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STATEMENT OF MANAGEMENT'S RESPONSIBILITIES FOR THE PREPARATION AND
APPROVAL OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31,2018

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

Management is responsible for the preparation of the financial statements that present fairly the linnncial
position of the Company as at December 31, 2018, the results of its operations, cash flows and changes in
equity for the year then ended in accordance with International Financia| Reporting Standards ("IFRS™)

In prepaning the financial stalements, management is responsible for:

*  Selecting suitable accounting principles and applying them consistently;

&  Making judgments and estimates that are reasonable and prudent;

*  Stating whether IFRS have been followed, subject to any material departures disclosed and explned
in the financial statements, and

e  Preparing the financial statements on a going concern basis, unluss il s inupproprate 1o presume il
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 intemal conlrols,
throughout the Company,

*  Mainmining proper accounting records that disclose, with reasonable accuracy at any time, the
financial position of the Company, and which enable them to ensure that the financial statemets of
the Company comply with IFRS:

«  Maintaining statutory accounting records in compliance with legislation and accounting standards o
the Republic of Azerbaijan,

Taking such steps as are reasonably available o them to safeguard the assets of the Company: and

e  Detecting and preventing fraud. errors and other irregularitics.

The financial stalements for the year ended December 31, 2018 were authorized for issue on April 300200
by the Management Board of the Company.

Aynur kllﬂvq

Emcuﬂvuh }"" ' ol Findnge Munagor
April 30, WML 5O April 30, 2019
Ganja, Iju. prutﬂm‘m I';zf:ﬂ:m’[‘nn Ganja, the Republic of Arerbaijan
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INDEPENDENT AUDITOR'S REPORT

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

Opinion

Ve have audited the financial statements of “Viator Microcredit Azerbaijan” Limited Liability Company as
a 3] December 2018, and the statement of profit or lass and other comprehensive income, statement of

chanees m equily and statement of cash flows for the year then ended, and a summary of significam
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 2018, and its financial performance and cash flows for the vear then ended in
accordance with International Financial Reporting Standards.

Basis 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 cur other ethical responsibilities in accordance with these requirements and the IESBA
Code. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Emphasis of matier

We draw your attention to Note 3 - Summary of significant accounting policies and Note 19 - Risk
management policies. [FRS 9 replaces IAS 39 “Financial Instruments — Recognition and Measurement™. On
adoption, the Organization has applied the requirement of IFRS 9 retrospectively without restating the
comparatives. The difference between previously reported carrying amounts as of 31 December 2017 and
new carrying amounts as of | January 2018, mainly arising from impairment, has been recognized in opening
retained earnings.

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

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 to cease operations, or have no
realistic alternative but to do so.

Those charged with governance are responsible for oversecing the Company's financial reporting process.




Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and 10 issue an suditors’ report that includes our vpinion
Reasonable assurance is 4 high level of assurance, but is not a guarantee that an audit conducted in accordance
with 15As will always detect a materinl misstatement wlen it exists, Misstatements can arise from fraud or erroy
and are considered material if. individually or in the aggregate, they could reasonably be expected 1o influence
the economic decisions of users taken on the basis of these linancial statements

As part of an audil in accordance with ISAs, we exercise professional judgment and g prodcasiong
skepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the financial statements, whether due to Fraudd
error, desien and perform audit procedures responsive to those risks, and obtain audit evidence that ix
sufficient and appropriate to provide a basis for our opinion. The risk ol not detecting a material
misstatement resulting from fraud is higher than for one resulting from erfor, a5 fraud may involi
collusion, forgery, intentional omissions, misrepresentations, of the override ol interpal contl

= Obuin an understanding of internal control relevant to the audit in order to design audit procedures thal
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Company s internal control;

e FEvaluate the appropriateness of accounting policies used and the reasonableness of accounting estima.-
and related disclosures made by management;

» Conclude on the appropriatencss of management’s use of the going concemn basis ol secountil =
based on the audit evidence obtained, whether a material uncertainty exists related to events or coiit
that may cast significant doubt on the Company s ability to continue #s o going concern. IT we conelude
that a material uncertainty exists, we are required to draw attention in our auditors™ report to the relates
disclosures in the financial statements or, it such disclosures are inndequare, o modity our opirien
conclusions are based on the audit evidence obtained up to the date of our auditors” report. M ey
firture events or conditions may cause the Company [0 cease to continue as it gOINg conceri

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

We communicate with those charged with governance regarding, among other matters, the plimned scope and
timing of the audit and significant audit findings, including any signilicant deficiencies in internal comra! i
we identify during our audit.

30 April 2019

Baku, Republic of Azerbaijan . G
A/ 2K 1




NON-BANKING CREDIT ORGANIZATION “VIATOR MICROCREDIT
AZERBAIJAN" LIMITED LIABILITY COMPANY
STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

AS AT DECEMBER 31, 2018
fin Azerbaijani Manars)

Notes Yeur ended Year ended
December 31, 2018 Necembyr 31, 2017

Interest income galculated using the effective inferest | LD | M
Interest experise L18A0d) [ 230450

Mel interesi income before provision for impalrment

fosses on interest bearing assets : 1,420,530 1580152
Provision for impairment losses on interest bearing ussets 711,138 ANELR AR
Nel inferesi imcome - 2131668 a4 M
Safl coses and reloted contributions 5 (B87.061) (107404
Greneral and administrative expenses i (367.921) [&33.0330
Foreign exchanpe gain'(loss) 1 ¢ Gk W4T
Crher income, net 25,780 |3
Trhas i boss ¥ main (241 ,834)

Iscome | Loss) before income lax GO0,7135 LS. T
[=crme 1wy e pense 7 128,5060) ¥

Nel incomed{loss) for the vear 5315049 LB N0N)

Other comprehensive income for the year, net of tax =

TOTAL COMPREHENSIVE INCOME/{LOSS) FOR
THE YEAR 531,809 (1,332,868

On helial of the Ma nagerri_é_n'! Brardze, -

T8k ~
|2 =] iy T S
, | [ =,
Aynur Aliyeva _ ‘*.g}"‘-'ﬁ:f" 5 ¢ o ey
Exceutive Direetor i M Finanke Manager
April 30,2019 2 e April 30, 2019
Cinnja, the Repubiic of Azerbaijan— Granjn, the Republic of Aceromyun

The notes on pages 8-36 form an imegral pact of these Anancial staeiments




NON-BANKING CREDIT ORGANIZATION “\:IAT{}R MICROCREDIT
AZERBAIJAN” LIMITED LIABILITY COMPANY

STATEMENT OF FINANCIAL POSITION
AS AT DECEMBER 31, 2018

{In Azerbaijani Manats)

Notes  December 31. 218 December 31, 2017

ASSETS
Cash and cash equivalents 3 241,497 15,720
Loans (o customers 9 4050309 b (HEH
Property and equipment [0 468,321 492144
Assats held for sale 3,000
Deferrad imcome tax asset 7 24,588 33 B f
Other assets S| F o003 [ e il
TOTAL ASSETS 4,878,766 5,241,504
LIABILITIES AND EQUITY
LIABILITIES:
Bormowings e, 3063 145 T
Other Habilities 13 12,456 A3
Toial liabilities ‘- ‘-J"'ﬁ Jraa £30397)
EQUITY:
Charter capisal 14 AU3.T74 FO3T7
Revaluation surplus 79254 [ 46457
_ Remined camings 29639 2 TR
Tatal equity 2667 675513
TOTAL LIABILITIES AND EQUITY 4.578.766 241,54

On behall of the Management Board ;-

Avnur Aliveva
Executive Director

April 30,2019 AN
Ganfa, the Republic ﬂfﬁz,:rba];.,ul 5

April 30,2019
Caanja, the Republic ol Azcrbaijon

The niotes on pages 8-36 form an IIIlL'E_{‘Il] part of these finoneial stalements,

i




NON-BANKING CREDIT ORGANIZATION “VIATOR MICROCREDIT
AZERBALJIAN" LIMITED LIABILITY COMPANY
STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2018
fln Azerbatjani Mandrs)

Charter Revaluation -  Retained Tuul
capital surplus enrnings equity
January 1, 2017 693,774 213,610 1.101,017 208,401
Net loss for the vear = . (1,332 868) (1.332.808)
Amortization of revaluation surplus - (17.178) FT.AT7E
December 31, 2017 693,774 196,432 (214,673) 675,533
Impact of adopting IFRS 9 at 1 January 20138 - - (304.675] (MH.675)
Restated balance at | January 2018 693,774 T 196432 (S10348) 370NN
Net profit for the year - 531 R09 531804
Amortization of revilustion surplus - (T 178) 17,178
December 31, 2018 693,774 179,254 20,639 12607

On bebalf of the Management Board:

Avaer Aliveva ¢
Executive Director _ Finjnee /M inager
. /
April 30, 2019 N, 8 24 April 30, 2019
Ganja. the Republic of Azerbafjan—— 7 Ganja, the Reépublic of Azcrbaijan

The notes on pages 8-36 form an integral part of these financial statemants.




NON-BANKING CREDIT ORGANIZATION “VIATOR MICROCREDIT
AZERBALJAN" LIMITED LIABILITY COMPANY
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2018
{In Azsrbartioni Manats)

MNotes Year ended Year ended
December 31, 2014 December 31,2007

CASH FLOWS FROM OPERATING ACTIVITIES;

Interest received [ 6T5,373 (TR AT
Interast paid (24,251) (241 30
Loons collected from customers, net 229.39(0) 2466275
Payments 1o employees and suppliers (1,233.404) {1,548, 520
Tuxes pald (e 1o
(ther receipts |ess other pavments | 16,622 [0
 Net eash inflow from operating activities 63,930 e 2 QR TI

CASH FLOWS FROM INVESTING ACTIVITIES:

Payments lor property and squipment ) B i ISA300 [ ]SFE Il
Neteash outlMow to investing activities {15,431 18O 451

CASH FLOWS FROM FINANCING ACTIVITIES:

Repsymemtof borrowings (382,817 =238
Net cash outflow to financing activities (582,817) (2356317}

Effzct of exchange rate chanpges on cash and cash

equivalents 18 TRRY
NET INCREASE/(DECREASE) IN CASH AND CASH o

EQUIVALENTS 165,771 (266.257)
CASH AND CASH EQUIVALENTS, beginning of the

..F'Eﬂr T5 70 EH ”H.-
CASH AND CASH EQUIVALENTS, end of the year 8 241,497 o

O hehalf of the Munagemen' Bon

- %

Aynur Aliveva "=y F L = rayey

Executive Director \‘/ L A ) Fin Manager

April 30, 2019 o _Z April 30,2019

Ganja, the Republic of Azerbaijan—- Ganja. the Republic of Azerbaijan

The notes on pages %-36 form an integral part of these finwicial stalements,




NON-BANKING CREDIT ORGANIZATION *VIATOR MICROCREDIT AZERBALIANT
LIMITED LIABILITY COMPANY
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2018
{In Azerbaijan Manais)

1. INTRODUCTION
Company and its principal activity

“Viator Microcredit Azerbaijan”™ Limited Liability Company (the “Company™) is & Non-Banking Credil
Organization, which was incorporated and registered in Baku city Tax Department of Mimstry of Taxes of the
Republic of Azerbaijan under the registration number TINT400163551 on - December 30, 2002 The Compiany
is regulated by the Central Bank of the Republic of Azerbaijan (the “CBRA™) and conducts 15 business imle
special license number 136-QB. The Company's primary business consists ol loan arigimation. ider (e
existing license the Company does not have the right to obtain cash deposits as collateral. Tl heal olfive ol
the Company is located in Ganja, the Republic of Azerbaijan.

As a1 Décember 31, 2018 and 2017, the Company had 6 branches and the average number ol employess was
69 and 87, respectively.

Registered address and place of business

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

Owperating Environment of the Company

The Company s operations are primarily located in Azerbaijan. Consequently, the Company s exposad 10 1
economic and financial markets of Azerbaijan which display characieristics of an emerging market. The lozt!
tax and regulatory frameworks continue development, but are subjeet to varying interpretations and freguent
changes which together with other legal and fiscal impediments contribute to the challenges faced by entities
operating in Azerbaijan, In addition, the recent significant depreciation of the Azerbaijani Manat, and the
reduction in the global price of oil, have increasad the level Of uncertainty in the husiness enviranment.

The financial statements reflect management’s assessment of the impact of the Aeerbiijni husiie s
environment on the operations and the financial position of the Company. The future business enyirnimern i
differ from management’s assessment.

2.  SIGNIFICANT ACCOUNTING POLICIES
Statement of compliance

These financial statements of the Company have been prepared in accordance with Inteenational Financiul
Reporting Standards (“IFRS™) issued by the International Accounting Standards Board (“1ASH™) and
Interpretations issued by the International Financial Reporting Interpretations Committee ("TFRICT)

Going concern

These financial statements have been prepared on the assumption that the Company s a going concern dind will
continue in operation for the [oreseeable future.

Other basis of presentation eriteria

These financial statements are presented in Azerbaijani Munats (“AZN™), unless othérwise indicated [ hose
financial statements have been prepared under the historical cost convention. except measurement il a Filovili
of certain financial instruments and measurement of buildings at revalued amounts aceording 10 TFRS

The Company maintains its accounting records in accordance with the laws of the Republic of Azerbaijm
These financial statements have been prepared from the statutory accounting records and have been adjusted 1o
conform 1o IFRS. These adjustments include certain reclassifications to reflect the cconomic substance ul
underlying transactions including reclassifications of certain assets and liabilities, income and expenses fo
appropriate financial statement captions.




NON-BANKING CREDIT ORGANIZATION “VIATOR MICROCREDIT AZERBALIAN"
LIMITED LIABILITY COMPANY
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2018
fin Azerbaijoni Manars)

The principal accounting policies are set out below:
Recognition of interest income and expense
Interest income and expense are recognized on an acerual basis using the effective interest method

The effective interest method is a method of ealculating the amortized cost of a financial asset or a financial
liability (or group of financial assets or financial labilities) and of allocating the interest ineame or inferest
expense over the relevant period.

The effective interest rate is the rate that exactly discounts estimated future cash payments or receipts (including
all fees on peints paid or received that form an integral part of the effective interest rate, transaction costs ane
other premiums or diseounts) through the expected life of the financial instrument or, when approprae, &
shorter period Lo the net carrying amount of the financial asset or financial liability.

Once & financial asset or a group of similar financial assets has been writicn down (partly written down) us a
result of an impairment loss, interest income i§ thereafier recognized using the rate of interest used to diconn
the future cash flows for the purpose of measuring the impairment loss.

Interest earned on assets at fair value is classified within interest income.
Fimawncisl instruments
The Company recognizes financial assets and liabilities in its statement of financial position when it becomes »

party 1o the contractual obligations of the instrument, Regular way purchases and sales of Fimaneul ansets ai
liabilities are recognized vsing sertlement dateaccounting.

Financial assets and Gnancial Liabilities are initially measured a1 fir value. Transacnion costs that are ot
attributable to the acquisition or issue of financial assets and financial liabilities (other than financial assers and
finuncial liabilities at fair value through profit or loss) are added to or deducted from the fair value of the
financial assets or financial liabilitics, as appropriate, on mitial recognition.

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

IFRS ? Financial Instrumenis

As a result of the adoption of IFRS 9, the Organization has adopted consequential amendments 10 IAS |
“Presentution of Financial Statements”, which require separate presentation in the statement of profit or loss
and other comprehensive income of interest revenue calculated using the effective interest methad. Previoushy

the Organization disclosed this amount in notes to the financial statements. Additionally. the Organizdion Fins
adopted consequential amendments to IFRS 7 “Financial Instruments: Disclosures™ that are applicd 1o
disclosures abput 2018 but have not been applied to the comparative information,

IFRS 9 replaces 1AS 39 “Financial Instruments — Recognition and Measuremen™. Comparative periads have
not been restated. Accordingly, the information presented for 2017 does not rellect the reguirements ud RN Y
and therefore not comparable 1o the information presented for 2018 under [FRS 9. Differences w the wam v
amounts of financial assets and financial liabilities resulting from the adoption of IFRS % are recoginised
retained earnings as at | January 2018,

al  Classification and valuation

The initial recognition of all financial assets, which are not in accordance with IFRS 9 terms of "piyment of
principal amount and interest” are classified as at fair value through profit or loxs (FVTPL). Uneer this ericerion
instruments such as debts instruments which are nol relevant to "lending apreement”. such us related convars i
options or "call-option" loans, are classified as at (FVTPL). For financlal asscts that mect the eriterin o
"payvment of principal amount and interest”, the classification ut the initial recognition of such financlal assets

9




NON-BANKING CREDIT ORGANIZATION *VIATOR MICROCREDIT AZERBALIAN"
LIMITED LIABILITY COMPANY
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2018
{In Azerbaijuni Maenars)

are determined by the business model for which these instruments are manuged:

Financial assets held to maturity are measured at amortized cost;
Financial assets held to waturity and held for sale are measured at farr value theough othe
comprehensive income (FVOCT);

* TFinancial instruments operated on other basis, including trading fnancial assets, are measured m fan
value through profit or loss (FVTPL).

b Impairment

Implementation of [FRS 9 has completely changed the accounting treatment of the Organization's impairmen
loss of financial assets, as the resull, IFRS 9 incurred loss model has been replaced with expected credin loss
(ECL) approach. Since | January 2018, The Organization, together with loan commitments and Tl
cuarantees contracts fair value through the statement of profit or Loss (FVTPL) with all loans that arc
measured and other debt financial assels for expected credit loss (ECL) reserves are registered. Impairment on
equity instruments is not caleulated on [FRS 9,

ci Impact of implementation of [IFRS 9

Adoption of IFRS 9 impact to Statement of Financial Position and Retaining carping as at | Januaey J00s 0
mmpact of method of caleulate for incurred credit loss based on ITAS 39 replace with ECL W hich basal o il s
9 shown below.

Based on IAS 39 opening balance as at January |, 2018 against balances recorded in accordance with IFRS
9 as follow:

Measurement based on Reclassi Recalculation IFHS 9
IAS 39 Mication
Category Amount ECL Chiher Amount Categor
Financinl
ASSCTS
Cash and Al Al
cash amortized amarised
equivalents cost 241,497 - . . 241497 cosl
Lioans o Al / Al
cuslomers amortized antonbad
cosl 4,404,088 - (304.6735) . 4009413 okl

Retained enrnings

Closing balange for TAS 39 (31 December 2017) (TR BT (T
Recognition of IFRS 9 ECL ] - 3t bR
Recaleulated closing balance as of IFRS 9 (January 1. 2018) (519,348)
Total change in equity for acceptance IFRS 9 (304.675)

The following table represents the cemulative initial loan loss provision as IAS 39 and 1AS 37 “Provisions
potential liabilities and potential asses™ credit obligations and financial guaranice contracts are reconeiod wl
ECL under TFRS 9.




NON-BANKING CREDIT ORGANIZATION “VIATOR MICROCREDIT AZERBALIANY
LIMITED LIABILITY COMPANY
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2018
{In Azerhaijani Manats)

IAS 39, as ut December 31, ECL based an IFRS
201 7/Pravision for loan loss an 9 agat January 1,
1AS 37  Reecaleulation 2018
Impairment method for the B -
fullowings
Loans to customers at amortized
calculated {(4,502,915) (304.675) (4,807,590
Liabilities and contingent assets @502,915) (304.675) (4,807,590}

Baszis of measurement

The financial statements have been prepared under the historical cost convention, unless mentioned otheny sy
in the accounting policies below (e¢.g. certain financial instruments that are measured at far value). Historical
cost is generally based on the fair value of the consideration given in exchange for assets.

Fair value - is the price that would be received to sell an asset or paid to transfer a liability in an orderts
transaction between markel participants at the measurement date, When measuring the fair value of an ass<t
a liability, the Organisation uses market observable data to the extent possible.

If the fair value of an asset or a liability is not directly observable, it is estimated by the Organisation fworking
closely with external qualified valuers) using valuation techniques that maximise the use of relevamt obsenvanic
inputs and minimise the use of unohservable inputs (e.g. by use of the market comparable approach that retlec
recent transaction prices for similar items, discounted cash Mow analysis, or option pricing models refined =
reflect the issuer’s specific circumstances), Inputs used are consistent with the charactenstics of the e
liahility that market participants would take into sccount,

Fair values are categorised into different levels in a fair value hierarchy based on the degree to which the inpuis
{o the measurement are observable and the significance of the inputs to the fair value medsurement in s entirety

« Level | fair value measurements are those derived from quoted prices (unadusted) i active farky -
for identical assets or liabilities.

+  Level 2 fair value measurements are those derived [rom inputs other than quoted prices included within
Level 1 that are observable for the asset or lishility, either directly (1.¢. as prices) or indirectly (i
derived from prices).

+  Level 3 fair value measurements are those derived from valuation wehnigues that include inputs for the
asset or liability that are not based on observable market data (unohservable inputs).

Transfers between levels of the fair value hierarchy are recognised by the Organisution at the end al the repyorting
period during which the change occurred.

Cash and cash equivalents

Cash and cash equivalents are items which are readily convertible 10 known amounts of cash and which are
subject 1o an insignificant risk of changes in value. Amounts, which relate to funds that are ol o restricted ninure
are excluded from cash and cash equivalents. Cash and cash cquivalents are carried st nmortized cir

Loans o customers

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

Leans granted by the Company are initially recognized at a fair value, plus related transaction costs. Where the
fair value of consideration given does not equal the fair value of the loan, for example where the loan iy s
at lower than market rates, the difference between the fair valoe of consideration given and the fair value of the




NON-BANKING CREDIT ORGANIZATION “VIATOR MICROCREDIT AZERBALIANT
LIMITED LIABILITY COMPANY .

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2018

(i ferbafioni Manals)

loan is recognized s a loss on initial recognition of the loan and included in the statement ol comprehivnsie
income according Lo nature of these losses, Subsequently, loans are carried pmertized cost psing the ellectn e
interest method. Loans to customers are carried net of any allowance for impairment losses

Renegotiated loans

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

Once the terms have been renegotiated, the loan is no longer considered past dus, Management continuously
reviews renegotiated loans to ensure that all criteria are met and that future payments are likely to ocegr 1
loans continue to be subject to an individual or collective impairment assessment, calculated using the fonn s
original or current effective interest rate.

Write-ofl of loans and advances

According to the policy of the Company loans and advances are written ofl azainst the allowance for impairinen!
losses when deemed uncollectible.

De-recognition of financial assets

The Company derecognizes a financial asset only when the contractual rights e the cash Mows from the asset
expire. or when it transfers the financial asset and substntially all the risks and rewards of owpersiip oL L.
asset 1o another entity. L the Company neither transters nor retains substantially all the Tishs and rosands
ownership and continues to control the transferred asset, the Company recognizes ity retained interes .
asset and an associated liability for amounts it may have to pay. If the Company retains substantially att t2e
risks and rewards of ownership of a transterred financial asset, the Company continues to recognize the financial
asset and also recognizes a collateralized borrowing for the proceeds received.

(n de-recognition of a financial asset in its entirety, the difference between the assel’s carrving amount and the
sum of the consideration received and receivable and the cumulative gain or loss that had been jecueiizad o
other comprehensive income and accumulated in equity is recognized in profit and ks decannts,

On de-recognition of a financial asset other than in its entirety (for example when the Company retains an optien
to repurchase part of the transferred asset or retains a residual interest that does not result in the retention of
substantially all the risks and rewards of ownership and the Company retains control). the Company allocares
the previous carrying amount of the financial asset between the par i eomtinues (o recoeiae gnder continmng
involvement, and the part it na longer recognizes on the basis of the relative fair vitlues of those pins oty
date of the transfer. The difference between the carrying amount allocated to the part that 1s 1o fonger recomrlzed
and the sum of the consideration received for the part nio longer recognized and any cumulalive gin o lis
allocated to it that had been recognized in other comp reliensive income is recognized in profit and loss agounls,
A cumulative gain of 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 fan
values of those parts.

Financial liabilities and equity instruments

Debt and equity instruments are classified as either financial liabilities or as equity i accordance with the
substance of the contractual arrangements and the definitions of a financial liability and an equity mstrument

Equity instruments

An equity instrument is any contract that evidences a residual interest in the asscis of an entity afier deduciimy
all of its liabilities. Equity instruments issued by the Company are recognized at the procecds received et
direct issue costs.
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Finoncial liabilities
Financial linhilities are classified as either financial liabilites “at FVTPL™ or “other financial habihites™
FVTEL

Financial liabilities are classified as FVTPL when the financial liability is either held for trading or it is desighated
asat FVTPL.

Financial Habilities at FY'TPL are stated at fair value. with any gaing or 10sses anising an re mdisutanien
recognized in profit and loss accounts, The net gain or loss recognized in profit and loss decauils mearpurites
any interest paid on the financial liability and is included in the “other ingome/(loss)™ line item in the stulemil
of comprehensive meame.

Other financial Habilities
Other financial liabilities are initially measured at fair value, net of transaction costs

Other financial liabilities are subsequently measured at amortized cost using the effective interest method, win
nterest expense recognized on an effective yield basis.

The effective interest method is a method of calculating the amortized cost of a financial lability and of
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly diseo e
estimated future cash payments through the expected life of the financial liahility, or (where approproe:
shorter period, to the net carrying amount on initial recognition.

Borrowings

Borrowings are recorded when money are advanced to the Company by counterparty lenders. The non-
derivative liability is carried at amortized cost. |1 the Company purchases its own debt. it s remas e Hin e
statement of financial position and the difference between the carmyving amaunt of the liahility aml 4
consideration paid is included in gains or losses arising from early retirement of debt.

De-recognition of financial liabilities

The Company derecognizes financial liabilities when, and only when. the Company's obligations we
discharged, cancelled or they expire. The difference between the carrying amount of the financial labifiy
derecopmized and the consideration paid and payable is recognized in profitand loss accounts

Offset of financial assets and liabilities

Financial assets and liabilities are offset and reported net on the statement of financial position when the
Company has a legally enforceable right to set off the recognized amounts and the Company intends either 1o
settle on o net basis or to realize the asset and settle the liability simulancously. In accounting lor a transter of
a financial asset that does not qualify for de-recognition, the Compuny does ot offsct the wansterred assetnnd the
associated liability,

Property and equipment

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

Buildings T0%

Vehicles 20.0%

Computers and equipment 3300

Furpiture and fixiures 20 0%

Other assels ) 25.0%
I3
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Expenses related to repairs and renewals are charged when incurred and included in apernting expenses uriless
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 [oss. L any sueh
indication exists, the recoverable amount of the asset is estimated in order ta determing the extent pl ihe
impairment loss (if any), Where it is not possible to estimate the recoverable amaunt ol s individialasser 10
Company estimates the recoverable amount of the cash-generating unit o which the asset belongs,

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

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

Anv revaluation increase arising on the revaluation of such buildings is credited to the property revaluativn
reserve, excepl to the extent that it reverses a revaluation decrease Jor the same asset previously recognised =
an expense. in which case the increase is credited to the statement of comprehensive meome 1 the extent ot 1s
decrease previpusly charged. A decrense in carrying amount arising on the revaluation of such butlding
charged as an expense to the extent that it exceeds the balance, iFany, held fit the property s revaluation resenc

relating to a previous revaluation of that asset.

Depregiation on revalued buildings is charged to the statement of comprehensive income Revaluation surp s
is transferred to retained enrnings unnually, The amount of the surplus is ransferred 15 equal to the dilterencs
between depreciation charpe based on the asset’s original cost, and depreciution charge based on the revatucd
amount, adjusted for the tax effect relating 1o the surplus.

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

Where an  impairment loss  subsequently reverses, the  carrying  amount ol e sy
(or a cash-generating unit) is increased to the revised estimate of its recoverable amount, butso that the inerensed
carrying amount does not exceed the carrying amount that would have been determined had no impairment |oss
been recognized for ~ the assel (or  cash-generating unit) in prior VRIS,
A reversal of an impairment loss is recognized immediately in profit and loss accounts,

An item of property and equipment iy derccognized upon disposal or when no future cconomic benclits ar.
expected to arise from the continued use of the asset, Any gain or Joss arising on 1he disposal oc retirement o
an item of property and equipment is determined as the difference between the sales proceads and the carry nis
amount of the asset and is recognized in profit and loss accounts

Taxation
Income tax expense represents the sum of the tax currently payable und deferred tax expense

The tax currently payable is based on taxable profit for the year. axable profit differs from net profit as reported
in the statement of comprehensive income because it excludes items of income or expense that are taxable vl
deductible in other years and it further excludes items that are never taxable or deductible. The Company s
current tax expense is caleulated using tax rates that have been enacted or substantively enacted by the end vl
the reporting period.
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Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of
assets and ligbilities in the financial statements and the corresponding tax bases used in the computation of
taxable profit, and is accounted for using the balance sheet liability method

Deferred tax liabilities are generally recognized for all taxable temporary differences and deterred s asseis
recognized o the extent that it is probable thal taxable profits will be available against which deducnble
temporary differences can be utilized. Such assets and liabilities are not recognized if the temporary dilforence
arises from goodwill or from the initial recognition (other than in a business combination) of other assets andd
liabilities in & transaction that affects neither the tax profit nor the accounting profii,

The earrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it s
no longer probable that sufficient taxable profits will be available to atllow all or part of the asset 1o be recoveral

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability s sewled o
the asset is realized. Deferred tax is charged or credited [n the statemant of comprehensive income, except when
it relates to items charged or credited directly 1o equity, in which case the deferred tax is also dealt with o

equity.
Deferred income tax assety and liabilities are offset and reported net un the statement of fnaneiil st of

e The Company has a legally enforceable right to set off current income tax assels agatist <l
income tax liabilities; and

s Deferred income tax assets and the deferred income tax liabilies refate 1o mcome taxes lovid
the same laxation autharity on the same taxuble entity.

The Republic of Azerbaijan also has various other taxes. which are asscssed on the similar vrganisali.
activities. These taxes are included as o component of operating expenses in the statement of compreliensis e
ineome.

Provisions

Provisions are recognized when the Company has o present legal or construcl AR of FTEHT RIVI IS
a result of past events, and it is probable that an outflow of resources smbodying economic henelits will In
required to settle the obligation and a reliable estimate of the obligation can be made,

The amount recognized as a provision is the best estimate of the considerntion required o seile
the present obligation at the end of the reporting period, taking into account the risks and uncertantics
surrounding the obligation. When a provision is measured using the cash flows estimated (o scitle the prosent
obligation, its carrying amount is the present value of those cash fows (where the effect of the time salie o
maoney is material).

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

Retirement and other benefit obligations

In accordance with the requirements of the legislation of the Republic of Azerbaijan state pension sysivin
provides for the caleulation of current payments by the employer as a percentage of current tatal pay ments Lo
staff. This expense is charged in the periad the related salaries are earmed, Upon retirement all retirement Benelit
payments are made by the state social protection fund to employees.

The Company does not have any pension armangements separate from the state pension system of the Republis
of Azerbaijan. In addition, the Company has no post-retirement benefits or other significant canpensii
benefits requiring acerual,
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Conlingencies

A contingent asset is not recognized in the stwtement of [inancinl position but disclesed when s uilow
economic benefits is probable. Contingent liabilities are not recognized In the statement of Hnancil position
but are disclosed unless the possibility of any outflow in settlement is remote.

Charter capital

Charter tapital is the amount of capital contributed by the shareholder. The Company may inerease or dearease
its charter capital with approval of the shareholder granted in accordance with law, Dividends o ordinary shires
are recognized in equity as a reduction in the period in which they are declared.

Dividends that are declared afier the reporting date are treated as e subsequent event under International
Accounting Standard 10 “Events afier the Reporting Date™ (“IAS 107} and diselosed accordingly

Foreign currency translation

The fanctional currency of the Company is the currency of the primary ceonomic env el mowlisd
aperates. The Company’s functional currency is AZN,

Financial assets and liabilities denominated in foreign currencies are translated into AZN at the approprdie spo
rales of exchange of the CBAR ruling at the end of reporting date. Fareign currency ransaclions are decounis
for at the exchange rates prevailing at the date of the transaction. Profits and losses arming Lront e

wanslations are included in foreign exchange translation gain/{loss) account.
Rates of exchange

The exchange rates at the year-end used by the Company in the preparation of the financial statements are s
follows:

December 31, 2018 December 31, 20017

LSIVAZN 1. 7000 [.T001
EURIAZN 159468 26307

3. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

The preparation of the Company’s financial statements requires management 1o make estimares and judgimenis
that affect the reported amounts of assets and Labilities at the reporting date and the reported amount ol income
and expenses during the period ended. Management evaluates its estimates and judgments on an ongoing basis.
Management bases its estimates and judgments on historical experience and on various other [actors that are
belieyved to be reasonable under the circumstiances. Actual results may differ from these estimates under dilferent
assumptions or conditions, The following estimates and judgments are considered important 1o the portrayal of
the Company’s financial condition.

Allowance for impairment of loans to customers

The Company repularly reviews its loans 1o assess for impairment. The Company's loan impairment pros isions
are established to recognize incurred impairment losses in its portfolio of louns and receivables. The Campany
considers accounting estimates related to allowance for impairment of loans and receivables a key source vl
estimation uncertainty because (i) they are highly susceptible to change from period (o period as the assumpins
about future default rates and valuation of potential losses relating 10 impaired Ioans and receivables are based
on recent performance experience, and (ii) any significant difference between the Company’s estimated losses
and actual losses would require the Company to record provisions which could have a material impact on s
financial statements in future periods.
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The Company uses management’s judgment to estimate the amount af any impairment Joss 1y coses s b
borrower has financial difficulties and there are few available sources ol historical data reliig b s
barrowers. Similarly, the Company estimates changes in future cash flows based on past performance, past
customer behavior, observable data indicating an adverse change in the payment status of borrowers in a group,
and national or loeal economic conditions that correlate with defaults on assets in the group, Management uses
estimates based on historical loss experience for assets with eredit risk characteristics and obiective evidence vl
impairment similar to those in the group of loans. The Company uses management’s judgment 1o adjus:
observable data for a group of loans to reflect current circumstances not reflecied in historical dota

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

The amount of the allowance for impairment of loans to customers was AZN LOOY ZUS i
AZN 4.502.915 as at December 31, 2018 and 2017, respectively.

Recoverability of deferred tox nssets

The carryving value of deferred tax assets amounted to AZN 24,588 and AZN 122846 us at Decemben A 200N
and 2017, respectively.

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

Useful fife of property and equipment

The Company assesses the remaining useful lives of items of property and equipment at least at cach Foany il
year-end. If expectations differ from previous cstimates, the changes wre accaunted for as a chamge o
accounting estimate in accordance with IAS 8 “Accounting Policies, Changes in Accounting Estrmates amd
Errors”, These estimates may have a material impact on the amount ol the carrying values of property and
equipment and on depreciation recognized in profit or loss.

Current taxes

Azerbaijani tax, currency and customs legislation is subject W varying interpretations and chanzes vecu
frequently. Further, the interpretation of tax legislation by tax authorities as applicd 1o the tramsiactions
activity of the Company may not coincide with that of management As a resull, tax authorities may challenpy
transactions and the Company may be assessed additional taxes, penalties and interest, which can be Signilicant
Periods remain open 1o review by the tax and customs authoritics with respect (0 tax liubilities for three calendur
vears preceding the year of review. Under certain circumstances reviews may cover longer periods.
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4. STANDARDS ISSUED BUT NOT YET ADOPTED

Certain new standards, amendments to standards and interpretations are not yet effective for the year ended 31
December 2018, with the Company not opting for early adoption. These have, therefore. nol been applied n
preparing these financial statements.

Standurd Description Effective date
IFRS 16, ‘Leases’ | The IASB issued the new standard for accouniing for leases | | January 20(Y
in January 2016.

{a) The new standard does not significantly change the
accounting for leases for lessors. However, it does require
lessees to recognise most leases on their balance sheels as
lease ligbilities, with the corresponding right-of-use assets.

(b} Lessees must apply a single model for all recognised
leases, but will have the option not 1o recognise ‘short-term”
lenses and leases of ‘low-vulue' assets.

(c) Generally, the prafit or loss recognition pattern for
recognised leases will be similar 10 today's Tnanee leise
accounting, with interest and depreciation  experse
recognised separately in the statement of profit or loss.
Lessees must adapt IFRS 16 using either a full retrospective |
' or a modified retrospective approach. il

5. STAFF COSTS AND RELATED CONTRIBUTIONS

Staft costs and related contributions comprise:

Year ended Year ended

Wezes and saluries His N5 TN

Allowances, incentives and other benefits (02 582 (I

Compulsory social seturity abligations | 36436 151
Total stall costs and related contributions BRT.061 LAY o
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6. GENERAL AND ADMINISTRATIVE EXPENSES

General and administrative expenses comprise:

Yeur ended Y oear endedl
December 31, 20018 December 51,2007

Security expenses 43,198 676
Bank commission | 7.674 AR
Rent expenses 34,023 14, 1
Taxes other than income tax expense 5457 Y ne
Office supplies 29 001 B3040k
Drepreciabion 304k Wi 175
Legal and court fees 3380 57400
Business ip expenses 6,346 (94552
Protessional services and [ees [ &, 260 JK
Reégpalr and inaintenance NI
Trafsporation expense Wl
Urilities 17876 XS
Training axpenses 425 '
Membership fees 6,348 ETt
Communicalion exXpenses 12.061 7R
Instmutional development gosts 1306 e 77
Insurance expenses 3TN
Others G344

Totul genersl and administrative expenses IeT.N21 R33Nz

7. INCOME TAX EXPENSE

The Company measures and records its current income tax payable and its tix bases reluted 1o assels and fnbilice
in accordance with the statutory tux regulations of the Republic of Azerbaijan where the Company apuiiics. i
difter from [FRS.

The Company is subject to certain permiinent tax differences duc to non-tax deductibility of certan expenses s
cemain income being treated as non-taxable for tax purposes.

Deferred laxes reflect the net tax effects of temporary differences between the carrying amounts ol assels and
labilities for financial reporting purposes and the amounts used for lax purposes.

Temporary differences as at December 31, 2018 and 2017 relate mostly to different methods/timing of inconw
and expense recognition as well as to temporary differences generated by taxation bases’ dilferences for certain
as=={= and liabilities,

Tax legislation of the Republic of Azerbaijan in particular may give rise 1o varying  interprelinony
and amendments. In addition, as manggement’s interpretation of tax legislation may differ from (bt
of the tax authorities, transactions may b challenged by the tax authorities. and as a result the Company miy fw
assessed additionnl mxes, penalties and interest which could be material for these financial statements
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Deduactible temporary differences:

Year ended
Pecember 31, 2018

Yo vl
Pyecembwer 2, 01~

Loans {o customers - 3,496,304
Property and equipment 13,380
Cither assats 117,202 G730
Borrowings N 47000

Total deductible temporary differences 128,801 5,57 2h04
Taxable temporary differences:

Property and equipment 10 B T
Borrowings - R R
Onbier liabilines (3.863)

Tuotal taxable temporary differences (5.863) 161,778}
Net deductible temporury differences 122,938 350 LA
Deferred tax assel at the statutory tax rale 24 588 23T
[Defarred ax assel nol recognized E (379371H

Net deferred tax asset 24,588 122848
The effective fax rate reconciliation s as follows:
Year ended ¥ var ended
December 31, 2018 December 31. 2007
Profit/{Loss) before income Lax 660,715 {1,257, oy
Income tax expense/{bene i) at the statytory tax rate 200 (137 143) 1%
Tax effect of permanent differences 3237 (RR{ N
Change in deferred tax asset not recognized
Income tax expense ~ (128.906) — (715.122)
Curtenl income oy expense (10,648 CELIRY
Change in the deferred tax assets {98,238 L ERIRE
Income tax expense & _lllﬂ_,'!#l}:h} {1542
December 31, 2018 December 31, 2017
Deferred imcomie tax assit
Beginning of the period 122,540 (R
Change in deferred income tax balances recognized in profit and loss
acopunts (98,254) (61005
Chanze in the deferred mcome tax recognized in other components of
comprehensive income
End of the perlod 24,585 123040
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8. CASHAND CASH EQUIVALENTS

Cash and cash eguivalents comprise:

Cash on hand
Balances in bank accounts

Toinl cash and cash equ ivalents

Devember 31, 2008 December 3, 2007

3013
238,484

241,497

B
XT5

T892

9, LOANS TO CUSTOMERS

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

December 31, 2018 December 31, 2017

Loters 10 CUSIOMETS H.050.5(2 R
L x5 Allowance for loan impairment {4,008 2030 5
Totul loans to customers 1,050,309 R L PR )
Movement in the allowance for impairment of loans to customers 15 as follows:
December 31, 2018 Decembyr 31, 2017
Stoge | Stape 2 Stage 3 Fotal Vol
Provision for impairment at
1 January - 13,478 4.794.112 4,807,580 T U047 354
Provision for impairment
during the year - (54045 [792,893) (7T98,387) (2,644,439}
Provision for impairment al
31 December - 7.984 4,001,219 4,004,203 4,507,915
Custemers operate in the following economic sectors:
December 31, 2018 %a December 31, 20107 4
Losns 10 customers — agriculiure 2,303,253 a7 IIRChE
Lazms th clelpmers — trade 543977 I3 ROR 51
£ oame i customers — others L2004 i | 3.7 4
Total lnans 1o customers 4050309 100 1,404,088 100

Information about colluteral at Dacember 31, 2018 is as hllows

Loans to Laktns Lu Loans tw Dedemilwr 51
customers - customers - customers - RlldE.
agriculture trade athers Total

Loans eollateratized by:

- jawellery B3 401 L7175 112520 o

- personal guardnies |, 499,892 368,799 TEE.524

Total lpans io cusiomers 2,303,293 545,972 1,201,044 450,300

2]
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Information about collateral at December 31, 2017 15 as follows:

Louns 1o Loans {n Laans to hecembye 2
CUsmers - CUsIEMeErs - customers - T
agriculture trade olhers Tuotsl
|.oans collateralized by
- jewellery £77.820 439,796 R AR tts |44
- persanal garantes 1,334,133 68 9445 [E39.613 St L™
Total loans to customers 1.911,953 808,341 1,683,794 4,404,088

Analvsis by credit quality of loans outstanding as at December 31, 2018 15 as follows:
y 9 3 B

Lisuns (o Laoains 1o Lavsims (0 [¥ecembior 51, 2000%
CHSLOmers - custiimers - CUstomenrs LY
agriculture ~trade nther
Colleetively assessed
Mot past doe 100 957 606,732 | 106,299 20248
EHerdue
|zss than | month overdue |5, 54t 3 his T
i 1o 3 months averdue 23| RIS
3 w2 6 months overdue | 299 [747 233
6 1o 12 inonths overdug JATR 1,778 (ST
Owvier 12 months overdue 2833419 1. 71552 4462019 5
Total gross collectively ==
assessed loans 3,674,415 1. 804,077 580000 RUSHS12
Less: provisiom for loan
impairment (1,371,132} (1,238, 105) {1, 379 006) (s, 205
Total loans to customers 2,303,293 545,971 1,201,044 4,050,304

Analvsis by credit quality of loans outstanding as at December 3122017 is as follows:

Loans to Laans to Loans 1o December- 31,
customers - customers - CUSLOmMErs - HNT
agriculturs trade ~ other Toial

Colteetively assossed
Mot past due 852942 09,924 GTaHIE R St (|
Orverifue:
| e=s than | month overdue I+ 824 44 Tl Td [
1 o 3 months overdue 1,781 G52 610 LRI
T s b months overdue 11,724 2.446 13,070 27,2
6 o |2 months overdue 33,353 10,714 29325 43356
Over 12 months overdue 2,913,562 L1480, 107 3.359,504 413,173
Tuotal gross collectively .

nssessed Toany 3,848,206 1,663,892 3 294,905 KT H
L.ess: provision for loan

impalrment (1,636,253) {855,554} CL,711,108) (4.50291%)
Total loans to customers 1,911,953 HO8,338 1,683,797 4,404, 118N

1"!
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As al December 31, 2018 and 2017 all leans (100% of winl loans 1o customers) were gramod o ndo aleal
operating in the Republic of Azerbaijan, which represents an absolute geogruphical coneentration in une region

As at December 31, 2018 and 2017, there was no aggregate loan per borrower which individually exceeded 170
of total balance of loans to customers. The Company mainly lends micro and small credits 10 individunls il
individual entropreneurs.

Included in loans to customers AZN 54,539 and AZN 323,778 as a1 December 31, 2018 and 2017, respectively
represent accrued interest receivable.

As at December 31. 2018 and 2017, a maximum credit risk exposure on 1¢ans o customers amounted to AN
4,050,309 and AZN 4,404,088 respectively,
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As at December 31, 2018 and 2017, no properly and equipment were pledied as a security lor tie borrow (1:

11. OTHER ASSETS

Other assets comprise:

December 31, 2008 Decembor 30, 2017

Other non-financial assets:

Prepaid tixes 7o, | U7 R IR
Cither prepavments | 5044 Fars:
Total other assets 90,051 146,704

12. BORROWINGS
Borrowings comprise:

~ December 3L, 2008 Deecember 51 i

Borsewines from local institutions =
Bomowmes rom foreign institutions 3,963,143 14535 %

Total borrowings 31,963,143 1550647

Ineluded in borrowings AZN 4,209 and AZN 8,896 as at December 31, 2018 and 2017, respectively ropresen
accrued interest payahle.

On August 5, 2016, the Company signed the inter-creditor agreement with lenders. In relation to this agreemen
no ereditor will take any enforcement action with respect to any debt from the date of this agreement until il
loans have fully been repaid to cach ereditor, Each ereditor agrees w reduce the rate of interest poyuble i respe o
of its loan to 5% effective as of August 1, 2016, All borrowed funds had been converted Lo US dullars ui th
rate of exchange USD 1.00 = EUR 0.8948 and USD 1,00 = AZN 15851, as at August 1. 2016, yespeetively
The repayment schedules were rescheduled as well, During the restructuring period. the Borrower may chtii
new debt or equity financing for its operations from domestic or international sources. From that dine thiv
amendments have been signed to the contract, According to first amendment which hiis bewn saed e 4
2017. cach areditor agrees to reduce the rate of interest payuble from Farmerly agreed 5% o 2% ds af July |
2017, According to second amendment which has been signed February 28, 2018, cach crednor agroes o warv
its right to charge and to receive any interest payable in respect of its loan from March 1. 2018, and up 10
Formuary 28, 2019 Third amendment which has been signed on June 30, 2018, agreement between parties (0
2Giust repavment dates of principal amount,

13. OTHER LIABILITIES
Cther liabilies comprise:

December 31, 2018 December 31, 2017

ther financial Habilities:

Aceruals Tor unused vacations 10560
Actried expenges ¥
Total other labilities 124050 SN
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14. CHARTER CAPITAL

As at December 31, 2018 and 2017 charter capital consisted of 100 shares with par value of
AFN 6.937.74 each. Viator AS (Kingdom of Norway) owns 100% shares of the Company,

15. COMMITMENTS AND CONTINGENCIES
Compliance with requirements of the FIMSA

The Company has to comply with rules and requirements set by the FIMSA in accordance with the Law on
Non-Banking Credit Organizations and other normative acts. The Company was in compliance with the rules
and regquirernents set by the FIMSA a5 at December 31, 2018 pnd 2017,

Capital commitments

The Company had no material commitments for capital expendiures ourstanding as at December 310 2018
s
=k

Leeal proccedings

Frams time 1o time and in the normal course of business, claims against the Company may be reccmed
cesemers and counterparties, Management is of the opinion that no material unaccrued losses will be mcure !
anc accordinzly no provision has been made in these financial statements,

Taxanon

Pravisions of tax legislation of the Republic of Azerbaijan are sometimes inconsistent and may have moe tha
on¢ interpretation, which allows the tax authorities to take decisions based on their own arbinary interpretsn
of these provisions. In practice, the tax authorities often interpret the tax legislation not i tayor ol the v .
who have to resort o court proceeding to defend their position against the tax authoritics

It should be noted that the tax authorities can use the clarifications jssued by the judicial bodies that hayve
introduced the concept of “unjustified tax benefit”, “primary commercial goal of transaction” and the eritenie ol
“commercial purpose (substance) of transaction”,

Such uncertalnty could, in particular, be attributed to tax treatment of Baadnciol imstuimcils darimaliye e
derermination of market price of transactions for transfer pricing purposes. 1t could ilso lead 1w wemporar
taxable differences occurred due 1o Joan impairment provisions and income tax liabilities being treated by the
tax authorities as understaternent of the tax base. The management of the Company is confident that applicable
saxes hnve all been accrued and, consequently, ereation of respective provisions is not reguired

Cenerally, taxpayers are subject to tax audits with respect to three caléndar vears preceding tho vear ol e aud i
However, completed audits do not exclude the possibility of subsequent additional tax wudits purtionmead I
sooer-lfevel tax inspeclorates reviewing the results of tax audits of their subordinate tay inspectarites

Also, according 1o the clarification of the Constitutional Court of the Republic of Azerbaijan. the statute of
Smtation for tax labilities may be extended beyond the three-vear term set Forth in the tax legislation. 170 cour
determines that the taxpayers have obstructed or hindered a tay inspection.

16. TRANSACTIONS WITH RELATED PARTIES

Related parties or transactions with related parties, as defined by 1AS 24 “Related purty disclosures™.
represent:
{(#) Partics that dircctly, or indirectly through one or more mtermediaries: cantral, ar are tontrolhed b
or are under common control with, the Company (this includes parents, subswliaries and felio
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subsidiaries); have an interest in the Company that gives then significant influence over the Company.
and that have joint control over the Company;
{by Assoviates — enterprises on which the Company has significamt influence and which is neither o
subsidiary nor 4 joint venture of the investor,
¢y Joint ventures in which the Company is a venturér;
(d) Members of key management personnel of the Company or its parent:
(&) Close members of the family of any individuals referred 1o in (a) or (d);
(fy Parties that are entities controlled, jointly controlled or significantly influenced by, or for which
significant voting power in such entity resides with, directly or indirectly, any individunl refeered o m
{d}y or (e} or
{2) Post-employment benelit plans for the benefit of employees of the Company, o ebanm entits G
a related party of the Company,
f= considering sach possible related party relationship, attention is directed to the substance of the relationshup.
and not merely the fegal form. The Compuny had the following transactions outstanding as al December 31
2018 and 2017 with related parties:

December 31, 2018

“Normisjon Viator AS Key managenien:
persomned
Balinces
Bomowings | 46,869
Transactions
Intérestexpense 553
Mon-inieresl expense . . arad
. December 31, 2017
*Mormisjon Vintor AS Key minigzemen|
| IL'I'HHI:I.lI."u
Balances
Lashns to customers - REL
Bormowings 168,350 - B
Transactions
Imizrest iniime . ¥

[ezrest expense 13,277
Noo-inierest expense i - )
*Normisjon Region East and Normisjon Nordland Eiendom AS are two separate legal entities wnd allilined

parsies of Normisjon network,

17. CAPITAL MANAGEMENT

ETL

The Company ménages its capital 10 ensure that it will be able to continue as apome coneern while Moo,
the retumn to shureholders through the optimization of the debe and equiny balsnce

The Company is not subject to capital adequacy monitoring by any regulatory of superyvisony budy. Hie anly
requirement of the FIMSA 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 os
disclosed in the statement of changes in egquity,
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The Management Board reviews the capital structure on 4 semi-annual basis. As a part of this review. based on
recommendations of the Board, the Company balances its overall capilal structure through pay menl ofdividend
or new share issues,

18. FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair values of financial instruments carried at amortized cost:

The Company uses the following hierarchy for determining and disclosing the faur value af finaneinl itstriment«
by valuation technigues:

«  Level 1: quoted market price (unadjusted) in an active market for an identeal instrament

= Level 2; inputs other thun quotes prices included within Level | that are observable either dirgcely (e
45 prices) or indirectly (i.e. derived from prices). This category includes instruments valued using:
quoted market prices in active markets for similar instruments: quioted prices for similor instroments
in markets that are considered less than active: or other valuation technigues where all sidnilicant
inputs are directly or indirectly observable from market dita.

= lewel 31 inputs that are unobservable. This category includes all nstruments where the il
sechnigue includes inputs not based on observable dats and the unobservable Inputs hiave asigniican
sffact on the instrument’s valuation. This category includes instruments that are vilued based ai gquated
orices for similar instruments where sighificant unobservable adjustments or assumptions ans auired
to reflect differences between the instruments

The following table analysas the fair vilue of financial instruments not messured at fair valbe. by he
the fair value hierarchy into which each fair value measurement is categorised as at 31 Decomber Z00H
Level | Livel 2 Lovel 3 Tutal

FINANCIAL ASSETS
Cash and cash equivalents 241,497 ; 204
Loans to custamers - . OS2 NI E T
TOTAL FINANCIAL ASSETS 241,497 - 4050309 4291806
FINANCIAL LIABILITIES
Bgrrowing - - 3693143 30931438
(Orbsar financizl liabilite: . 10,000 RTILT
IOTAL FINANCIAL LIABILITIES = 10,000 3693145 370304

The failowing analvses the [uir value of financial instruments not measured at fair value, by the level in the fair
vabue Biasarchy inta which each fair value measurement is categorised as at 31 December 201 7:

Level | Level 2 Lievel 3 Fertil
FINANCIAL ASSETS
Cash and cash equivalents 75,725 . TR, It
Loans 1o customers - - 4 4ihf GRE 4404, 08N
TOTAL FINANCIAL ASSETS 75,726 - 4,404,088 1470814
FINANCIAL LIABILITIES
Bomowings - = 4550607 LAFOAT
Other financial labilities - . 15.324 15,324
TOTAL FINANCIAL LIABILITIES . - - 4,565,971 456597
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For financial assets and financial liabilities that are liguid or having a short-term maturity it i assumed i th
carrving amounts approximate to their fair value, All of the Company's financial assets exeluding loans 10
customers and financial liabilities are ¢ither liquid or are maturing within three months from the reparting date.

The fair value of loans to customers is estimated by comparing market inlerest rates when they were firsl
recopnised with current market rates offered for similar financial assets,

19, RISK MANAGEMENT POLICIES

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

o  Credit nisk:

» Liguidity risk;

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

Credit risk
The Campany takes on exposure to eredit risk which is the risk that one party 10 a financial wstrument s

cause a financial loss for the other party by failing to discharge an obligation. Exposure to credit risk #riscs ds
a result of the Company’s lending and other transactions with counterparties giving rise to financal asseis

Expected credit loss (ECL) caleulation mechanism is deseribed below and the key elements i

D Probability of default (PD)- is an estimate of the default for a certain amount of e th

‘ default was not deducted during the analyzed period and can still aecur when iclude

the portfalio.

| EAD Exposure at Default, regardless of whether the contract is envisaged, return an principal
and interest amounts, use of expected loan commitments and including accrued interest on
unpaid payment after reporting date consider expected changes in nsk size is an estimile

. of the risk indicators in the default future, - )

LGD Loss Given Default. It is valuation of impairment when default occurs. This s based on
the difference with the amount payable according 10 contract with based on the difference
between the cash flows expected to be received by the creditor. This is usually referred as

| the percentage of LCD

I its ECL model, the Company is based on large-scale foreeast data such as integrated coonaiiic tidicator-
integrated into credit risk component evaluations. Impatrment fosses and deductions are pecannted o
separately from the modification losses that are aceounted for as adjusted for the ttal carry g amount of (e
financial asset and are disclosed.

The Company believes that the credit risk has increased substantially when the credit rating has decreasud
significantly afler initial recognition. Significant deterioration level varies from segment 1w sepment ind viries
between Stage 2 and Stage 3 levels or within specified limit. The Company also applies Stage 2 class quiliny
method to stimulate a significant increase in credit risk on an asset. such as enlering a customer * abject into
observer list or keeping an account. There is a rebuttable presumption that credit risk has increased significantly

since initial recognition no later than when contractual payments are more than 30 days past due.

The definition of default used in the measurement of ECL and the assessment to delerming movement
between stages is consistent with the definition of default used for internal credit risk management
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purpeses. IFRS 9 does not define default, but contains 4 rebuttable presumption that detault has oceurred
when an exposure is greater than 90 days past due.

ALLM of Company ECL, significant asset with credit impairment factors and caleulates on an s il s
for some assets with significant credit risk increases, The Company 0 ealeulmes BT o < anp
barrowers of other classes assets on the basis of combinution of fnternsl and external borrow jigs

ECL reserve is based on the lifetime expected credit losses. The Company measures loss allowances at an
amount equal to lifetime ECL, except for the financial instruments on which credit risk has nol increased
stunificantly since their initial recognition. 12-month ECL are the portion of life time ECL that result from
default events on a financial instrumnent that are possible within the 12 months after reporting die.

At the end of each reporting period. the Compuny has reviewed the risk of default on the remuining hie of th
financial instrument, as a result the policy of measuring changes on credit risk at initul recommition s imphiad
Hused on the above process, the Company loans are classilied as follows:

Smge | 1f the eredit risk has not increased significantly,

Sege 2 IFRS 9 requires allowances based on 12 month expected losses. IF the credit hisk Dia
incressed significantly,

Sase 3: 1f the lean is “credit-impaired”.

ALLM: I he initinl recognition of impaired [inancial assets are the avquired foans or loans tinde

the initial recognition ALLM assets are registered at fajr value and interest rate is recognins.
after adjusted expected interest rate (EIR ). ECL recognizes only after changes on eaimic
eredit losses or liguidate:

Maximum exposure

The Company maximum exposure to eredit risk varies significantly and is dependent on both individust visss
and general market economy risks

The following table presents the maximum exposure to credit risk of financial assets. For financial assers the
maximum expasure equals 1o a carrying value of those assets prior to-any offsel ar collateral,

December 31, 2018
Maximum exposure  Collaterallzed by liquid  Netexposure afier colluteral
assels pledged

Loanrs 10 cusiomers 4 050,309 1,395,904 26505

December A1, 2007

Muximum cxposure Collatcralized l'n I|E|u_ul Sl eaposine e collateral
ansiels pleilped

Loaess 10 cusiomers 4404088 1,963,194 C2AALLRE

Geographical concentration

The Management exercises cantrol over the risk in the legislation and regulatory arca and assesses s miluence
on the Company's activity, This approach allows the Company to minimize patential losses trom the iy estman
elimate fluctuations in the Republic of Azerbaijan. The geographical concentration of pssers and liabilities s sut
out below:
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FINANCIAL ASSETS
Cash and cash equivalents
Losns (o customer

The Republic of
Azerhaijan

24 497
4,050,309

OECH
counirics

December 30, 2008

244,407
050,300

TOTAL FINANCIAL ASSETS 4,291,806 4291 806
FINANCIAL LIABILITIES
Borrowings - 3963143 Jo63143
Other firanel Habilities 10,000 T AMHE
TOTAL FINANCIAL LIABILITIES 10,000 3,963,143 3975144
NET POSITION 4,281,506 (3,903, 143) LA R MR
The Republic of OECD Pecember A, 2007
~_Azerbaijon couniries
FINANCIAL ASSETS
Cash and cash equivalents 5,726 b
Loans 1o customer 4. 404,088 YA
“TOTAL FINANCIAL ASSETS 4,479,814 LATHNTY
FINANCIAL LIABILITIES
Bﬂrrnwj.ngs 04, 783 4 455864 1.530.647
Oither financial Habilitles 15 324 . [5.324
TOTAL FINANCIAL LIABILITIES 10,107 4,455,864 456597
NET POSITION 4,369,707 (4, 455.804) (BhET)
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Market risk

Market risk covers interest rate risk, currency risk and other pricing risks tw which the Company is exposcd
The Company measures risk by oversecing and analyzing current fluctuations and changes w the finaneial
markets and the economy as a whole.

Interest rate risk

"The following table presents a sensitivity analysis of interest rate risk. which has been determined based vn
“reasonably possible changes in the risk variable™. The level of these chianges is determimed by niigeni
and is contained within the risk reports provided 1o key management personnel

Impuct on loss before income tax:

Az al December 31, 2018 As at Decembor 31, 2007
interest rale Interest rate Interest rate Interest mile
+1% -1%a SLH [
Financial assels:
Loans 1o customers 40,503 (40.503) 44,040 (040
Financial liabilities:
Borrowinge: (39,631) 349,631 (435.306) 155U
Net impacet on loss before income
lax 872 {872) i 1.466) I, b

Currency risk

Currency risk is defined as the risk that the value of a financial instrument will Muctuate due 1o changes in
foreign exchange rates. The Company is cxpesed to the effects of fluctuations in the prevailing foreien
cutrency exchange rates on its financial position and cash flows.

The Company’s exposure to foreign currendy exchange rate rish is presentud in the table bulow

ATN LsD ELR December 3,

2018
Tintal

FINANCIAL ASSETS

Cash and cach equivalents 68,014 e M 368 24| a7

Loans 1o customers 2 064 |09 1086, 110 z 10500 S

TOTAL FINANCIAL ASSETS 3,032,213 1,259,228 368 291 85Uk

FINANCIAL LIABILITIES

Barrowings - 3,963,143 FM0A

Other finansial liabilities 10,000 . RN

TOTAL FINANCIAL LIABILITIES 10,000 3,963,143 ——= 307804

OPEN CURRENCY POSITION 3,022.213 (2,703,218) 368 38663
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The following table details the foreign currency exchange rate rish as at December 31, 2017

AZN LSD ELUR December A1,
an?
B Tl
FINANCIAL ASSETS
Cash and casheguivalents 43,933 31230 563 o 1 )
Lomns (o customers 3512.068 892,020 Lol iid 1IN
TOTAL FINANCIAL ASSETS 3,556,001 923,250 563 4ATO8 1A
FINANCIAL LTABILITIES
Buomowings 04,783 4455864 - LASILAE
Cither financial labilities 15,324 - - 7
TOTAL FINANCIAL LIABILITIES 110,107 4,455,864 . 450597
OFEN CURRENCY POSITION I 445894 (3,532.614) S63 (%6187
Currency risk sensitivity
TEe following table details the Company's sensitivity 10 0 | (% increase and decrease v the USErand 1 ¢

agesinst AZN. [0% is the sensitivity rate used when reporting foreign correney risk iternally
manscement personnel and represents management’s assessment of the possible change i lorgign cone
SNChibge rates,

The sensitivity analysis includes only outstanding foreign currency denominated monetary items and wdists
their translation at the end of'the period for a 10% change in foreian currency rates The sensitivity anaty<i-
includes external loans as well as lonns to foreign operations within the Company where the denomima

of the loan is in & currency other than the currency of the lender or the borrower

Asal December 31, 2018 Asatl December 51, 20017
AZNLSD AZN/USD ATN/LSD ATN/LSD
= +10%  -10% 1% 10%

Imipact oo loss before 1ax (270,393 270392 (353.261) 350,24

As b December 31, 208 As al Degember 31,2007

AZLN/ELR AIN/EUR AINELR AZNELR

+10% -10% 1% 0% !

Impect on luss before tax 37 {37) 36 (30}
Price risk
Price risk is the risk that the value of a financial instrument will tluctuate as o result of chinzes
in market prices whether those changes are caused by factors specific to the ind i idual seeurny or s s
or factors affecting all securities traded in the markel. The Company is exposed 1o price rishs o ibs produe s

which are subject to general and specific market fluctuations,
Limitations of sensitivity analysis

The above tables demonstrate the effect of a change in & key assumplion while ather assamprions ren
unchanged. In reality, there is a correlation between the dssumptions aod viher Tactors

it should also be noted that these sensitivities are non-linear, and furger or smaller impacts shuuid ot s
mterpolated or extrapolated from these results.

The sensitivity analysis does not take into consideration that the Company’s assets and liabilities are actively
managed. Additionally, the financial position of 1he Company may vary at the time that any actonl ek
movement oceurs, For example, the Company's financial risk management strstegs 2ins to nttit
exposure to market Auctuations. As investment markets move past various wigeer levels, mamise e
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actions could include selling investments, changing investment portfolio allocation and luking other
protective action. Consequently, the actual impact of a change in the assumptions may not have any impact
on the liabilities, whereas assets are held at market value on the statement of financial position In these
circumstances, the different measurement bases for liabilities and sssets may lead to volatiliy inshareholder
equity.

Other limitations in the above sensitivity analyses include the use of hypothetical market movemeits v
demaonstrate potential risk that only represent the Company’s view of possible near-term market changes
that cannot be predicted with any certainty; and the assumption that all interest rates move inan identical
fashion.

20. EVENTS AFTER THE REPORTING PERIOD

No significant events have occurred after reporting period.
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