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STATEMENT OF MANAGEMENT'S RESPONSIBILITIES FOR, THE PREPARATION AND
APPROVAL OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2019

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, 2019, the results of its operations, cash Hows and changes in
equity for the year then ended in accordance with International Financial Reporting Standards ("TFRS”),

In preparing the financial statements, management is responsible for:

*  Selecting suitable accounting principles and applying them consistently;

o  Making judgments and estimates that are reasonable and prudent;

«  Stating whether IFRS 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 Inuppropriate to presume that
the Company will continue in business for the foreseeable future.

Management is also responsible for:

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

»  Maintining proper accounting records that disclose, with reasonable accuracy at any lime, fhe
financia!l position of the Company, and which enable them to ensure that the financial statements of
the Company comply with IFRS;

s 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 financial statements for the year ended December 31, 2019 were authorized for issue an April 24, 2020
by the Management Board of the Company.

On behalf of the -."r[anugcm:nt;ﬂ argd

Ruoshn G ;':nyuw
Finance Manager

Aynur Aliyeva : ;!J

Exceutive Director f.f
L

April 24, 2020 April 24, 2020

Ganja, the Republic of Azerbaijan Ganja, the Republic of Azerbaijan
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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

We have audited the financial statements of *Viator Microcredit Azerbaijan™ Limited Liability Company as
at 31 December 2019, 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 2019, and its financial performance and cash flows for the year then ended in
accordance with Intermational Financial Reporting Standards,

Basis for Opinion

We conducted our audit in accordance with [nternational Standards on Auditing (1SAs). 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 obtained is sufficient and appropriate o provide a basis
for our opinion.

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

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with [FRS, and for such internal control as management determines is necessary to enable the preparﬂtmn
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 overseging 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 auditors’ report that includes our opinion.
Reasonable assurance is a high level of assurance but is not a guarantec that an audit conducted in accordance
with ISAs will always detect a material misstatement when it exists, Misstatements can arise from fraud or error
and are considered material if, individually or in the nggregate, 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 ISAs, we exercise professional judgment and maintain professional
skepticism throughout the audit, We also:

» Identify and assess the risks of material misstatement of the financial statements, whether due 1w fraud or
error, design and perform audit procedures responsive to those risks, and pbtain audit evidence that |5
sufficient and appropriate 1o provide a basis for our opinion, The risk of not detecting a material
misstaterent resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control;

«  Obtain an understanding of intemal control relevant to the audit in order to design sudit procedures that
ure appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Company’s internal control;

o  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management;

« Conclude on the appropriateness of management's use of the going concern basis of accounting and,
hased on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Company’s ability fo continue as a going concen. If we conclude
that a material uncertainty exists, we are required to draw attention in our auditors’ report 1o the related
diselosures in the financial statements ar, if such disclosures are inadequate, to modify our opinion, Chr
conclusions are based on the audit evidence obtained up to the date ol our auditors” report. However,
future events or conditions may cause the Company to cease to continue 4s a going concern:

o Fvaluate the overal] presentation, structure and content of the financial stutements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

We communicale with thase charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deliciencics in internal control that
we identify during our audit,

24 April 2020
Baku, Republic of Azerbaijun [ X
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NON-BANKING CREDIT ORGANIZATION “*VIATOR MICROCREDIT
AZERBALIAN" LIMITED LIABILITY COMPANY

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

AS AT DECEMBER 31, 2019
fin Azérbiiiani Manats)

Noies Year ended Yenr ended
December 31, 2019 December 31, 2018
Interest income caleulnted uding the effective interest 1,319,281 L440,094
Interest expense (21,819) (19,504
et interest income belore provision for impairment
losses on interest bearing nsscls 1,297.462 1,420,530
Provision for impairment losses on inlerest bearing assels - 2,00 5788 711,138
Net inferest income 3,313,250 2,131,668
Staff eosts-and related contributicons h] (892 345) (BET.UG1)
General and adminisirative expenses 6 (334,869) (36T.921)
IForgign exchange (loss)/ gain (F66) 1]
Cther income, net 13 1,102,490 25,780
Oither gaind (loss) 145,085 {24 1.839)
Income before income tax 3,373,525 a6l 15
[nesme my expense B 7 (26,439} (128.506)
MNet income for the vear 3.347.086 551,809
(nher comprehensive income for the year, net of tax - =
TOTAL COMPREHENSIVE INCOME FOR THE
YEAR 3,347,086 531,800

On behalf of the Management Board:

/

Aynur Aliyeva J.J
Exccutive Direcior L

April 24, 2020
Ganja, the Republic of Azerbaijan

Ruslan ‘Garayoy
Finance Kinnager

April 24, 2020
3anja, the Kepublic of Azerbaijan

The notes on puges 8-37 form an integral part of these financial statements,



NON-BANKING CREDIT ORGANIZATION *VIATOR MICROCREDIT
AZERBALJIAN" LIMITED LIABILITY COMPANY

STATEMENT OF FINANCIAL POSITION

AS AT DECEMBER 231, 2019
{In Azerbaijani Manais)

Notes  December 31,2019 December 31, 2008

ASSETS
Cash and cash equivalents 8 |7 e b 241,497
Loans 1o customers 9 3,594,706 4,050,300
Property and equipment 10 350,639 469,321
Assets held for sale 73.800 3,000
Deferred income tax asset 7 32,333 24,588
Cither assels 11 98.870 90.051
TOTAL ASSETS 7.262,725 4,878,760
LIABILITIES AND EQUITY
LIABILITIES:
Borrowings 12 3001344 3,903,143
Other liabilities 13 11,628 12,9586
Total liabilities 3,012,972 3,276,099
EQUITY:
Charter capital 14 693,774 693,774
Revaluation surpius 146,280 | 79.254
Retained earnings 3.409,699 29,639
Total equity 4,249,753 902,667
TOTAL LIABILITIES AND EQUITY 7,262,728 4,878,766

On behall of the Management Board:

w4
Y/

Aynur Aliveva RusTin Gaxayey [
Executive Director N Finance Manager
.
April 24, 2020 April 24, 2020
Ganja, the Republic of Azerbaijan Gianja, the Republic of Azerbaijan

The notes on pages 8-37 forn an integral part of these finaneial stafements,



NON-BANKING CREDIT ORGANIZATION “VIATOR MICROCREDIT

AZERBAIJAN” LIMITED LIABILITY COMPANY

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2019
{In Azgrbaiian! Manats)

Charter Revaluation Retainec Total

capital surplus cATnings equity
1 January 2018 693,774 196,432 (519,348) 370,858
Met profit for the year - 531,809 531,809
Amortization of revaluation surplus - (17,178) 17,178 .
Pecember 31, 2018 693,774 179,254 18,639 Gli2,667
Met profit for the vear 3,347,086 3,347,086
Amertization of revaluation surplus (32.974) 32,974 =
December 31, 2019 693,774 146,280 3,409,699 1,249,753

"\

—

k"

On behalf of the Management Board: o = 'rx [ )
7 ' — =
// = g:::——!’r——
dlrl'. . v

Ayour Aliveva Ruslan &praved
Execative Bireclor (l. Finance Myngger
April 24, 2020 April 24, 2020

Ganja, the Republic of Azerbaijan

The notes on pages 8-37 form an integral part of these financial statements.

Ganj. the Republic of Azerbaijan




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

FOR THE YEAR ENDED DECEMBER 31, 2019
{in Azarbaifan] Manais)

Notes Year ended Yeur ended
December 31, 2019 December 31, 2018

CASH FLOWS FROM OPERATING ACTIVITIES:

Interest received 1,317,776 1.675.373
Interest paid (14,786) (24,251}
Loans collected from customers, net 472,896 229 5090
Payments to employvees and suppliers (1.206,291) (1,233,404
Texes paid (30,000) -
Orther receipts less other payments 1,105,682 116,632
Nel eash inflow from operating activities 1,645,277 T63,930
CASH FLOWS FROMAUSED TO) INVESTING
ACTIVITIES:
Payments for property and equipment (5,170 (13,430
Receipts for property and equipment 6,674 -
Net cash inflow/{outflow) to investing activities 1.504 (15,430

CASH FLOWS USED TO FINANCING ACTIVITIES:

Repayment of borrowings {774915) {582,817)
Net cash outflow to financing activitics _ (774915) (582,817
Effect af exchange rute changes on cash and cash

aquivalents {984) 88
NET INCREASE IN CASH AND CASH

EQUIVALENTS 570,580 165,771
CASH AND CASH EQUIVALENTS, beginning of the

year L 241,497 78,726
CASH AND CASH EQUIVALENTS, end of the year 8 1,112377 241,497

O behall of the Management Board:

7’ /
F .,j
|_ ;-F7—

Aynur Aliyeva
Execotive Director J
April 24, 2020 April 24, 2020
Ganja, the Republic of Azerbaijan Ganja, the Republic of Azerbaijan

The notes on pages 8-37 form an integral part of these fnancial starements,



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

FOR THE YEAR ENDED DECEMBER 31, 2019
{fn Azerbaijani Mandaes)

1. 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 registration number TIN1400163551 on  December 30, 2002, The Company
is regulated by the Central Bank of the Republic of Azerbaijan (the “CBRA") and conducts its business under
special license number 136-QB. The Company's primary business consists of loan origination. Under the
existing license the Company does not have the right to obtain cash deposits 4s collateral, The head office of
the Company is located in Ganja, the Republic of Azerbaijan.,

As at December 31, 2019 the Company had § branches (December 31, 2018: 6) and the average number of
employees was 65 (2018: 69),

Registered address and place of business

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

Operating Environment of the Company

The Company’s operations are primarily located in Azerbaijan. Consequently, the Company is exposed 10 the
economic and financial markets of Azerbaijun which display characteristics of an emerging market. The legal,
tax and regulatory frameworks continue development, but are subject to varving interpretations and frequent
changes which together with other legal and fiscal impediments contribute to the challenges faced by entities
operating in Azerbaijan, Tn addition, the recent significant depreciation of the Azerbaijami Manat, and the
reduction in the global price of oil, have increased the level of uncertainty in the business environment.

The financial statements reflect management’s assessment of the impact of the Azerbaijani business
environment on the operations and the financial position of the Company. The future business environment may
differ from management’s assessment.

2. SIGNIFICANT ACCOUNTING POLICIES

Statement.of complinnce

These financial statements of the Company have been prepared in accordance with International Financial
Reporting  Standards (“IFRS™) issued by the Intemational Accounting Standards Boeard (“IASHY) and
Interpretations issued by the International Financial Reporting Interpretations Committee (“IFRIC™),

Guoing concern

These financial statements have been prepared on the assumption that the Company is a going concem and will
contimue in operation for the foreseeable fumre.

Other basis of presentation criteria

These financial statements are presented in Azerbaijani Manats (“AZN"), unless otherwise indicated. These
financial statements have been prepared under the historical cost convention, except measurement al 2 fair value
of certain financial instruments and measurement of buildings at revalued amounts according 1o IFRS.

The Company maintains its accounting records in accordance with the laws of the Republic of Azerbaijan.
These financial statements have been prepared from the statutory accounting records and have been adjusted 1o
conform to [FRS. These adjustments include certain reclassifications to reflect the economic substance of
underiying transactions including reclassifications of certain assets and liabilities, income and expenses 1o
appropriate financial statement caplions,



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

FOR THE YEAR ENDED DECEMBER 31, 2019
fin Azsrbaifan! Manurs)

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,

The effective interest method is a method of caleulating the amortized cost of a financial asset or financial
liability (or group of financial assets or financial ligbilities) and of allocating the interest income 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 points paid or received that form an integral part of the effective interest rate, transaction costs and
other premiums or discounts) through the expected lite of the financial instrument or, when appropriate, &
shorter period to the net carrying amount of the financial asset or financial liability.

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

Interest carned on assets at fair value is classified within interest income.

Financial instruments

The Company recognizes (inancial assets and liabilities in its statement of financial position when it becomes a
party 10 the contractual obligations of the instrument. Regular way purchases and sales of financial assets and
liabilities are recognized using settlement date accounting.

Financial assets and financial linhilities are initially measured at fair value, Transaction costs that are dircetly
artributable to the acquisition or issue of financial assets 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 gssets or financial liabilities, as appropriate, on initial recognition.

Transaction costs directly attributable to the acquisition of financial assets or financial liabilities ut [air value
through profit or loss are recognized immediately in prafit and loss accounts,

IFRS 9 Financial Insiruments

As a result of the adoption of IFRS Y, the Organization has adopted consequential amendments to IAS |
“presentation 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 method. Previcusly,
the Organization disclosed this amount in notes to the financial statements. Additionally, the Organization has
adopted consequential amendments to IFRS 7 “Financial lnstruments: Disclosures” that are applied W0
disclosures about 2018 but have not been applied to the comparative information.

IFRS 9 replaces IAS 39 “Financial Instruments — Recognition and Measurement™, Comparative periods have
not been réstated. Accordingly, the information presented for 2017 does not reflect the requirements of [FRS 9
and therefore not comparable to the information presented for 2018 under [FRS 9. Differences in the carrying
amounts of financial assets and financial liabilities resulting from the adoption of TFRS 9 arc recognised in
retained sarnings as at | January 2018,

a) Classification and valuation

The Initial recognition of all financial assets, which are not in accordance with IFRS 9 terms of "payment of
principal amount and interest” are classified as at fair value through profit or loss (FVTPL). Under this eriterion,
instruments such as debts mstruments which are not relevant to "lending agreement”, such as related conversion
options or "call-option” loans, are classified as at (FVTPL). For Mnancial assets that meet the criteria of
"nayment of principal amouni and interest", the classification at the initial recognition of such financial assets
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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, 2019
{In Azavbaijani Manats)

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

Financial assets held 0 maturity are measured at amortized cost;

o Financial assets held to maturity and held for sale are measured at fair value through other
comprehensive meome (FVOCT)

» Financial instruments operatad on other basis, including trading financial assets, are measured in fair
value through profit or loss (FVTPL).

by Impairment

Implementation of IFRS 9 has completely changed the accounting treatment of the Organization's impairment
loss of financial assets. as the result, [FRS 9 incurred loss model has been replaced with expected credit loss
(ECL) approach. Since | January 2018, The Organization, together with loan commitments and lMnancial
auarantees contracts fair value through the statement of profit or Loss (FVTPL) with all Touns that are nol
measured and other debt financial assets for cxpected credit loss (ECL) ressrves are registered. Impairment on
equity instruments is not caleulated on TFRS 9.

¢} Impact of implementation of IFRS 9

Adoption of IFRS 9 impact to Statement of Financial Position and Retaining eaming as at 1 January 2018, also
impact of method of calculate for incurred credit loss based on TAS 39 replace with ECL Which based on IFRS
9 shown below.

Based on LAS 39 opening balance as at January 1, 2018 against bulances recorded in accordance with IFRS
9 as follow:

Measurement based on Reclassi Recaleulation IFRS 9
IAS 39 fication
Category Amouni ECL Other Amount Cutegory
Finaneial
assers
Cash and Al Al
cash amortized amortized
2guivalents cost 241,497 - - - 241,497  cost
Loans to AT Al
CLStOmers athirtized armirtized
cost 4,404,088 - (304.675) - 4099413 cost

Retained earnings

Closing balance for JAS 39 (31 December 2017) (214,673
Recognition of [FRS 9 ECL (304,675)
Reealculated 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 cumulative initial loan loss provision as 1AS 39 and IAS 37 “Provisions,
potential liabilitiss and potential assets” credit obligations and financial guarantee contracts are reconciled with
ECL under IFRS 9.

1



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

FOR THE YEAR ENDED DECEMBER 31, 2019
{In Azerbaijoni Manais)

IAS 39, as at December 31, ECL basced on IFRS
201 7/Provision for loan loss on 9 as at January 1,
1AS 37 Recalculation M
Impairment method for the
followings
Luoans 1o customers al amortized
caleulnted {4,502,315) (3(4,675) (4,807,590}
Liabilities and contingent assets {4,502,915) (304,675) (4,807,590)

Basis of measurement

The financial statements have been prepared under the historical cost convention, unless mentioned otherwise
in the accounting policies below (e.g. certain financial instruments that are measured at fair 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 hability in an orderly
transaction between market participants at the measurement date. When measuring the fair value of an asset or
a liability, the Organisation uses market observable data to the extent possible.

I the fair value of an asset or a liability is not directly observable, it is estimated by the Organisation (working
closely with external qualified valuers) using valuation techniques that maximise the use of relevant abservable
inputs and minimise the use of unobservable inputs (e.g. by use of the market comparable approach that reflects
recent transaction prices for similar items, discounted cash flow analysis, or option pricing models refined to
reflect the issuer's specifie circumstances). Inputs used are consistent with the characteristics of the asset /
Hability that marketl participants would take into account.

Fair vaiues are categorised into different levels in a fair value hierarchy based on the degree to which the inputs
to the measurement are observable and the significance of the inputs to the fair value measurement in its entirety:

«  Level | fair value measurements are those derived from quoted prices (unadjusted) in active markets
for identical assets or habilities.

«  Level 2 fair value measurements are those derived from inptits other than quoted prices included within
Level | that are observable for the asset or lability, either directly (i.c. as prices) or indirectly (i.c.
derived from prices).

s Level 3 fair value measurements are those derived from valuation techniques that include inputs for the
asset or liahility that are not based on observable market data (unobservable inputs).

Transfers between levels of the fair value hierarchy are recognised by the Organisation at the end of the reporting
period during which the change occurred.

Cash and cash equivalents

Cash and cash equivalents are items which are readily convertible to known amounts of cash and which are
subject 10 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 cusiomers

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

loans granted by the Company are initially recognized at a fair value, plus related transaction costs, Where the
fair value of consideration given does not equal the fiir value of the loan, for example where the loan is 1ssued
at lower than market rates, the difference between the fair value of consideration given and the fair value ol the

11




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

FOR THE YEAR ENDED DECEMBER 31, 2019
dIn Azerbaifani Marais)

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 at amoertized cost using the effective
interest method. Loans to customeérs 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 ol new loan conditions.

Cnce the terms have been renegotiated, the loan is no longer considered past due. Management continuotisly
reviews renegotiated loans to ensure that all criteria are met and that future payments are likely to oecur. The
leans continue to be subject to an individual or collective impairment assessment, calculated using the loan's
original or current effective interest rate.

Write-off of loans und advances

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

Pe-recognition of financial assels

The Company derecagnizes 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 1o another entity, If the Company neither transfers nor retains substantially all the risks and rewards of
awnership and continues to control the transferred asset, the Company recognizes its retained interest in the
asset and an associated liability for amounts it may have to pay. If the Company retains substantially all the
risks and rewards of ownership of a transferred financial asset, the Company continues to recognize the financial
asset and also recognizes 4 collateralized borrowing for the proceeds received.

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

On de-recognition of a financial 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 result in the retention of
substantially all the risks and rewards of ownership and the Company retains control), the Company allocates
the previous carrying amount of the financial asset between the part it continues to recognize under continuing
involvement, and the part it no longer recognizes on the basis of the relative fair values of those parts on the
dute of the transfer. The difference between the carrving amount allocated to the part that is no longer recognized
and the sum of the consideration received for the part no longer récognized and any cumulative gain or loss
allocated 1o 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 betwecn 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 linbilities and equity instruments

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

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting
all of its liabilities. Equity instruments issued by the Company are recognized at the proceeds received, nel of
direct 1ssue costs,



NON-BANKING CREDIT ORGANIZATION *VIATOR MICROCREDIT AZERBAILJAN™
LIMITED LIABILITY COMPANY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2019

{In Azerbaifani Marars)

Financial liabilities
Financial liabilities are classified as either financial liabilities “at FVTPL" or “other financial liabifities”.
FFTRL

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 profit and loss sccounts, The net gain or loss recognized in profit and loss accounts incorporates
any interest paid on the financial liability and is included in the “other income/(loss)” line item in the statement
of comprehensive mcome.

COther financial liabiliies
(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, with
interest expense recognized on an effective yield basis,

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

Borrowings

Borrowings are recorded when money are advanced to the Company by counterparty lenders. The non-
derivative liability is carried at amortized cost. [f the Company purchases its awn debt, it is 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 debt.

De-recognition of financial liabilities

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

(Miset of financial assets and liabilities

Financial assets and lisbilities 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 to
settle on a net basis or to realize the asset and settle the liability simultaneously. In accounting for a transler of
a financial asset that does not qualify for de-recognition, the Company does not offset the transferred assel and the
associated liability.

Properiy 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 lives, residual values and depreciation method are

reviewed al the end of each reporting period, with the effect of any changes in estimate accounted [or on 4
prospective basis at the following annual rates:

Buildings T

Vihicles 200

Computers and equipmeént 33%

Fumniture and fixtures 20%

Other-assets 5%
i3
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Expenses related to repairs and renewals are charged when incurred and included in operating expenses unless
they qualify for capitalization.

At the end of each reporting period, the Company reviews the carrying amounts of its property and equipment
to determine whether there is any indication that those assets have suffered an impairment 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 to estimate the recoverable amount of an individual asset, the
Company estimates the recoverable amount of the cash-generating unit to which the asset belongs.

Buildings are stated in the statement of financial position at their révalued amounts, being 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 carmying amount does not differ materially from that which
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 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 to the property revaluation
reserve, except to the extent that it reverses a revaluation decrease for the same asset previously recognized as
an expense, in which case the increase is credited to the statement of comprehensive income to the extent of the
decrease previously charged. A decrease in carrying amount arising on the revaluation of such buildings is
charged as an expense to the extent that it exceeds the balance, if any, held in the property’s revaluation reserve
relating to a previous revaluation of that asset.

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

If the recoverable amount of an asset (or cash-generating unit) is estimated 1o be less than its carrying amount,
the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount. An impairment
loss is recognized immediately in profit and loss accounts.

Where an  impairment loss  subsequently reverses, the carrying amount of  the assel
{or a cashigenerating unit) is increased 1 the revised estimate of its recoverable amount, but so that the increased
carrying amount does not exceed the carrying amount that would have been determined had no impairment loss
been recognized for the assel {or cash-generating unit) - in prior VEears,
A reversal of an impairment loss is recognized immediately in profit and loss accounts,

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

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

The tax currently pavable 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 expensc that are taxable or
deductible in other vears and it further cxcludes items that are never 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.
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Deferred tax is the tax expected to be payable or recoverable on différences berween the carrying amounts of
assets and liabilities in the financial statements and the corresponding tax hases used in the computation of
taxable profit and is acoounted far using the balance sheet liability method,

Deferred tax liabilities are general lv recognized for all taxahle temporary differences and deférred tax assets are
recognized to the extent that it is probable that taxable profits will be availuble against which deductible
=mporary differences can be utilized. Such assets and liabilities are not recoanized if the temporary difference
arises from goodwill or from the initial recognition (other than in a business combination) af other assets and
Habilities in a transaction that af fects neither the tax profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it j
fw lenger probable that sufficient taxable profits will be available to allow all or part of the assel to be recovered,

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability 1s settled or
the asset is realized. Deferred tax Is chy rged or eredited in the statement of com prehensive income, except when
it relates to items charged or credited directly to equity, in which case the deferred 1ax is also dealt with in
equity.

Deferred income tax assets and liabilities are offset and repurted net on the statement of fnancial position if:

*  The Company has a legally enforceable right to set off current income tax assets aganst current
ncome tax labilities; and
Deferred income tax assets and the deferred income tax liabilitics relate to income taxes levied by the sume
waxation 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 & component of operating expenses in the statement of comprehensive
NCome.

Provisions

Provisions are recognized when the C ompany  has a presént legal or constructive obligation as
a result of past events, and it is probable that an outflow of resolrces embodying economic benefits will be
required to settle the obligation and a reliable estimate of the obligation can be made.

The amount recognized as g provision is the best estimate of the consideration required to semle
the present obligation at the end of the reparting period, taking into account the risks and uncertainties
surrounding the obligation. When a Provision is measured using the cash flows estimated to settle the present
abligation, its carrying amount is 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 benefits required 1o settle a provision are expected 1o be recovered fiom a
third party, a receivable is recognized as an asset if it is virtually certain that reimbursement will be received
and the amount of the receivable can be measured reliabiy,

Retirement and other benefit obligations

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

The Company does not have any pension arrangements separate from the state pension system of the Repuhlic
of Azerbaijan. In addition. the Company lias no post-retirement benefits or other significant compensated
benefits requiring accrual.
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Confingencics

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

Charter capital

Charter capital is the amount of capital contributed by the 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 equity as a reduction in the period in which they are declared.

Dividends that are declared after the reporting date are treated as a subsequent evenl under Internationd]
Accounting Standard 10 “Events after the Reporting Date” ("IAS 107) and disclosed accordingly.

Foreign currency translation

The fimctional currency of the Company is the currency of the primary economic environment, in which it
operates, The Company’'s [unctional currency 15 AZN.

Financial assets and liabilities denominated in foreign currencies are translated into AZN at the appropriate spot
rates of exchange of the CBAR ruling at the end of reporting date, Foreign currency transactions are accounted
for at the exchange rates prevailing 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 year-end used by the Company in the preparation of the financial statements are as
falliws:

December 31, 20019 December 31,2018

LUSD/AZN 17000 1.7000
EUR/AZN 1.9035 1.54638

3. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

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

Allowance for impairment of loans to customery

The Company regularly reviews its loans to assess for impairment. The Company *s loan impairment provisians
are established to recognize incurred impairment losses in its portfolio of loans and receivables, The Company
considers accounting estimates related to allowance for impairment of loans and receivables a key source of
estimation uncertainty because (i) they are highly susceptible to change from period to period as the assumptions
about future default rates and valuation of potential losses relating to impaired loans and receivables 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 matenal impact on its
financial statements in future periods.

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

The allowances for impairment of financial assets in the financial statements have been determined on the basis
of existing economic and political conditions. The Company is not in a 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 1,974,998 and AZN 4,009,203
and as at December 31, 2019 and 2018, respectively.

Recoverability of deferred tax assets

Tl carrving value of deferred tax assets amounted to AZN 32,333 and AZN 24,588 as at December 31, 2019
and 2018, respectively.

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

Liseful life of property and equipment

The Company assesses the remaining useful lives of items of property and equipment at least at each financial
year-end. If expectations differ from previous estimates, the changes are accounted for as a change in an
accounting estimate in accordance with IAS 8 “Accounting Policies, Changes in Accounting Estimates and
Errors”. These estimates may have a material impact on the amount of the carrying values of property and
equipment and on depreciation recognized in profit or loss.

Current {axes

Azerbatjani tax, currency and customs legislation is subject to varving interpretations and changes ocgur
frequently. Further, the interpretation of tax legislation by tax authorities as applied to the wansactions and
activity of the Company may not coincide with that of management. As a result, tax authorities mav challenge
transactions and the Company may be assessed additional taxes, penalties and interest, which can be significant.
Periods remain open to review by the tax and customs authorities with respect to tax liabilities for three calendar
years preceding the year of review, Under certain 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 vear ended 31
December 2019, with the Company not opting for early adoption. These have, therefore, not been applied In
preparing these financial statementy,

1FRS 17 "Insurance Contracts"(issued on 18 May 2017 and effective for annual periods beginning on aor
after 1 January 2021). TFRS 17 replaces IFRS 4, which has given companies dispensation to carry on
accounting for insurance contracts using existing practices. As a consequence, it was difficult for investors to
compare and contrast the financial performance of otherwise similar insurance companies, IFRS 17 1s a single
principle-based standard to account for all types of Insurance contracts, including reinsurance contracts thar an
insurer holds. The standard requires recognition and measurement of groups of insurance contracts at: (i) a risk-
adjusted present value of the future cash flows (the fulfilment cash lows) that incorporates all of the available
information about the fullilment cash flows in a way that is consistent with observable market information; plus
(if this value is a liability) or minus (if this value is an asset) (ii) an amoun! representing the unearned profit in
the group of contracts (the contractual service margin), Insurcrs will be recognising the profit from a group of
insurance contracts over the period they provide insurance coverage, and as they are released from risk. if 4
group of contracts is or becomes loss- making, an entity will be recognising the loss immediately.

Amendments to the Conceptual Framework for Financial Reporting (issued on 29 March 2018 and effective
for annual periods beginning on or after 1 January 2020). The revised Conceptual Framework includes a new
chapler on measurement: guidance on reperting financial performance; improved definitions and guidance - in
particular the definition of a liability; and clarifications in important areas, such as the roles of stewardship.
prudence and measurement uncertainty in financial reporting.

Unless otherwise described above, the new standards and interpretations are not expected to affect significantly
the Company’s financial statements.

5. STAFF COSTS AND RELATED CONTRIBUTIONS
Staff costs and related contributions comprise:

Year ended Year ended
December 31, 2009 December 31, 2008

Wages and salaries 619,675 648,043

Allowances, incentives and other benefits 151,906 102,582

Compulsory social securify obligations 120,764 136,436

Total stalf costs and related contributions 892,345 $87.061
|8
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6. GENERAL AND ADMINISTRATIVE EXPENSES
General and administrative expenses comprise:

Year ended Year ended
December 31, 2019 December 31, 2018

Security expenses 315,626 43,198
Bank commission [8,055 17,678
Rent expenses 21,866 34025
Taxes other than income tax expense 4,954 3,957
Crffice supplies [R. 822 29001
Depregintion 46,379 23,946
Legal and court fees 2,840 2.380
Business trip expenses dx.133 I6, 346
Professional services and fees 13,840 8,260
Reepair und maintengnoe 4,210 5,272
Transportation expensed - 93
Litilities 15,222 17,876
Training expenses 5,687 435
tembership fees - 6,318
Communication expenses 11,065 12061
Institutiona! development costs | 2.259 7306
Insurance expenses 13,472 32,700
Oithers 88,439 95048
Total general and administrative expenses 334,869 367,921

7. INCOME TAX EXPENSE

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

The Company is subject to certain permanent tax differences due to non-tax deductibility of certain expenses and
certain income being treated as non-taxable for tax purposes.

Deterred taxes reflect the net tax effects of temporary differences between the carrying amounts of assets and
liabilities Tor financial reporting purposes and the amounts used for tax purposes.

Temporary differences as at December 31, 2019 and 2018 relate mostly to different methods/timing of income
and expense recognition as well as to temporary differences generated by taxation bases’ differences for certain
assets and Labilitios.

Tax legislation of the Republic of Azerbaijan in particular may give rise (0 varying interpretations
and ameéndments, In addition, as management's interpretation of tax legislation may differ from that
of the tax authorities, transactions may be challenged by the tax authorities, and asa result the Company may be
assessed additional taxes, penalties and interest which could be material for these financial statements.
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Year cnded Year ended

December 31, 2019 December 31, 2018

Income ax expense 34,184 30,648
Deferred tax (benefit)/expense {7.745) 08.254
Tatal Profit Tax 26,439 128,906

The efféctive tax rate reconciliation is as follows:
3 December 2019 31 December 2018

Profit/(Loss) before income tax 3,373,525 660,715
Income tax expense/{benefit) at the statutory tax rate 20% 674,705 132,143

Tax effect of items which are not deduetible or assessable
for taxation purposes

Mon-taxable income (648,266) (3,237
Non-deductible expenses = =
Profit tax expense for the year 26,439 128,906

Charged/Credited to

profit and lass 31 December 2019

31 December 2018

T effect of deductible
temporary differences

Loans lo customers - 18,891 18,391
Property and equipment 2,678 2,697 5,375
Assets held for wale - - -
Deferred tax assel - - -
(Onhier dssers 22,240 {10,344) [ 1,8%0
PBormowings 242 {1,8435) (1,003)
Tax payable - - 2
Other lHabilitizs (L172) (1654 (2,826)
Metr deferred income tax

nssel 24,588 7.745 32,333

8. CASH AND CASH EQUIVALENTS
Cash and cash equivalents comprise:

DPecember 31, 2019 December 31, 2008

Cash on hand 5.430 3013

Balanees in bank accounts [, 106,947 238,484

Total cash and cash equivalents 1,112,377 241,497
20
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9. LOANS TO CUSTOMERS
[.oans to customers are issued primarily 1o customers located within the Republic of Azerbaijan:
December 31, 2019 December 31, 2018

Loans o customers:

Apriculturul seclor 1,532,498 3,674.425
Trade sector 1,123,575 1,804,077
Service seclor 2,794,683 2201712
Other seetors ) ) 2.250.841 434, T(H)
Giross valoe of loans (o customers 7,701,597 8,119,514
Less: Allowance for loan impainment (1.974,99%) (4,009,203}
Met value of loans to customer 5,726,599 4,110,711
Deferred commission fee {131,893) (60,402)
Total louns to customers 5,594,706 4,050,309

Analysis of changes in gross carrying value and comresponding ECL in relation to agricultural sector loans
during the vear ended December 31, 2019 is as follows:

Loans to costomers — agricultural sector Stage | Stage 2 Stage 3 Total

Gross carrying value as st | January 2019 802,062 22,392 2,849,971 3,674,425
New assets originated or purchased 461,450 . - 461,450

Assets repaid (§15,285) {15.521) {1,140,098) {(1.970,904)

Transters to Stage | - - - .

Translers to Stage 2 {9,398) 9398 -

Transfars 1o Stage 3 (R1,800) (7436) #9256 E

Recoveries 1,218 87,554 &8,772

Amounts written off (87.512) (87,512}
Amounts restructured as other loans (633,733) (633,733}
At 31 December 2019 358,247 8,813 1,165,438 1,532,498
Loans to customers — agriculiural sector Stage 1 Stage 2 Stage 3 Total

ECL as ai 1 January 2019 = (8,095) (2,107,210) (2,115.305)

Mew assels erginated or purchased (30, 104) - - (30, )

Aszels repaid - 4,862 004,548 oA

Net recalculation of loss reserve (3,175) {(404) (98,534) (102,113)
Tronsfers 1o Stape | -

Transfers o Slage 2 1,028 (1,028) -

Trunsfers to Stage 3 722 2,678 (3,400) -
Recoveries - - (54 964) {54,064}
Amounts written off 87312 B7.512

Amounts restructured as other loans 462,144 462,144

At 31 December 2019 {31,529) (1,987) (719,904) (753420}
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Analysis of changes in gross carrying value and corresponding ECL in relation to trade sector loans during the
year ended December 31, 2019 is as follows:

_Louns to customers — trade sector Stage 1 Stage 2 Stage 3 Tota]
Gruoss carrying value as at | January 2019 698,385 6,152 1,099,540 LA04,07T
Mew gesety originated or purchased BYE, 800 - - BOH, 800
Assets repaid (813,731) (6.261) (375,265) (1,395,257)
Transters 1o Stage | 10,078 - (10,078) -
Transfers (o Stage 2 £ 7.447 (7447 -
Transfers to Stage 3 (484} - 484 -
Recoveries 54854 - 24,944 30,838
Amounts written off - - (23,505) {23,505)
Amounts restructured as other loans - - (191.378) (191.378]
At 31 December 2019 TUR,942 7,338 317,295 1,123,575
Loans o customers = trade sector Stage | Stage 2 Stage 3 Total

ECL ns at 1 Janpary 2019

(1,775) (751,909) (753,684)

New assets originated or purchased (70,793 - (70,793}
Assels repiad - 1,773 197,277 390 (552
Met recaleulation of loss ressrve {2,425) . {26,379) (28.804)
Iransfers (o Stage | - - - .
['runsfers to Stage 2 - (2,230} 2,250 -
Transfers 1o Stage 3 = = = =
Recovarics (283) - (14283 (14,566)
Ampunts written off 23,505 23,503
Amounls restructured as other loans 191,055 191,055
At 3 December 2019 {73,501) (2231 {178,504) (254,235)

Analysis of changes in gross carrying value and corresponding ECL in relation to service sector loans during
the year ended December 31, 2019 is as follows:

Loans to cusiomers — service seelor Stage 1 Stuge 2 Stage 3 Totul
_Gross earrying value as at | January 2019 938,070 11,213 1,252,429 2,201,712
Wew assets originated or purchasei 2,557,250 - . 2,537.250
Acsets repuid (1,416,945) (19.950) (605,691) 2.042.586)
Transfers o Stage | 21,045 - (Z1,045) -

[ ransfars (o Stage 2 o 190,281 (190,281)

Transfers 1o Stage 3 - - - -
Recoveries 10,35) 37067 35412 | 02,869
Amounts writien off - - {24,562) (24,562}
At 31 December 2019 2,102,810 2384611 446,262 2,794,683
Laans to customers — sérvice sector Stage 1 Stage 2 Stage 3 Total
ECL ns at 1 January 2019 - (1,297} {984,858) {986,155)
New aesels originated or purchased (163,766) . - (163.766)
Assets repaid ' 1,047 1,297 477,135 479470
Wet recalculation of loss reserve (1.813) . 165,955 164,142
Transfers to Stage | - - - -
Transfers 1o Stage 2 - (72,025) 72,025

Transfers to Stage 3 - - - -
Fecoverics (1243 - (20,514} (20,638)
Amounts written off 4 562 24.562
At 31 December 2019 {164.656) (72,025) (265,695) (502,376)
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Analysis of changes in gross carrying value and corresponding ECL in relation to other sectors loans during the
year ended December 31, 2019 is as follows:

Loans to customers — other sectors Stage | Stage 2 Stage 3 Total
(iruss carrying value as at 1 January 2019 168,128 1,479 270,043 439,700
Mew assets originated or purchased 1,425,850 - - 1,425,850
Assets repaid {(508.018) (33,495) (79,784) {621,297)
Trunslers to Stage | TAET - {7,127} -
Transfers to Stage 2 - 917,233 {217.232) -
Transhers to Stage 3 - (425} 425 -
Recoveries 487 106,796 650 197,042
Amounts written off - - (16.465) (16,465
Amounss restrugiured (agricultural sector) . - 633,733 633733
Amounts restructurad (trade sector) - - 191,378 191,378
At 31 December 2019 1,093,574 1,081,588 75,679 2.250.841
Lonns to customers — other sectors Stage | Stage 2 Stape 3 Total
ECL as at 1 January 2019 = (533) (153,526) (154,059)
New assets originated or purchased (96,515) - . (96.515)
Assets repaid o9 350 &0,004 70,243
Net recalculation of lass reserve (362) - 369,340 368,978
Transfers o Stage | - - - .
Transfers to Stage 2 - (326,422} 326,422
Transfers to Singe 3 - 200 (200) -
Recoveries - (415} (415)
Amounts written off -
Amounts restroctured (agricultural sector) (462,144} (462, 144
_ Amounts restructured (trade sector) B {191,055} [191,055)
AL 31l December 2019 (96,078 {326.405) (42.484) (464.967)

On February 28, 2019, the President of the Republic of Azerbaijan signed a deeree "On the additional measures
to salve defaulted loans of individuals in the Republic of Azerbaijan” ("the Decree”). According to the Decree
the increase in loan balances denominated in foreign currency resulted from devaluation of the national currency
with total exposure up to USD 10,000 in all banks have been compensated by the government. During 2019
organization received compensation as a result of ahove decree in the amount of AZN 2,911,886.

As a result of decrec, company has improved quality of its non-performing loan portfolio and that resulted in
recovery of provision for the vear.

As & result of decree company has recovered written of loans in the amount of AZN 1,103,630, which is
disclozed onder Nole 15 Other Income.

As at December 31, 2019 and 2018 all loans (100% of towl loans to customers) were granted 1o individuals
operating in the Republic of Azerbaijan, which represents an absolute geographical coneentration in one region.

As at December 31, 2019 and 2018, there was no aggregate loan per borrower which individually exceeded 1%
of wotal balance of loans to customers. The Company mainly lends micro and small eredits to individuals and
individual entrepreneurs.

Included in loans to customers AZN 56,044 and AZN 54,539 as al December 31, 2019 and 2018, respectively.
represent accrued interest receivable.

As at Decemiber 31, 2019 and 2018, a maximum credit risk exposure on loans to customers amounted to AZN
3,504,706 and AZN 4,050,309 respectively.
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11. OTHER ASSETS
Other assets comprise:
December 31, 2019 December 31, 2018

Other non-Tinancial assets:

Prepaid taxes 57.604 76107
Other prepayments 41,176 13,944
Total other assets 98,870 90,051

12. BORROWINGS
Borrowings comprise:
December 31, 2009 December 31, 2018

Borrowings from loeal instinutions 729,045 -
Borrowings from foreign institutions 2,272,299 3,963,143
Total borrowings 3,001,344 3,963,143

Included in borrowings AZN 11,242 and AZN 4,209 as at December 31, 2019 and 2018, respectively represent
acerued interest payable.

On August 5, 2016, the Company signed the inter-creditor agreement with lenders. [n relation to this agreement
no creditor will take any enforcement action with respect to any debt from the date of this agreement until all
loans have fully been repaid to cach creditor. Each creditor agrees to reduce the rate of interest payable in respect
of its loan to 5% effective as of August 1, 2016. All borrowed funds had been converted to US dollars at the
rate of exchange USD 1,00 = EUR 0.8948 and USD 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 operations from domestic or international sources, From that date three
amendments have been signed 1o the contract. According to first amendment which has been signed June 30,
2017, each creditor agrees to reduce the rate of interest payable from formerly agreed 5% (o 2% as of July 1,
2017. A¢eording to second amendment which has been signed February 28, 2018, each creditor agrees to waive
its right to charge and lo receive any interest payable in respest of its loan from March |, 2018, and up to
February 28, 2019, Third amendment which has been signed on June 30, 2018, agreement between parties (o
adjust repayment dates of principai amount.

Borrowings from local institutions represent loan from CBAR. On August 1, 2019, according to decree simed
by President of the Republic of Azerbaijan on February 28, 2019, agreement has been signed between the
Company and CBAR. According to the agreement CBAR have provided loan to the company with 0.1% interest
rate and for 5 years under the stale guarantee in order to restructure loans Lo individuals with overdue days more
than 360 as at the date of the Decree and issued starting January 1, 2012 till the date of the Decree with exposure
of up 1o USD 10,000 or AZN 17,000. CBAR transterred first tranche to the Company on December 29, 2019
amotnted AZN 922,962, [oan has been recognized on balance sheet based on amortize cost method using inter-
hank market rate for loans with 5 years maturity which i3 7.18%.
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13. OTHER LIABILITIES

Other liabilities comprise:

December 31,2019 December 31, 2018

Accruals for unused vacations 1,510 2,456
Accroed expenses 10,000 10,000
Payables 10 S5PF |18 -
Total ather linbilities 11,628 12.956

14. CHARTER CAPITAL

As at December 31. 2019 and 2018 charter capital consisted of 100 shares with par value of
AZN 6.937.74 each. Viator AS (Kingdom of Norway) owns 100% shares of the Company.

15. OTHER INCOME
December 31, 2012 December 31,2018

her income:

Eecovery of written of loans 1,103,630 -
Other (loss) income (1,140 25,780
Total other income 1,102,490 25,780

16, COMMITMENTS AND CONTINGENCIES
Compliance with requirements of the CBAR

The Company has to comply with rules and requirements sct by the CBAR in accordance with the Law on Non-
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, 2019 and 2018.

Capital commitments

The Company had no material commitments for capital expenditures outstanding as at December 31, 2019 and
2018,

Legal proceedings

From fime fo time and in the normal course of business, claims against the Company may be received from
customers and counterparties. Management is of the opinion that no material un accrued 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 maore than
pne interpretation, which allows the tax authorities (o take decisions based on their own arbitrary interpretation

of these provisions. In practice, the tax authorifies ofien interpret the tax legislation not in favor of the taxpiyers,
who have ta 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 eriteria ol
~commercial purpose (substance) of transaction”.
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Such uncertainty could, in particular, be attributed to tax treatment of financial mstruments/ derivatives and
determination of market price of transactions for transfer pricing purposes. It could also lead to temporary
taxable differences occwrred due to loan impairment provisions and income tax linbilities being treated by the
tax authorities as understatement of the tax base. The managerent of the Company is confident that applicable
taxes have all been accrued and, consequently, creation of respective provisions is not required,

Generally, taxpayers are subject to tax audits with respect to three calendar years preceding the year of the audit.
However, completed audits do not exclude the possibility of subsequent additional tax audits performed by
upper-level tax inspectorates reviewing the resulls 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 bevond the three-vesr term set forth in the tax legislation, if a court
determines that the laxpayers have obstructed or hindered a tax inspection,

17. TRANSACTIONS WITH RELATED PARTIES

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

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

(b) Associates — enterprises on which the Company has significant influence and which is neither a
subsidiary nar a joint venture of the investor;

(¢} Joint ventures in which the Company is a venturer;

(d) Members of key management personnel of the Company or its parent,

(e) Close members of the family of any individuals referred to in (2) or (d);

(f) Parties that are entities controlled, jointly controlled or significantly influenced by, or for which
significant voting power in such entity resides with, directly or indirectly, any individual referred 1o in
(d) or (e); or

(2) Post-employment benefit plans for the benefit of employees of the Company, or of any entity that is
a related party of the Company.
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In considering each possible related party relationship, attention is directed to the substance of the relationship.
and not merely the legal form. The Company had the following transactions outstanding as at December 31,
2019 and 2018 with related parties:

December 31, 2019

*Normisjon Viator AS Kev managemenl
_ personnel
Balances
Loans {0 customers - - 9,538
Borrowings 80,396 - -
Transactions
Interest incomea - 974
Interest expense 938 - =
MNon-inferest expense £ - 210106
December 31, 2018
*Normisjon Viator AS Key management
personnil
Balnneces
Borrowings |46, 86% -
Transactions
Interest expense 353 - -
Non-interest expense - - 187,841

*Normisjon Region East and Normisjon Nordland Eiendom AS are two separate logal entities and affiliated
parties of Normisjon network.

18. 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 shareholders through the optimization of the debt and equity balance.

The Company is not subject to capital adequacy monitoring by any regulatory or supervisory body. The only
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 earnings and revaluation surplus as
disclosed in the statement of changes in equity.

The Management Board reviews the capital structure on g semi-annual basis. As a part of this review, based on
recommendations of the Board, the Company balances its overall capital structure through payment of div idends
or new share issues.

19. FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair values of linancial instriments carried at amortized cost:

The Company uses the following hierarchy for determining and disclosing the fair vialue of financial instruments
by valuation techniques:

»  Level 1! quoted market price (unadjusted) in an active market for an identical instrument.

. Level 2: inpu[s other than quotes [:I'riI:ES mcluded within Level 1 that are abservable either dlrﬂﬂtl} (1.8,
as prices) or indirectly (i.e. derived from prices). This category includes instruments valued using:
quoted market prices in active markets for similar instruments; quoted prices for similar instruments
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in markets that are considered less than active; or other valuation technigues where all significant
inputs are directly or indirectly observable from market data.

«  Level 3: inputs that are unobservable. This category includes all instruments where the valuation
technique includes inputs not based on observable data and the unobservable inpuls have a significant
elfect on the instrument’s valuation, This categary includes instruments that are valued based on quoted
prices for similar instruments where significant unobservable adjustments or assumplions are required
to reflect differences between the instruments.

The following analyses the [air value of financial instruments not measured at fair value, by the level in the fair
value hierarchy into which each fair value measurement is categorised as at 31 December 201%:

Level 1 Level 2 Level 3 Tonal
FINANCIAL ASSETS
Cash and cash cquivalents 106,947 S = 1,106,947
Loans to customers - - 5,504,706 5,594,706
TOTAL FINANCIAL ASSETS 1,106,947 - 5594706 6,701,653
FINANCIAL LIABILITIES
Bormowings - - 3001344 3,001,344
Cther fnancial habilities - 10,000 - 10000
TOTAL FINANCIAL LIABILITIES 2 10,000  3.001,344 3,011,344

The following table analyses the fair value of financial mstruments not measured at fair value, by the level in
the fair value hierarchy into which each fair value measurement is categorised as at 31 December 201 8:

Level 1 Level 2 Level 3 Total
FINANCIAL ASSETS
Cash and cash equivalents 2414597 - - 241.497
Loans o customers - - A (550 309 4,050,30%
TOTAL FINANCIAL ASSETS 241,497 - 4,050309 4.201,806
FINANCIAL LIABILITIES
Bormowings . - 3,693,143 3.693,143
Other financial liabilities . 10,000 : 10,000
TOTAL FINANCIAL LIABILITIES ~ 10000 3,693,143 3,703,143

For financial assets and financial linbilities that are liquid or having a short-term maturity it is assumed that the
carTying amounts approximate to their fair value. All of the Company’s financial assets excluding loans to
customers and financial lisbilities are either liquid or are maturing within three months from the reporting date.

The fair value of loans to customers is estimated by comparing market interest rates when they were first
recognised with current market rates offered for similar financial assets.
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20, RISK MANAGEMENT POLICIES

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

=  Creditrisk;

*  Liguidity risk;

& 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 purpose is 1o protect

the Company from risk and allow it to achieve its performance objectives. Through the risk management
tramework, the Company manages the following risks:

Credit risk

The Company takes on exposure to credit risk which is the risk that one party to a financial instrument will
cause a financial loss for the other party by failing to discharge an obligation. Exposure to credit risk arises as
a result ol the Company’s lending and other transactions with counterparties giving rise to financial assets.

Expected credit loss (ECL) ealculation mechanism is described below and the key elements are:

PD Probability of default {PD)- is an estimate of the default for a certain amount of tine the
default was not deducted during the analyzed period and can still occur when include in
the portfolio. -

EAD Exposure at Default, regardless of whether the contract is envisaged, returm on principal
and interest amounts, use of expected loan commitments snd including accrued interest on
unpaid payment after reporting date consider expected changes in risk size is an estimate
of the risk indicators in the defaull future.

LGD Loss Given Default, Tt is valuation of impairment when default occurs, This is based on
the difference with the amount payable according to contract with based on the difference
hetween the cash flows expected to be received by the ereditor. This is usually referred as
the percentage of LCD

In ms ECL model, the Company is based on large-scale forecast data such as integrated economic indicators
miegrated into credit risk companent evaluations. Impairment losses and deductions are accounted for
separately from the modification losses that are accounted for as adjusted for the total carrying amount of the
Asancial asset and are disclosed.

The Company belicves that the credit risk has increased substantially when the credit rating has decreasad
sizmificantly afier initial recognition. Significant deterioration level varies from segment to segment and varies
setween Stage 2 and Stage 3 levels or within specified limit. The Company also applies Stage 2 class quality
m=thod (o stimulate a significant increase in credit risk on an asset, such as entering a customer / object into an
soserver list or keeping an account. There is a rebuttable presumption that credit risk has increased significantly
sime initial regognition no |ater than when contractual payments are more than 30 days past due,

The-definition of default used in the measurement of FCL and the assessiment to deterniine move ment
Detwen stages is consistent with the definition of defiult used for internal credit risk management
purpases. IFRS 9 does not define default, but contains a rebuttable presumption that default has oceurred
when an exposure is greater than 90 days past due.

ALLM of Company ECL, significant asset with credit impairment factors and calculates on an individual basis
fer some assets with significant credit risk increases. The Com pany n calculates ECL to same group of
borrowers of other classes assets on the basis of combination of internal and external borrowings,

ECL reserve is based on the lifetime expected credit losses. The Company measures loss allowances at an
amonnt equal to lifetime ECL, except for the financial instruments on which credit risk has not increased

30
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significantly since their initial recognition, 12-month ECL are the portion of life time ECL that result [rom
default events on a financial instrument that are possible within the 12 months after reporting date.

At the end of each reporting period, the Company has reviewed the risk of default on the remaining life of the
financial instrument, as a result the policy of measuring changes on credit risk at initial recognition is implied.
Based on the above process, the Company loans are classified as follows:

Stage |: If the credit risk has not increased significantly.

Stage 2 IFRS 9 requires allowances based on 12 month expected losses. If the credit risk has
increased significantly.

Stage 3: If the loan is “credit-impaired”,

ALLM: The initial recognition of impaired financial assets are the acquired loans or loans made. At

the initial recognition ALLM assets are registered at fair value and interest rate is recognized
afier adjusted expected interest rate (EIR). ECL recognizes anly after changes on expected
credit losses or liguidate.

Maximom exposure

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

The following table presents the maximum exposure to credit risk of financial assets. For financial assets the
maximum exposure equals 1o a carrying value of those assets prior to any offset or collateral.

] December 31,2019
Maximum exposure Collateralized by liquid Net exposure after collateral
assets pledped

Loans o customers 5.59{#_, 706 3,305.020 2,289 686

December 31, 2018

Maximum exposure Collateralized by liquid Net exposure after collateral
assets pledged

Loans to customers 4,050,309 1,393,004 2656405

Gengraphical concentration

The Management exercises control over the risk in the legislation 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 ol assets and liabilities is set
out below:

The Republic of OECD countrics  December 31, 2019

— - Azerbaijan -
FINANCIAL ASSETS
Cash and eash equivatents 1,106,947 - 1,106,947
Loans 10 customer 5,594,706 . 3,504,700
TOTAL FINANCIAL ASSETS 6,701,653 - 6,701,653
FINANCIAL LIABILITIES -
Borrowings 720,045 2,272,299 3,001,344
Onher Anancial labilities 10,000 - 143,000
TOTAL FINANCIAL LIABILITIES 739,045 2,272,299 3,011,344
NET POSITION 5.962,608 (2,272,299) J.690.309

3]
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The Republic of OECD December 31, 2018
= : Azerbaijan_ countries
FINANCIAL ASSETS
Cash and cash equivalents 241 497 - 241,497
Loans to customer 4,050,309 - 4,050,309
TOTAL FINANCIAL ASSETS 4,291,806 z 4,201,806
FINANCIAL LIABILITIES
Serrowings . 3,963,143 3,963,143
Crrer findncial liabilites 10,000 - 10,000
TOTAL FINANCIAL LIABILITIES 10,000 3,963,143 3,973,143
NET POSITION 4,281,806 (3,963,143 318,663
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Markel risk

Market risk covers interest rate risk, currency risk and other pricing risks to which the Company is exposed.
I'he Company measures risk by overseeing and analyzing current fluctuations and changes in the financial
markets and the economy as a whole.

Interest rate risk

The following table presents a sensitivity analysis of interest rate risk, which has been determined based on
“reasonahly possible changes in the risk variable”, The level of these changes is determined by management
and is contained within the risk reports provided to key management personnel.

Impact o0 Ioss before ineome tax:

As at December 31, 2019 As at December 31, 2018
Interest rute Interest rate Interest rate Interesi rite
+1% -1% ] Yo -1%
Financial assels:
L sies 30 CUSTOMETS 55,047 (55,947} 40,503 (40,503}
Fimzacial ligbilities:
Baerowings (30,013) 30,013 (39,631) 39631
et impact on loss before income -
= 25,914 (15.934) 872 (872)

Currency risk

Cumrenty risk is defined as the risk that the value of a financial instrument will fluctuate due to changes in
Sz == axchange rates. The Company is exposed to the effects of Muctuations in the provailing foreign
curm=m<y eachange rates on its financial position and cash flows.

The Company's exposure 1o foreign currency exchange rate risk is presented in the table below:

AN Ush EUR December 31,
2019
Total
FINANCIAL ASSETS T
Cz=h snd.cash equivalents 002,774 103,80 359 1106847
LoEne to cestomers 5,121.914 472,792 - 5.394.7006
TOTAL FINANCIAL ASSETS 6,124,693 876,601 359 6,701.653
FINANCIAL LIABILITIES
Borrowings 729 045 2,272,299 . 3,001,344
Ceter financial lLahilities 10,000 - - 10,000
TOTAL FINANCIAL LIABILITIES 739,045 2,272,299 - 3011344
OPEN CURRENCY POSITION 5,385,648 (1,695,698) 359 3,690,309
35
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AZN uUsh EUR December 31,

2015
Total

FINANCIAL ASSETS

Cash and cash equivalents 68,014 173,118 368 241,407

|.oans to customers 2,964,199 1,086,110 - 4,050,309

TOTAL FINANCIAL ASSETS 3,032,213 1,259,225 1% 4,291, 806

FINANCIAL LIABILITIES

Bommowings - 3,963,143 - 3,963,143

Other Rnancial labilities 10,000 - - 10,010

TOTAL FINANCIAL LIABILITIES 10,000 3,963,143 - 3,973,143

OPEN CURRENCY POSITION 3022213 (2, 703,918) 368 318,663

Currency risk sensitivity

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

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

As at December 31, 2019 As at December 31, 2018
AZN/LUSD AZN/USD AIN/USD ATN/USD
+10% -10% +10% -10%
=t on loss before tax (169,570) 169.570 (270,392 270,392
As at December 31,2019 As at December 31, 2018
ATN/FUR AZNEUR AZNTEUR AZN/ELR
_ +10% -10% +10% -10%
e oo [oss before iax 36 (36) 37 (37}

Price risk

Price risk is the risk that the value of a financial instrument will fluctuate as a result of changes
in market prices whether those changes are caused by factors specific to the individual security or its issver
or Bactors affecting all securities traded in the market. The Company is exposed to price risks of it products
wihach are subject (o 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
wnchanged, In reality, there is a correlation between the assumptions and other factors.

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

The sensitivity analysis does not take into consideration that the Company's assets and liabilities are actively
managed. Additionally, the financial position of the Company may vary at the time that any actual market
movement occurs. For example, the Company’s financial risk management strategy aims to minage the
exposure to market fluctuations. As investment markets move past various ingger levels. management
actions could include selling investments, changing investment portfolio aflocation and taking 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
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circumsiances, the different measurement bases for liabilities and assets may lead to volatility in shareholder
equity.

Cnher limitations in the above sensitivity analyses include the use of hypothetical markel movements o
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 rales move in an identical
tashion.

21. EVENTS AFTER THE REPORTING PERIOD
The following significant event have been oceurred after reporting period:

I the first months of 2020 significant turbulence was observed in global markets caused by an outbreak of
coronavims (COVID-19). These circumstances together with other factors led to a reduction in encrgy
consumption, decline in oil prices, decrease in global cconomic activity and devaluation of currency.
Mentioned events objectively increase the level of uncertainty in the economy and could negatively impact
finaneial results of the Company in the subsequent period.
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