term and shor-term
foreign and national currency savereign rating to the speculative level. Starting from February, 2016
the Central Bank of the Republic of Azerbaijan has gradually increased refinancing ratz fram 3 to
15% and the minimum capital adequacy ratio was lowered from 12% to 10%. in addition, CBAR
prevented speculations in the currency market by setting a limit on the currency exchange rate
corridor within 4% of the official rate which was revoked in 2017 and introduced limits on the
amount of foreign currency exchange.

The Azerbaijani economy is vulnerable to market downturns and economic slowdowns elsewhers in
the world. White the Government has introduced a range of stabilization measures and plans to
expedite reforms and support to banking system in response o current economic chalienges, The
Management believes it is taking appropriate measures 1o support the sustainability of the
Company's business in the current circumstances, unexpected further deterioration in the areas
described above could negatively affect the Company’s results and financial position in manner not
currently determinable,

Amidst the ongoing crisis, the zovemment of Azerbaijan shifted its oil-oriented economic policy,
dominated for two decades, to the diversification of the economy, For that purpose, a “national
strategic roadmap”™ was adopted to formulate a correct development strategy. The implementation of
the “national strategic roadmap” was assigned to the newly formed “Center for Analysis of
Economic Reforms and Communications,” the aim of ‘which is analyzing the effectiveness of
conducted reforms and making mew proposals. Ancther important structural reform was the
establishment of the “Financial Market Supervisory Authority™ to reinforce more strict, [ransparent
und flexible control over the fimancial sector by improving the regulation and fighting against illegal
financial activities.

Significant measures have been taken in custom services and taxation as well. As of | August, 20186,
new regulations 10 ensure more operative and transparent cusiom clearance (a “green comridor™ and
other access systems) were implemented, The new simplified procedures will stimulate imports and
will provide favorable conditions for business and external trade. As & continuation of reforms in
customs, the reception of e-declarations to aveid the “official-citizen contact” is being carried out. In
order to amend the existing tax system, the decree approving the “Directions of Reforms in Taxation
for 2016™ was signed, The presidential decree requires the Ministry of Taxes 1o ensure that on-site
and off-lax audits are performed within short periods of time and extend the coverage of electronic
tax sudits to lmit faceto-face contacts with taxpayers, Another impertant amendment on
monapolistic actions was made to the Criminal Code. Besides, the latest cha nges in December 2016
to Taxes Code there will be applied “transfer pricing™ against artificially exapperated expenses and
“wolumtary tax disclosure™ which highly practicable in greatest economies. Furthermaore, in order to
prevent additional exposure of financial sanctions by tax authority because of wrongly calculated tax
liability, the mechanism of “datermination of tax liability in advance™ will be activated. Along with
them, implementation of electranic invorces will play an important role in prevention of tax evasion
and will impact on positively on tax system optimization.

Over the long term, Azerbaijan will benefit from production from the new gas fields, which is
expected to come online in 2018,
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NON-BANKING CREDIT ORGANIZATION “VIATOR MICROCREDIT AZERBALJAN"
LIMITED LIABILITY COMPANY

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2017 (CONTINUED)
{In Azerbaijant Mangiy)

2. SIGNIFICANT ACCOUNTING POLICIES

Statement of compliance

These financial statements of the Company have been prepared in accordancs with International
Financial Reporting Standards (“IFRS™) issued by the Interational Accounting Standards Board
{"IASB™) and Interpretations issued by the [International Financisl Reporting Interpretations
Committee (TFRIC™).

Going concern

These fimancial staterments have been prepared on the assumption that the Company is a going concern
and will continue in operation for the foreseeable future,

During last year's there was significant change of Azerbaijani Manat (“AZN") against USD, adversely
affected the customer”® ability to service the loans denominated in US dollars. The Company experienced
significant difficulties in collecting the loans issued to these customers and number of non-performing
loans increased as a result. On the other hand, the Company’s significant part of the borrowings was
denominated in foreign eurrencies, which were significantly increased in AZN equivalent as a result of
devaluation. These factors together with the slowdowns in the economy caused to the serious liquidity
problems for the Company, as, the mismatch between the projected cash inflows from lending activities
and cash outflows 1o the lenders in the short run resulted in breach of covenants as stipulated in borrowing
agreements, The management of the Company was able to negotiate the terms of borrowing agreements
with lenders, and on August 2016 the lenders and the Company signed imter-creditor agreement on
standstill and restructuring of repayment terms, The management believes that short-term liquidity
problems will not affect the Company”s ability to continue as a going concern. as no ereditor will take any
enforcement action with respect to any debt from the date of this agreement; therefore the financial
statements do not include any adjustments that might result from the situation described above.

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

Other basis of presentation criteria

These financial stalements are presented in Azerbaijani Manats (“AZN"), unless otherwise indicated.
These financial stalements have been prepared under the historical cost convention, except
meastiremanl at a fair value of certain financial (nstruments and measyrement of buildings
revalued smounts according to IFRS,

The Company maintaing its accounting records in asccordance with the laws of the Republic of
Azerbaijan. These financial statemenis 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 [neluding reclassifications of certain assets and
ligbilities, income and expenses to appropriate financial statement captions.

The principal accounting policies are set out below:

Recognition of interest income and expense

Interest income and expense are recognized on an accrual basis using the effective interest method.

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, 2017 (CONTINUED)

(In Azerbafian! Manais)
The effective interest method is a method of caloulating the amortizéd cost of a linancial asset or a
finaneial liability (or group of financial assets or financial liabilities) and of allocating the interest
income ar interest expense over the ralevant 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 interest Tate,
transaction costs and other premiums or discounts) through the expected life of the financial
instrument or, when appropriate. & shorter period to the net carrving amount of the financial asset or
tinancial lability,

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

Interest earned on assets al fair value is classified within interest income,
Financial instruments

The Company recognizes financial assets and liabilities in its statement of financial position when it
becomes a party o the contractual obligations of the instrument. Regular way purchases and sales of
financial assets and liabilities are recognized using setlement date accountin I

Financial assets and financial liabilities are initially measured at fair value, Transaction costs that are
direetly attributable to the acquisition or issue of financial dssets and financial liabilities (other than
financial assets and financial liabilities at fair value through profit or loss) are added to or deducted
from the fair value of the financial assets or financial liabilities, as appropriate, on initiul recognition,

Transaction costs directly atiributable to the acquisition of financial assets or financial linbilities at
fair value through profit or loss are recognized immediatel ¥ i profit and logs accounts.

Financial assets

Financial assets are classified into the following specified categories: financial assets “at fair value
through profit or loss” (FVTPL), “held-to-maturity™ investments, “loans and reccivables” 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 recoivablas

Loans and receivables are non-derivative financial assets with fixed or determinable pavments (hat
are nol quoted in an active market. They are not entered into with the intention of immediate or
shart-term resale and are not classified as trading securities or designated as invesiment securities
available-for-sale. Such assets are carried at amortized cost using the effective interest method,

Gains and losses are recognized in profit and luss accounts when the loans and receivables are
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 ot the measurement date in the pringipal or, in its

11



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

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2017 (CONTINUED)

fin Azerhaijoni Manars)
absence, the most advantageous market to which the Comipany has access at that date. The fair value
ol a liability reflects its non-performance risk.

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

If there is no quoted price in an active market, then the Company uses valuation techniques that
maximize the use of relevant observable inputs and minimize the use of unobservable inputs.

The chosen valuation technique incorporates all of the factors that market participants would take
1nio account in pricing a transaction.

All assets and liabilities for which fair value is measured or disclosed in the financial statemsnts are
categorized within the fair value hierarchy, described as tollows, based on the lowest level input that
is sipnificant 1o the fair value measurement as a whole:

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

*  Level 2 - Valuation techniques for which the lowest level input that is significant to the fair
vidlue measurement [s directly or indirectly observable;

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

For assets and liabilities that are recognized in the financial statements on a recurring basis, the
Company determines whether transfers have occurred between Levels in the hierarchy by re-
assessing categorization (based on the lowest level input that is significant 1o the fair value
measurement 45 & 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 1o an insignificant risk of changes in value. Amounts, which relate to funds that are
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 assels.

Loans granted by the Company are initially recognized at a fair value plus related transaction costs.
Where the fair value of consideration given dogs 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 fair 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 al amortized cost using the effective interest method, Loans to
customers are carried net of any allowance for impairment losses,




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

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2017 (CONTINUED)

{In Azevbaijani Munais)
Reclassification of financial assets

If a non-derivative financial asset cloassified 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 one
of the following cases:

A finarcial asset that would have met the definition of loans and recéivables above may be
reclassified to loans and receivables category i1 the Company has the intention and ability to hold
it for the foreseeable future or until maturity;

. Other financial assels muy be reclassified to available-for-sale or held-to-maturity categories only
in rare circumstances.

A financial asset classified as available-for-sale that would have met the definition of loans and
receivables may be reclassified to loans and receivables category if the Company has the intention and
ability to hold it for the foresecable future or until maturity.

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 asset 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 ocourred aller the initial recognition of the asset (an incurred “loss event™) and
that loss event (or events) has an impact on the estimated tuture 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 borrower or a group of borrowers is experiencing significant financial difficulty,
default or delinquency in nterest or principal payments, the probability that they will enter
bankruptcy or other financial reorganization and where observable data indicate that there is a
measurable decrease in the estimated future cash flows, such as changes in arrears or 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 assets that are individually significant or
collectively for financial assets that are not individuaily significant.

Objective evidence 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;

» signiticant fnancial difficulty of the borrower supported by financial information at the
Company's disposal;

# it becoming probuble that the borrower will enter bankruptcy or other financial
reargani zation;
worsening national or lecal economic environment effecting the borrower,

»  breach of contract, such as a default or delingquency in interest or principal payments;

» the lender, for economic or legal reasons relating to the borrower's financial difficulty,
granting to the borrower a concession that the lender wouold not otherwise consider,
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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 risk
characteristics and collectively assesses them for impairment.

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

The main criterion used for determining objective evidence of loss from impairment of loans to
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
fimancial assets since the initial recognition of those assets, although the decrease canmot vel 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 barrawers
who have reached their credit limit and are paying the minimum monthly amount), national or local
economic conditions that correlate with defaults on the assets in the group (for example, an increase
in the unemployment rate in the geographical ares of the borrowers, a decrease in property prices for
martgages in the relevant area, a decrease in oil prices for loan assets to oil producers, or adverse
chianges in industry conditions that affect the borrowers in the group).

H there is objeetive evidence that an impairment loss has been incurred, the amount of the loss s
measured as the difference between the assets” carrying amount and the present value of estimated
future cash flows. The carrying amount of the assel is reduced through the use of the provision
account and the amount of the loss is recognized in the statement of comprechensive income,

The present value of the estimated future cash flows is discounted at the financial assel’s original
effective interest rate. If @ loan has variable interest rate, the discount rate for measuring any
impairment loss is the current effective interest rate. The calculation of the present value of the
estimated future cash flows of a collateralized financial asset reflects the cash flows that may result
from foreclosure less costs for obtaining and seiling 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 characteristics and on their past-due status and assessed accordingly. The collectively
assessment methodology strives to ensure the provision for impairment reflects the loss events that
nave occurred, but have not vet been identified on an individual loan basis,

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

Using these data sets as inputs, the management then determines the new set of rates to be used for
the next & month period.
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Future cash flows in a group of loans that are collectively evaluated for impairment are estimated on
the: basis of historical loss experience for loans with credit risk characteristics 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
current conditions that did not affect the period on which the historical loss experience is based and
to remove the elfects of conditions in the historical period that do not exist currently. Estimates of
changes in future cash flows reflect and are directionally consistent with changes in related
observable data from period to period (Such as changes in unemployment rates, property prices,
commodity prices, payment stalus or other factors that are indicative of incurred losses in the Eroup
and their magnitude). The methodology and assumptions used for estimating future cash flows are
reviewed regularly to reduce anv differences between loss estimates and actual loss experience,

H. in & subsequent period, the amount of the impairment loss decreases and the decrease can be
related objectively to an event occurring 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.

In case of a write-off of the uncollectible loan and relating interest, the Company shal] take
necessary and adequate steps, envisaged by law, custom of business turnover or agrecment, 1o
collect this eutstanding foan,

Renegotiated loans

Where possible, the Company seeks 1o restructure loans rather than to take possession of colluteral,
This may involve extending the payment arrangements and the agreement of new loan conditions.

Onee the twrms have been renegotiated, the loan 1s no longer considered past due. Management
continuously reviews renegotiated loans to ensure that all criteria are met and that future payments
are likely to occur, The loans continue to be subject to an individual or collective impairment
assessment, calculaled using the loan’s original or current effective interest rate.

Write-off of loans 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 transfers 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 rewards of ownership and continues to control the transferred asset. the Company
TECORNIZEs its retained interest in the asset and an associated liability for amounts it mity have 1o pay.
If'the Company retains substantially all the risks and rewards of ownership of a ransferred financial
asset, the Company continues (o recognize the financial asset and also recognizes a collaterslized
barrewing for the proceeds received.

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

On de-recognition of a financial asset other than in its entirety (for example when the Company
retains an option to repurchase part of the transferred asset or retains a residual interest that does not
tesult 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 1o recognize under continuing involvement, and the part it no longer recognizes on the
basis of the relative fair values of those parts an the date of the transfer. The difference between the
carrying amount allocated 1o the part that is no longer recognized and the sum of the consideration
received for 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 continues to be recognized and the part that is no longer recognized on the basis
of the relative fair values of those parts.

Financial liabilities and equity instruments

Debt and equity instruments are classified us either financial liabilities or as equity in sccordance
with the substance of the contractual arrangements and the definitions of a financial liability and an
equity instrument.

Equity instraments

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

Financial liabifities

Financial liabilities are classified as either financial lisbilities “at FVTPL™ or “other financial
liabilitles",

FYTPL

Financial liabilities are classified as FVTPL when the financial liability is either held for trading or it is
designated as at FVTPL,

Financial liabilities at FVTPL are stated at fair value, with any gains or losses arising on re-
measurement recognized in profil 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
mcome/(10ss)” line item in the statement of comprehensive income.

Other financial liabilities

Other financial liabilitiés 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 un effective vield basis.

The effective interest meéthod is o method of calculating the amortized cost of & financial liability and
of allocuting interest expense over the relevant period. The effective interest rate is the rate that
exactly discoums estimated fulure cash payments through the expected life of the financial liability,
or (where appropriate) 4 shorter period, 1o the net carrying amount on initial recognition,

=
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Borrowings

Borrowings are recorded when maoney are advanced to the Company by counterparty lenders. The
non-derivative liability is carried al amortized cost. If the C ompany purchases its own debr, it iy
removed from the statement of financial position and the difference between the carrying amount of
the liability and the consideration paid is included in gains or losses arising from early retirement of
dehi,

De-recognition of financial liabilities

discharged, cancelled or they expire. The difference between the carrying amount of the financial
liability derecognized and the consideration paid and payable Is recognized in profit and loss
BCCOUNTS,

The Company derecognizes financial liabilities when, and only when, the Company’s obligations are

Offset of financial assets and Habilities

Financial assets and liabilities are offset and reported net on the statement of financial pasition when
the Company has a legally enforceable right to set off the recopnized amounts and the Company
intends either to settle on a net basis or 1o realize the asset and settle the liabilit v simultaneously. In
accounting for a transfer of a financial asset that does not qualify for de-recognition, the Company
does not offset the transferred asset and the associated liability,

Property and equipment

Property and equipment, except buildings, are carried &t historical cost less agcumulated depreciation
and any recognized impairment Joss, if any. The estimated useful lives, residual values and
depreciation methad are reviewed at the end of each reporting period, with the effect of any changes
in estimate accounted for on a prospective basis at the following annual rates;

Buildings 2:5%
Vehlcles 20005
Computers and equipment 33.0%
Furniture and fixtures 0.0
Othier psscts 25.0%

Expenses refated 10 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
loss. If any such indication exists; the recoverable amount of the asset is estimated in order to
determine the extent of the impairment loss (if any). Where it is not possible 10 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 revalusd amounts, heing the fair
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 carrying amount does not

—3
—a
|
a differ materially from that which would be determined using fair values at the reporting date.
=i}
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Markel value of property 1s assessed using the market approach method which involves analysis of
market sales prices for similar real estate property which was also equal to the fair value of building
under IFRS 13

Any revaluation increase arising on the revaluation of such buildings is credited 1o the property
revaluation reserve, excepl 1o the extent that it reverses a revaluation decrease for the same psset
previously recognized as an expense, in which case the increase s credited to the statement of
comprehensive income to the extent of the decrease previously charged. A decrease in carrving
amount grising on the revaluation of such buildings is charged as an expenze (o the extent that it
exceeds the balance, if any, held in the properties revaluation reserve relating 10 a previous
revaluation of that usset,

Depreciation on revalued buildings is charged to the statement of comprehensive income.
Revaluation surplus is transferred 1o retained earnings 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 smount, adjusted for the fax effect relating to the
surpluos.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than fis
camrying amount, the carrying amount of the asset (or cash-generating unit) is reduced to its
recoverable amount. An impairment loss is recognized immediately in profil and loss accounts,
Where an  impairment loss subsequently reverses, the carrying amount of the assat
(or a cash-generating unit) is increased to the revised estimate of its recoverable amount, but so tha
the increased carrying amount does not exceed the carrying amount that would have been determined
had no impairment loss been recopnized for the asset (or cash-generating unit) in prior years.
A reversal of an impairment loss is recognized immediately in profit and loss accounts,

An item of property and equipment is deérecognized upon disposal or when no [ulure economic
benefits are expected 1o 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 delermined as the difference betwesn
the sales proceads 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 EXpUnSse.

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 income because it excludes items of income or
expense thal are taxable or deductible in other years and it further excludes items that are tover
taxable or deductible, The Company's current tax expense is calculated using tax rates that have been
enacted or substantively enacted by the end of the reporting period.

Deferrsd tax is the tax expected to be payable or recoverable on differences between the carrving

amounts of assets and liabilities in the financial staternents and the corresponding tax bases used in
the computation of taxable profit, and is accounted for using the balance sheet liability method.

—
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Deferred tax liabilities are generally recopnized 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 differsnces can ba utilized. Such assets and linhilities are not recogmized
if the temporary difference arises from goodwill or from the initial recognition (other than in a
business combination) ol other assets and ligbilities in a transaction that affects neither the tax profit
nor lhe accounting prolit,

The carrying amount of deferred tax assets s 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 parl
of the asset to be recovered.

Deferred tax is caleulated at the tax rates that are expected to apply in the period when the liability 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 credited directly to equity. in which case the
deferred tax is also deall with in equity.

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

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

=  Deferred 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 Azerbaijan 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 it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation and a reliable estimate of the obligation can be made.

The amount recopnized as a provision 12 the best estimate of the consideration required to settle
the present obligation at the end of the reporing period, taking inte account the risks and
uncertainties surrounding the obligation. When a provision is measured using the cash flows
estimated to settle the present obligation, its carrying amount 15 the present value of those cash flows
{where the effect of the time value of money is material).

When some or all of the economic benelits required to settle a provision are expected 1o be recovered
from a third party, a receivable iz recognized as an asset if i1 is virtually certain that reimbursement
will be received and the amount of the réeceivable can be measured reliably.

Retirement and other benefit obligations
o accordance with the reguirements of the legislation of the Republic of Azerbaijan state pension
systemn provides for the caleulation of current payments by the emplover as a percentage of current

total payments to staff. This expense is charged in the period the related salaries are eamed, Upon
retirement all retirement benefit payments are made by the state social protection fund to employees.
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The Company does not have any pension arrangements separate from the state pension svstem of the
Republic of Azerbaijan, In addition, the Company has no post-retirement benefits ar other significant
compensated benafits requiring acerual.

Contingencies

A contingent asset is not recognized in the statement of financial position but disclosed when an
inflow of economic benefiis is probable. Contingent liabilities are not recognized in the statement of
finaneial position but are disclosed unless the possibility of any outflow in setflement is remote.

Charter capital

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

Dividends that are declared afler the reporting date are trealed as a subsequent event under
International Accounting Standard 10 “Events after the Reporting Date” (“IAS 107) and disclosed
aceordingly,

Foreign currency iranslation

The functional currency of the Company is the currency of the primary economic enviromment, in
which it operates. The Company’s functional currency is AZM.

Financial assets and labilitics denominated in foreign currencies are translated into AZN at the
appropriate spof rates of exchange of the CBAR ruling at the end of reporting date. Foreign currency
transactions are accounted for ar the exchange rates prevalling at the date of the transaction. Profits
and losses arising from these translations are included in foreign exchange translation gain/{loss)
account.

Rates of exchange

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

December 31, December 31,

017 e
1 rHD.I'.I'LEN !?U{” I.??D?
Cl1IR/ATN 20387 1.8644

Critival accounting judgments and key sources of estimation unecertainty

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. Manapement evaluates its
estimates and judgments on an ongoing basis, Management bases its estimates and judgments an
historical 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
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conditions, The following estimales and judgments are considered important 1o the portrayal of the
Company's linancial condition,

Allowance for impairment of loans fo customery

The Company regularly reviews its loans to assess for impairment. The Company’s Joan impairment
provisions ore established to recognize incurred impairment losses in its ponfolio 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 peried 1o period as the assumptions about future defaull rates and valuation of
potential losses relating to impaired loans and receivables are based on recent performance
experience, and (i) any significant difference between the Company’s estimated losses and actual
losses would require the Company o récord provisions which could have a materia] impact on its
financial statements in [uiure periods,

The Company uses managemeatit’s judgment to estimate the amount of any impairment loss in cases
where o borrower has financial difficulties and there are few avallable sources of historical data
relating to similar borrowers. Similarly, the Company estimates changes in future cash flows basad
on past performance, past customer behavior, observable data indicating an adverse change in the
payment status of borrowers ina group, and national or Jocal 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 logns. The Company uses management’s judgment to adjust observable data for a group of
loans to reflect current eircumstances not reflected in historical data.

The sllowances for impainnent of financial assets in the fnancial statements have been determined
on the basis of existing economic and political conditions. The Company is not in a position 1o
predict what changes in conditions will take place in country and what effect such changes might
have on the adequacy of the allowances for impainment of fintnein] assets in future periods.

The amount of the allowance for impairment of foans to costomers was AZN 4,502,913 and
AZN T, 147354 as ar December 31, 20017 and 2016; respectively.

Recoverability of deferred tax assets

The carrying value of deferred tax assets amounted 10 AZN 122,846 and AZN 186,85] as at
December 31, 2017 and 2016, respectively,

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

Useful life of property and equipment

The Company assesses the remaining useful lives of items of property and equipment at lenst at each
financial yvear-end. [f expectations differ from previous estimates, the changes are accounted for ns a
change in an accounting estimate In accordance with 1AS 8 “Accounting Policies, Changss in
Accounting Estimates and Errors™, These estimates may have a material impact on the amount of the
carrying vilues of property and equipment and on depreciation recognized in profit or loss.
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Current tnxes

Azerbaijani tax, currency and customs legislation is subject to varying interpretations and changes
occur frequently. Further, the interpretation of tax iegislation by tax authorities as applied to the
transactions and activity of the Company may not coincide with that of management. As a result, tax
authorities may challenge transactions and the Company may be assessed additional taxes, penalties
and interest, which can be significant. Periods remain open 10 review by the tax and customs
authorities with respect to rax liabilities for three calendar years preceding the vear of review. Linder
certain eircumstances reviews may cover longer periods,

STANDARDS AND INTERPRETATIONS ISSUED AND NOT YET ADOPTED

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

Annual Improvements to IFRS Standards 2014-2016 Cycle contains amendments to three
International Financial Reporting Standards (IFRSs) as result of the TASB's annual improvements
project.

Standard Subject of amendment

[FRS | “First-time Adoption of Deletion of short-term exemptions for the firsi-time adopters: The
Trterniatienzl Financial Reporting amendments delete the short-term exemptions in [FRS 1 thal relate
Stunchards” o IFRS 7, 1AS |9, IFRS 12and TAS 27

IFRS 12 “Disclosure of Interests in Clarification of the scope of the Standard; [FRS 12 states that un entity
Oither Entities™ need nof provide summurised lnancial information tor interesta in

subsidiaries, associstes o joini ventures tha) are classified as held for
dile. The amendment clarifics that this is the only concession from
distlosure requirements of [FRS 12 for such intorests.

IAS 28 “Investments in Associales and  Measuring an associate or joint venture & fair value: The amendments
Joint Ventures"” clarify that the election to measure at fair value through profit or loss
an investment in un associate or w joint venture that is held by an
entity that is a venture capital organisation, or other qualifving entity,
is available for each investment in an associate or joint venture on an
investment-by-investment basis, upon initial recognition.

The amendments to IFRS | and TAS 28 are effective for annual periods begin on or after January | 2018,
the amendment to IFRS 12 for annual periods beginning on or afler January 1, 2017,

The IASB and FASB have issued their joint revenue recognition standard, IFRS 15 “Revenue
from Contracts with Customers™, which replaces all existing IFRS and US GAAP revenue
requirements. [FRS 15 specifies how and when an IFRS reporter will recognize revenue as well as
requiring such entities to provide users of financial statements with more informative relevant
disclosures. The standard provides a single, principles based five-step model to be applied to ail
contracts with customers. IFRS |5 was issued in May 2014 and applies to an annual reporting period
beginning on or after January 1, 2018. Earlier application is permitied.

Amendments to TAS 40 “Transfers of Investment Property” are intended 1o clarify that an entity
can only reclassify a property to/from investment property when, and only when, there is evidence that
a change in the use of the property occurred. The amendments are effective for periods beginning on or
after January |, 2018. Earlier application is permitted. An entity applies the amendments to changes in
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use that oceur on or after the beginning of the annual.reporting period in which the entity first applies
the amendments, Retrospective application is also permitied if that is possible without the use of
hindsight,

IFRIC 22 “Foreign Currency Transactions and Advance Consideration™ addresses foreign currency

transactions or parts of transactions where: i

*  there is consideration that is denominated or priced in a foreign currency;

*  the entity recopmizes a prepayment asset or a deferred income liability in respect of that consideration,
in advance of the recognition of the related assel, expense or income; and

* the prepayment asset or deferred income Hability i Non-monetary,

The Interpretations Committeé came to the following conclusion that the date of the transaction, for the
purpase of determining the exchange rate, is the date of initial recognition of the non-monetary
prepayment asset or deferred income lability. If there are multiple payments or receipts in advance, a
date of transaction is established for each payment or receipt. The interpretation applies to annual
reporting periods beginning or after January 1, 2018, Earlier adoption is penmitted.

IFRS 9 “Financial Tnstruments™ issued in November 2009 and amended in October 2010 introduces
new requirements for the classification and measurement of financial assets and financial liahilities and
for de-recognition.

IFRS 9 requires all recognized financial assets that are within the scope of [AS 39 “Financial
Instruments: Recognition and Measurément” 1o be subsequently measured at amortized cost or fair
value. Specifically, debt investments that are held within o business modal whose objective is to
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 debi investments and equity investments are
measured at their fair values at the end of subsequent accounting periods;

The most significant effect of IFRS 9 regarding the classification and measuremant of financlal
liabilities relates 1o the accounting for changes in fir value of & financial liability [desigriated s at
fair value through profit or loss) attributable to changes in the credit risk of that liability
Specifically, under TFRS 9, for financial liabilities that are designated as at fair value through prafit
or loss, the amount of change in the fair value of the financial linbility that is attributable to changes
in the credit risk of that liability is recognized in other compreiensive income, unless the
recognition of the effects of changes in the liability’s credir risk in other comprehensive income
would create or enlarge an accounting mismatch in profit and loss accounts. Changes in fair value
attributable to a financial liabilitys credit risk are not subsequently reclassified 1o profit and loss
accounts. Previously, under IAS 39, the entire amount of the change in the fair value of the financial
liability designated as at fair value through profit and Joss accounts was recognized in profit and
loss accounts,

IFRS @ s effective for anmual periods beginning on or after Jamuary 1, 2018,

Amendments (o IFRS 2 “Share-Based Payment” — The [ASE have published final amendments 10
IFRS 2 “Share-based Puyment” that clarify the ¢lassification and measurement af share-based pavment
transactions. Classification and Measurement of Share-hased Payment Transactions contains the
following clarifications and amendments:

Accounting for cash-settled share-based payment transactions that include a performance condition

Until issue of these amendments, IFRS 2 contained no guidance on how vesting conditions affect the
fair value of liabilities for cash-settled share-based payments. TASB has now added guidance that

]
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introduces accounting requirements for cash-settled sharg-based pavments that follows the same
approach as used for equity-settled share-based payments.

Classification of share-based payment transactions with net settlement features

The IASB has introduced an exception into TFRS 2 so that a share-based payment where the entity
settles the share-based payment arrangement net is classified as equity-settled in its entirety provided
the share-based payment would have been classified as equity-sentled had it not included the net
settlement feature.

Accounting for modifications of share-based payment transactions from cash-settled to equity-setiled

Until isspe of these amendments, IFRS 2 did not specifically address situations: where a cash-settled
share-based payment changes to an equity-settled share-based payment because of modifications of the
terms-and conditions, The IASB has introduced the following clarifications:

-On such modifications, the original lability recognized in respect of the cash-settled shars-based
payment is derecognized and the equity-senled share-based payment is recognized at the modification
date fair value to the extent services have been renderad up to the modification date;

-Any difference between the carrying amount of the liability as at the modification date and the amount
recognized in equity ut the same date would be recognized in profit and loss immediately,

The amendments are effective for annual periods beginning on or after January 1, 2018. Earlier
apphication is permitted.

IFRS 16 “Leases”, which specifies how and IFRS reporter will recognise, measure, present and
disclose leases. The standard provides a single lessee sccounting model, requiring lessees to recognise
assets and liabilities for all leases unless the lease term is [2 months or less or the underlying assst has
a low value. Lessors continue to classify leases as operating or finance, with IFRS 16°s approach to
lessor accounting substantially unchanged from its predecessor, [AS 17

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

The Management is considering the implications of these standards, their impact on the financial
staternents and the timing of its adoption by the Company.
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4. STAFF COSTS AND RELATED CONTRIBUTIONS

Staft costs and related contributions comprise:

Year ended Yeor ended
December 31, December 31,
017 016
Wages and salaries 749971 928.492
Allowances. incentives and other bencfity 104, 142 #3.635
Compulsory social security obligations 181,351 235,630
Total staff costs and related contributions 1,079,464 1,240,777

5.  GENERAL AND ADMINISTRATIVE EXPENSES

General and administrative expenses comprise:

Year ended Yeur ended
December 31,  December 31,

2017 2016

Securily expenses 40626 71,373
Bank commission 41,50 ], 62
Rant expensus 33372 56,6055
Taxes olber than Income tax expense 24,926 53,045
Office supplies 43,946 4n.616
Depreciation R6,375 40,681
Legal anel court fees 67, 690 401,258
Pusiness wip expenses 19,952 33,936
Profossional services and [ees 20,673 30,956
Repiir snd mointenance 16,0735 14,882
Transportalion expenses {15 18,439
Litilities 26,525 15,675
lraining exponses 1,622 9,822
Membership feey 25,760 04586
Communication expenses 5,978 T.600
Institutional development costs 6,277 7,596
Insurance expenses 413 3,917
Others 40,715 14,790

Total general and administrative expenses 533,022 544,368

fi. INCOME TAXES

The Company measures and records its current income tax payable and its 1ax bases related 10 assets
and liabilities in secordance with the statutory tax regulations of the Republic of Azerbaijan where the
Company operates, which differ from [FRS,

| The Company is subject 1o certain permanent tax differences due to nof-tax deductibility of certain
expenses and certain income being tieated as non-taxable for tax pUrposes.

Deferred taxes reflect the net tax effects of temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for 1ax purposes,
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Temporary differences as at December 31, 2017 and 2016 relate mostly to different methodstiming of
income and expense recognition as well as to temporary differences gencrated by taxation bases'
differences for certain assets and liabilities

Tax legislation of the Republic of Azerbaijan in particular may give rise to varying interprefations
and amendments. In addition, as managernent’s interpretation of tax legislation may differ from that
of the {ax authorities, transactions may be challenged by the tak 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,
2017 016
Deductible temporary differences:
Lovans Lo customaers 31496344 014,336
Oher liabilitles - 37,734
Othier zasits 76,520 1,794
Total deductible temporary differences 3,572 864 7053 864
Taxable temporary differences:
Property and equipment (54 4440 (112,017
Borrowings (7.334) {67,524
Tatal taxable temporary differences {61,778) (179.537)
Met deductible temporary differences LE11L08A G.B74.327
Deferred tas asset @l the statutory Wux mie 02,317 1,374 865
Deferred tax adset not recognized (579.371) (L18%.014)
Net deferred tax asset 122,846 186,851
The effective tax rate reconciliation is as follows:
Year ended Yeuar ended
December 31, December 31,
2017 2016
Losz before income (ax (1,257.74h) (1.I83.983)
Income tax henefitat the sututory 1ax e 20% 251,549 456,797
Tax effect of permanent dilferences - (10,38K)
Chunge in deferred tax ussel not recognized (3266711 (5367801
Income tax ¢xpense {75,121} (90.371)
Current ingome lox cxpense (1L117) (134,870)
Change in'the deferred wx assels (64,005 44,4099
Income tax expense (75.122) (90,371}
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December 31, December 3,
) a7 2016
Deterred income tax asset
186,851 142,352
Bepinning of the period
{6, (05) 44450
Change in deferred income tax balances recognized in profit and loss
accounts
Change in the deferred income tox recognized in other components af
comprehensive income
End of the period 122.846 186,851

CASH AND CASH EQUIVALENTS
Cash and cash equivalents comprise:

December 31, 2007 December 31, 2006

(ash on hand 2351 4,428
Bulances in hank necounls TLHETS ¥37.555

Total cash and cosh equivalents 75.7206 341.983
LOANS TO CUSTOMERS

Loans to customers are issued primarily to customers located within the Republic of Azerbaijan.

December 31, 2017 December 31, 206

Luans (o cugtomers U7, 003 L3, 066,858
Less: Allowanee for loan impairmient (4,502,915) (7,147,354
Totzl loans (o cusiomers 4,404,088 7919504

Movement in the allowance for impairment of loans to customers isas follows:

December 31, December 31,
2017 016
Provision at the beginning of the year 7,047,354 3, 719400
Additional provisions recognized |, 189,843 344,000
Write-oft of loans (3,834,282} (16,955}
Provision at the end of year 4,502,915 7,147,354

27



=
=

==

NON-BANKING CREDIT ORGANIZATION “VIATOR MICROCREDIT AZERBALIANT

LIMITED LIABILITY COMPANY

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2017 (CONTINUED)

(I Azerbaijani Menats)

Customers operate in the following economic sectors:

December 31, %% Decembier 31, “a
2017 2016
Livaans 10 eustomers — sgriculture 1,411,953 . 19 3,295 849 42
Loans to customers — rade B8, 341 34 2550552 32
Loans o customers — others 1,683,754 43 2064, 103 26
Total loans to customers 4,404,088 10 7,919,504 100
Information about collatera] at December 31, 2017 is as follows:
Lozsinsg to Luans fo Lunns to recember 31,
Customers - customers - cuslivmers - 27
agricoltore trmde others Tatal
Loang colluteralized by,
~Jewellery 577820 439,796 hdd 151 661,797
- personal guarantee 1,334,133 J68.545 1.039.613 2,742,291
Total loans to
customers 1,911,953 B8, 341 1,683,794 4,404,088
Information about collateral wl December 31, 2016 is as follows:
Loans to lLoans to Loans 1o Drecember 31,
cuslomirs - rustomers - cusfomers - 2016
agriculture trade others Total
T
= jewallery 1,090 228 1.543.645 1242160 4 776,033
= personal 1305621 [ 5.907 B21,943 3,143,471
Totul loans (o
cHstomers 1,295 849 1,559 553 2,064,103 7919504
Analysis by credit quality of loans outstanding as at December 31, 2017 is as follows:
Loans to Loins tn Lipans to December 31,
CcUstomers - customers - customers - 2007
spriculture trade others Tuotal
Collectively assessed
Mot past due 852,063 Fauz4 G799 H 2342 804
Owverdue:
Less than | moath overdue
14,824 449 T.474 22,347
| $o 3 months overdue |.7RO 632 3610 1,043
3o 6 momths overdue 11,724 2446 13,070 27.240
B to 12 months overduo £3353 10,714 29325 93,39
Chver-12 months overdue 2.913.562 1140007 2,359,504 0413173
Total gross collectively
assessed loans A B4R, 206 1,663,802 3,394,905 59“1!1}[].1
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Less: pravision for loan

impaiTmen

Total loans
CUstOmers

Loans (o Lovans 1 Leans 1o December 31,
customers - customers - customers - 217
agriculiure trade other Tatal
| {1.936,253) (#55,534) (LT 10R) (4,302,915}
lo
1,911,953 B08,338 1.683.797 4,404,088

Analysis by credit quality of loans outstanding as at December 31, 2016 is as follows:

Lians to Laoans to Loans to December 31,
CUstOmers - CUstomers - customers - 216
agriculture trade ather Total
Collectively nssessed
Mt pust due 1360534 1160834 D5R.E13 3,479,981
Chverdue;
Lesy than 1 month
overdue 91,386 49,440 03,732 206,558
b1 3 months overdoe E3.253 55,031 50,630 188,923
Jiu b months overdye 136,848 113,137 BR. 701 3TRT46
Golo 12 manths overdue L F000 934,250 381,058 2,536,308
Owver 12 months overdue 3,648,327 2,730,597 1957418 8,326,342

Total gross collectively

assessed lo

Less! provisi
impulnment

ans 6,341,148 5,023,289 3,701,421 15,066,858

Total loans to

CUSTRmers

L.oans to Loans to Loans to December 31,
CUSTOMErs - customers - customers - 016
agriculbure trade other Total
on for loon
(3,045,269) (2463,737)  _ (1,638,318) (1147354}
3205849 1,559,552 2,064,103 7.919,504

As at December 31, 2017 and 2016 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, 2017 and 2016, there was no aggregate loan per borrower which individually
exceeded 1% of total balance of lpans to customers. The Company mainly lends micro and smal|
credits 1o individuals and Individual entrepreneurs.

Included in loans to customers AZN 323,778 and AZN 1,299,003 as at December 31, 2017 and
2016, respectively. represent accrued interest receivable,

As al December 31, 2017 and 2016, a maximum credit risk exposure on loans to cuslomers
amounted to AZN 4,404,088 and AZN 7,919,504, respectively,

24



NON-BANKING CREDIT ORGANIZATION “VIATOR MICROCREDIT AZERBALIAN™

LIMITED LIABILITY COMPANY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2017 (CONTINUED)
{In Azerbaifoni Maorars)

9. PROPERTY AND EQUIPMENT

Property and equipment comprise:

Land and Vehicles Computers Furniture Orihver assets Tuotal
buildings and and fixtures
equipment

At revalued/initial

cost
Jomuary 1, 2016 458,941 213,473 58,208 17325 68.707 Al6.654
Revaluation - - - - . -
Additions - - - - 1,425 1,425
[Dispoisals - {131 B1H) (B89 (B55) {1,723) (135.283])
December 31, 2016 458,741 81,657 57319 26,470 68,409 692,796
Additions T, 40 5,063 263 10322 86,450
[Maposals - (11,907 {13.337) {1,309 {11050 {37,823}
December 31,2017 529,741 69,750 48,815 35426 67681 741,423
Accumulnted

depreciation
January 1, 2016 - 175,685 53404 23376 S0, 760 303,155
Charge for the vear 11505 16,650 3,642 3508 6,067 40,681
Eliminated on

disposal - {130,871 (B89 (806} (1,357} (133,921
December 31, 2016 11,505 61,473 56,187 24,778 56,070 2105
Charge for the year 62,264 G455 6,197 1.514 f645 86,375
Eliminated on

disposal (21,187} (13,5549 (]300 £ 11,0501 (47, 103}
December 31, 2017 73,769 49,741 48,815 25283 51,665 249283
MNet book value
December 31, 2017 455,972 w0y - 143 16016 492,140
December 31, 2016 447436 20,184 1,132 1,692 12,339 482,783
January 1, 2016 458,941 37,788 4.774 3,949 17,247 523,399
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1L

The Company's buildings are represented by premises which were valued by an independent firm of
valuers as at December 31, 2016, The valuation, which was performed in sccordance with IFRS 13
“Fair Value Measurement”, was arrived at by reference to market evidence of transaction prices for
similar properties.

As at December 31, 2017 and 2016, no property and equipment were pledged as a security for the
borrowings.

Details of the Company’s buildings and information about the fair value hicrarchy as at December 31,
2017 and 2016 are as follows:

December 31, 2017 December 31, 20016

Level 2 Fair value Level 2 Euir value
Land snd Buildings 455,972 455.972 447,436 447436
Tuotal 455,972 455,972 447,436 447,436
OTHER ASSETS
Other assets comprise:
Pecember 31, December 31,
2017 ule
Other non-financial assets;
Prepaid taxes 140,049 3394
Orther prepayiments 6,635 1.564
Total other nssets 146,704 32,958
BORROWINGS
Borrowings comprise;
December 31, December 31,
2017 016
Borrpwings from (oci] instittions 94,753 I52.670
Borrowings from foreign institutions 4,455 864 6,565 165
Total borrowings 4,550,647 6,917,944

Included in borrowings AZN 8,896 and AZN 19,876 as at December 31, 2017 and 2016. respectively
represent acerued interest pavable,

On August 5, 2016, the Company signed the inter-creditor agreement with lenders. In relation to this
agresment no creditor will take any enforcement action with respect to any debt from the date of this
agreement until all Joans have fully been repaid to each creditor, Each creditor agrees to reduce the
rate of interest payable in respect of its loan to 3% effective as of August 1, 2016. All borrowed
funds had been converted 1o US dollars at the rate of exchange USD 1.00 = EUR 0.8948 and 1USD
1.00 = AZN 1.5851, as at August 1, 2016, respectively, The repayment schedules were rescheduled
as well, During the restructuring period, the Borrower may obtain new debt or equity financing for
its pperations from domestic or international sources,
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14,

OTHER LIABILITIES

Other liabilities comprise:

December 3, December 31,
2017 2016
Other Ooancia labilities:
Accruals for unused vacations 5.324 18,558
Accrued expenses T 000 19,176
Tuotal other Habilities 15,324 37,734
CHARTER CAPITAL

As ot December 31, 2017 and 2016 charter capital consisted of 100 shares with par value of
AZN 6,937 74 ¢ach, Vintor AS {(Kingdom of Norway) owns 100% shares of the Company.

COMMITMENTS AND CONTINGENCIES

Compliance with requirements of the CBAR

The Company has o comply with rules and requirements set by the CBAR in accordance with the
Law on Noen-Banking Credit Organizations and other normative acts, The Company was in
compliance with the rules and requirements set by the CBAR as at December 31, 2017 and 2016,

Capital commitments

The Company had no material commitments for capital expenditures outstanding as at December 31,
2017 and 2016.

Legal proceedings

From time to time and in the normal course of business, claims agamst the Company may be received
from customers and counterparties. Management is of the opinion that no material unacerued 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 often interpret the tax
legistation 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 authorities can use the clarifications issued by the judicial bodies that
have introduced 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
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also lead 1o temporary taxable differences occurred dug to loan impairment provisions and income
tax liabilities being treated by the tax authorities as understatement of the tax base. The management
of the Company is confident that applicable taxes have all been accrued and, consequently, creation

of respective provisions is not required.

Cienerally. mxpayers are subject to tax audits with respect to theee calendar vears preceding the year
of the audit. However, completed audits do not exclude the possibility of subsequent additiona) tax
sudits performed by upper-level tax inspectorates reviewing the results 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 liabilities may be extended beyond the three vear term set forth in the tax

legislation, if & court determines that the 1axpayers have obstructed or hindered a tax inspection,

I15. TRANSACTIONS WITH RELATED PARTIES

Related parties or transactions with related parties, as defined by [1AS 24 “Related party disclosures”,

represent:

fa)  Parties that direetly, or indirectly through one or more intermediaries; control, or are contralled
by, ‘or are under common control with, the Company (this includes parents, subsidiaries and
fellow subsidiarics); have an interest in the Company that gives then significant influence over

the Company; and that have joint control over the Compiny;

(b) Associates — enterprises on which the Company has significant influence and which is neither a

subsidiary not a joint ventire of the investor;
(e} Joint ventures in which the Company is a venturer;
(d) Members of key management personne! of the Company or its parent;
{e)  Close members of the family of any individuals referred to in (a) or (d);

(f)  Parties that are entities controlled, jointly controlled or signifieantly influcnced by, or for which
signilicant voting power in such entity resides with, directly or indirectly, any individual referred

tin (d)or (2); or

(g) 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, attention {5 directed to the substance of the
relationship, and not merely the legal form. The Company had the following transactions outstanding

as at December 31, 2017 and 2016 with related parties:

December 31, 2007

“Normlsjon Viator AS Key
management
personnel

Balances

L.oons 1o custinmers - - 30349

Borrowings 168,350 - .

Other liabilities - - -
Transactions

Interest ineotme - - 074

Interest cxpense 13.277 - -

Non«Interest expense - ¥ 198,154
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16.

17.

December 31, 2016

*Normisjon Viator AS Key
management
personnel

Balances

Loans 1o custonyerd . - 21,389

Barrronwings 265,541 - -

{nher Hubilities - - 17
Transactions

[nterest income - - 1,

Interest expense 24,633 - -

Mor-interest expense . - 193 907

*Normisjon Region East and Normisjon Nordland Fiendom AS are two separite legal entities and
affiliated parties of Normisjon network.

CAPITAL MANAGEMENT

The Company manages its capital to ensure that it will be able to continue as a going concern while
maximizing the return to sharsholders 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 only requirement of the CBRA is a minimum amount of share capital of AZN 300,000

The capital structure of the Company consists of share capital, retained eamings and revaluation
surplus as disclosed in the statement of changes in equity.

The Management Board reviews the capital structure on a semi-annual basis. As a part of this

review, based on recommendations of the Board. the C ompany balances its overall capital structure
through payment of dividends or new share issues.

FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value hierarchy

As at December 31, 2017 and 2016 the Company had no financial instruments measured at fair
valug,

The lollowing table sets out the fuir values of financial instruments niot measured at fair value and
analyses them by the level in the fair value hierarchy into which each fair value measurement is
caterorized:
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Fair value measurement using

Date of valuation Cuoted prices Signilicant Significant Tatal
in sctive ohservable unohservable
markels inputs inputs
iLevel 1) {Level 2) (Level 3)
Assets for which fair values
are disclosed
Cash and cush equivalenis Detember 31, 2017 75,726 - - 75,726
Loans to customars December 31, 2017 - . 4 404,088 4404088
Liahilitics for which fair
values are disclosed
Borrowings December 31, 2017 - - 4,550,047 4,580,647
her linoncia! lobilities December 31, 2017 - a 15,324 15324

Fair value measurement using

Date of valuatlon  Quaoted prices Significant Significant Tatal
in active ahservable unohservahle
muarkets inputs inpuis
(Level 1) (Level 2) (Level 3)
Assets for which Tair values
are diselosed
L ash and cash equivalents December 31, 2016 341,987 - = 341,983
[Loans 1o custemers Deoember 31, 2016 B . 7-919,504 7919, 504
Liabilities for which Fair
values are disclosed
Borrowings December 31, 20106 - . 6,917,943 6,917,944
Crther Ginancial Habiliies December 31, 2016 - - 37,734 37,734

Fair value of financial assets and labilities not carried ail Fair value

Set out below is s comparisen by class of the carrying amounts and fair values of the Company’s financial
instruments that are not carried at fuir value in the stalement of financial position. The table does not
include the fair values of non-financial assets and non-financéial liabilities.

Carrying Fair value Unrecognized Carrying Fair value Unrecognized
value 2017 7 gain/(loss) value 2006 2016 gain/ loss)
T 206G
Financial sssets
Cush and cash
equivalents 75,726 8716 - 241,983 341,985 -
Loans [ qustomaers o, 404,088 4404 088 - 7.919,504 T 504 -
Finuncial liabilitbes
Bosrrowings 4. 550,647 4,530,647 - 29175944 6,917,944 .
Onher lingneial liabilities 15,324 15.324 - 37,734 37714 ~
Total unrecognized
change in unrealized
fair value - -
35
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8.

There is not any difference between the carrving amounts and fair values of the Company’s finangial
mstruments as the interest rates are at a market rate and have not changed subsequent 1o the reporting
periodd.

Assets and liabifities for which fair value approximates carrying value

For financial assels and financial liabilities that are tguid or having a short term maturity (less than
three months) it is assumed that the carrying amounts approximate o their fadr value. This
assumption is also applied to demand deposits, without a specific maturity and variable rate financial
instruments,

Fixed and variable rate Ninancinl instruments

For quoted debt instruments the fair values are determined based on quoted market prices. The fair
values of unquoted debt instruments are estinvated by discounting future cash flows using rates
currently available for debl 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 clemen
of the Company's operations. The main risks inherent to the Company’s operations are those related to:

s Credin nisk

Liguidity risk

Marlket risk
The Company recognizes that it is essential 1o have efficient and effective risk management
processes in place. To enable this, the Company has established a risk management framework.

whose main purpose is to protect the Company from risk and allow it to achieve its performance
objectives. Through the risk management framewerk, the Company manages the following risks:

Credit risk

The Company is exposed o credit risk which 15 the risk that one party to a financial instrumnent will
fail 1o discharge an obligation and cause the other party to incur a financial loss.

Maximum exposure

The Company maximum exposure 10 credit risk varies significantly and is dependent on both
ndividual risks and peneral market economy risks.

The following table presents the maximum exposure to credit risk of Anancial assets. For financial

assefs the maximum exposure eguals to-a carrying value of those assets prior to any offset or
collateral,
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Becember 31, 2017

Mmximum Collateralized  Net exposure afrer

exposure by liquid sssets  collateral pledged

Loans 1o customers 4.404,088 1963, 1494 2,441, 894
December 31, 2016

Maximum Collateralized Net exposure aller

EXposure by ligguid assets  collnteral pledged

Loans to customers 7.919,5G4 4,776,033 314347
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Geographical concentration

The Management exercises contral over the risk in the legisiation and regulatory area and assesses its
influence on the Company's activity. This approach allows the Company to minimize potential
losses from the investment climate fluctuations in the Republic of Azerbaijan. The geographical
concentration of assets and liabilities is set out below

The Republic OECH December 31,
of Azerbaijan countries w7
Total
FINANCIAL ASSETS
Unsh and cash equivalents T3 T8 - 75,726
Lcans (o customers 410 088 - £.404. (185
TOTAL FINANCIAL ASSETS 4,479,814 - 4,479,814
FINANCIAL LIABILITIES
Borrowings B4. 783 4,455 4564 4.3530,647
Crther financial Habilities 15,324 - 15,324
TOTAL FINANCIAL LIABILITIES 110,107 4455864 4565971
NET POSITION 4,369,707 (4,455,564) ALY,
The Republic OECD December 31,
of Azerbaijan countriss I6
Total
FINANCIAL ASSETS
Crzh and eash equivalents 341,983 g 341,583
L.oans to customers TO19.504 - 7919 304
TOTAL FINANCIAL ASSETS 8,261,487 - 8,261,487
FINANCIAL LIABILITIES
Borrowings 332,679 G.565,265 6.5917.944
Other fimancial [fubilitics 37,734 - 37.734
TOTAL FINANCIAL LIABILITIES 390413 6,568,265 0,955,078
NET POSITION TRT1.074 [6.565.265) 1,305,809
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Liquidity risk

An analysis of the liquidity and interest

been drawn up to detail:

FINANCIAL ASSETS

| ns to custemers

Tutal intercst bearing
financial assels

Cash apd exsh equivilents

Total Tinancial sssety

FINANCIAL
LIABILITIES
Borrowings

Total interest bearing
Tinancial liabilitles

Other financlal lakilities
Tatal financial Habilities

Liguidity gap

Cumulmtive liquidity gap

FINANCILAL ASSETS
Lisins 1o eustomiers

Total interest bearing
Meancial assets

Cash and cagh equivalents
Total finuncial assets

FINANCIAL
LIABILITIES

Borrowings:

Total intervst bearing
finuncial linbilities

Other fnancial Habilites
Total financial liabilties
Liguadity gap

Cumulative lguidity gap

rate risks is presented in the following table. The tables have

Weighted Up 1o I manth i months 1 vear to Over 5 December 51,
average Tmonth  to6 months  to 1 vear Svears years m7
effective Total

Imterest rute

¥ .80% LEISTOT 711,491 | (I G K37,795 - 4404088
1,825,707 11491 1009095 #57,795 - 440488
75,726 - = - - 15,726
1,901,433 TILA91 1009095 857,795 4,479,514
5% [4,184 55,544 I0L9TE 2,176,763 L.IB2. 184 4 550,647
144,184 655, 544 391,972 176,763 1,142, 184 4550647
15324 - - - . 15,324
159,508 655,544 391,972 2176763 1,182,184 4,365,971

1.7T41 925 55,947 617,123 (LIT18.968F (1142184

1,741,925 L797.872  3.414,995 1,096,027 (86,157)

Weighted Lpio I month 6 months 1 year in Over5  December 31,
average 1 month to 6 months o | yenr 5 years years 2o
effective Total

interedt rate

30.39% 3283016 1279415 |.E14 572 1540, 135 2,366 708504

_ 3283016 1279415 1814572 1,540,135 2366 7,919,504
341,983 . - - - 341,987
3,624.999 1279415  1814,572 1,540,135 21,366 B.261487
5,550 219190 596,566 SUSBBO 3309139 1797164 6.917.944
219190 996,566 395,880 3309139  1,797.169 6,917,944
37704 - - - 37,734
IS6.834 996,566 595 880 3,309,139 1,797,169 6,955,678
1308075 282,849 [ 218602 | L7ow 004 I 794.8113)
JI6E.075 3,650,924 4869616 3,100,612 1, M5,809
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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 oversesing and snalyzing current fluctuations and changes
in the financial markets and the economy as a whaole.

Interest rate risk
The tollowing table presents a sensitivity analysis of interest rate risk, which has been determined

based on “reasonably possible changes in the risk variable” The level of these changes is determined
by management and is contined within the risk reports provided 1o Key management personnel

Impuact on loss before income tax;

As al December 31, 2017 As at December 31, 2016
Interest rate Interest rate Interest rate Interest rate
+1%a 1% +1 % 1%
Finuncinl assets:
Luans 10 susimers 44,040 (0407 79085 (79, 105)
Financial linbilities:
Bt ings (45,506 43,506 169179 69,179
Net impact on loss before income
laxy i1.466) 1. 466 10,016 (10,016)

Currency risk

Currency risk is defined as the risk that the value of a financial instrumem will fluctuate die ta
changes in foreign exchange rates. The Company is exposed 1o the effects of fluctuations in the
prevailing loreign currency exchange rates on its financial position and cosh Nows.

he Company’s exposure 1o foreign currency exchange rate risk is presented in the able below:

AN LsD ELR December 31,

7
Tutal

FINANCIAL ASSETS

Cash and cash equivalents 43,4933 31,230 563 75,726

Laoans b customers 3512068 892.0X0 = 4404088

TOTAL FINANCIAL ASSETS 3.556,001 923.250 563 4479814

FINANCIAL LIABILITIES

Borowings 4,783 4,455,804 - 350647

Otker Aranelul Bakiliies 15,324 - - 15,324

TOTAL FINANCIAL LIABILITIES 10,107 4455564 - 4,.5654971

OPEN CURRENCY POSITION 3,445,894 (3,532.014) 563 (86, 157)

The tollowing table details the foreign currency exchange rate risk as at December 31, 2016

39




UdUUENd NNV RN WD

NON-BANKING CREDIT ORGANIZATION “VIATOR MICROCREDIT AZERBALIANT

LIMITED LIABILITY COMPANY

NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBER 31, 2017 (CONTINUED)
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AZN USD EUR December 31,
' 2016
Total
FINANCIAL ASSETS
Cash and cash equivalents 179,765 161,330 B6H 341,953
Loens to customens 4934153 2,991,351 - 7919504
TOTAL FINANCIAL ASSETS 5107918 3152701 i a268 8,261,487
FINANCIAL LIABILITIES
Borrowingy 332679 6,365263 - 6,917,944
(nher linancial liabilities 37,73 - - S
TOTAL FINANCIAL LIABILITIES 390,413 6,565,263 - 6,955,674
OPEN CURRENCY POSITION 4,717,505 (3412,564) Huk 1,305,809

Currency risk sensitivity

The following table details the Company's sensitivity to a 10% increase und decrease in the USD apnd
EUR against AZN. 10% is the sensitivity rate used when reporting foreign currency risk internally 1o
key management personnel and represents management’s assessment of the possible change in
foreign cumrency exchange rates.

The sensitivity analysis includes enly owtstanding foreign currency denominated monetary items and
adjusts their translation at the end of the period for a 10% change in foreign eurrency rates. The
sensitivity analysis includes external loans as wel! as loans to forsign operations within the Company
where the denomination of the loan is in & currency other than the currency of the lender or the
borrower.

As at December 31, 2007 As ot December 31, 2016
AZN/USD ATNUSD ATNUSD AZNAISD
+1 0% =10%%s +10% -10%%
Impact o loss belfore (353.261) 333,261 (341,256) 341,256

As at December 31, 2007 As at December 31, 2016
AINEUR AINELUR ATINELUR  AZNEUR
+10% =10 +10%% 10
Impact on loss belore tax .11 156) B7 (K71

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 indlvidual security ot its
issuer or factors affecting all securities traded in the market. The Company is exposed to price risks
of its products which are subject to general and specific market fluctuations.

Limitations of sensitivity analysis

The above tables demonstrate 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 factors.

It should also be nuted that these sensitivities are non-linear, and larger or smailer impacts should not
be interpolated or extrapolated from these resulls.
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The sensitivity analysis does not take into consideration that the Company’s assets and liabilities are
actively managed. Additionally, the financial positian of the Company may vary at the time that any
actual market movement occurs. For example, the Company's financial risk munagement siralegy
aims to manage the exposure to market fluctuations. As investment markels move past various
irigger levels, management actions could include selling investments, changing investment portfolio
allocatipn and taking other protective action, Consequently, the actual impact of & change in the
assumptions may not have any impact on the liabilities, whereas assets are held at market value on
the staterment of financial position. In these circumstances, the different measurement bases for
linbilities and assets may lead to volatility in shareholder equity.

Other limitations in the above sensitivity analyses include the use of hypothetical market movements
to demonstrate potential risk that only represent the Company’s view of possible near-term market
changes that cannot be predicted with any ceértainty! and the assumption that all interest rates move in
an identical fashion.

EVENTS AFTER THE REPORTING FERIOD

No significant events have occurred after reporting period.
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