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

FOR THE YEAR ENDED 31 DECEMBER 2020

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 (1he “Company”).

Management is responsible for the preparation of the financial statements that present fairly the financial
position of the Company as at 31 December 2020, the results of its operations, cash flows and changes in
equity for the year then ended in accordance with International Financial Reporting Standards (“[FRS™).

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;

»  Smating whether IFRS have heen followed, subjeet to any material departures disclosed and explained
in the financial statements; and

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

Management is also responsible for:

s Designing, implementing and maintaining an effective and sound system of inlermal controls,
throughout the Company,

. Maintaining proper accounting records that disclose, with reasonable accuracy at any time, the
financial position of the Company, and which enable them to ensure that the financial statements of
the Company comply with [FRS:

¢  Maintaining statutory accounting records in compliance with legislation and accounting standards of
the Republic of Azerbayan;

¢ Taking such steps as are reasonably available to them to safeguard the assets of the Company; and

e Detecting and preventing fraud, errors and other irregularities

The financial statements for the vear ended 31 December 2020 were authorized for issue on 5 April 2021
by the Management Board of the Company.

On behalfl of the Management Boprd: i
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Aviar Aliyeva © ) £ RusInnW;cr

Etl.‘l.':l.l[i‘l-'u Directof Finaunce Manager
3 Apnl 2021 5 April 2021
anja, the Republic of Azerbaljnn 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 2020, and the statement of profit or loss and other comprehensive income, statement of
changes in equity and statement of cash flows for the vear then ended, and a summary of significant
accountimg 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 2020, and its financial performance and cash flows for the year then ended in

accordance with International Financial Reporting Standards.
Busis 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 Financizl
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 to provide a basis
for cur opinion.

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

k“lnnngﬁmunl is responsible for the preparation and fair presentation of the financial statements in accordance
with TFRS, and for such internal control as management determines is necessary to enable the preparation
of finantial 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 1o 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.

—— 5 - - = - 5 i - r "
I'ose'charged with governance are responsible for overseeing the Company®s financial reporting process.



Auwiitors’ Responsibilities for the Andit of the Firancial Statements

Our objectives are to abtain reasonable assurance about whether the financial statements asa whole are free
from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our
opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an gudit conducted in
accordance with 1SAs will always detect a material misstatement when it exists, Misstatements Can arise
fram fraud or error and are considered material if, individually or in the aggregate, they could reasonably
be expected 10 influence the economic decisions of users tzken on the basis of these financial statements.

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

Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
i5 sufficient and appropriate to provide a basis for our opinion, The risk of not detécting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control;

Obtain an understanding of internal control relevant to the audit in order 1o design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control;

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
apd related disclosures made by management:

Conclude on the appropriateness of management’s use of the going concern basis of accounting and.
based on the audit evidence obtained, whether a marterial uncertainty exists related to events or
canditions that muy cast significant doubt an the Company’s ability to continue as a going concern. If
we conclude that a material uncertainly exists, we are required to draw attention in our auditors’ report
to the related disclosures in the financial statements or, if such disclosures are inadequate, to modity our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditors” report,
However, future events or conditions may cause the Company to cease 1o continue as a going concem;

Evaluate the overall presentation, structure and content of the financial statements, including the
disclosuras, and whether the financial statements represent the underlying transactions and events in o
manner that achieves lair presentation.

We communicate with those charged with governance regarding, among other matters, the planned seope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

s
3 Apnl 2021

Baku, Republic of Azerbaijan
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NBCO “VIATOR MICROCREDIT AZERBAIJAN™ LLC
STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

AS AT 31 DECEMBER 2620
{in Azerbaijani Munals)

Notes For the year ended For the year ended
31 December 2020 31 December 2019
|nterest income caleulnted using the effective
interest method |,697.373 1,319,281
Interes: expense (95,109) (21,819}
“Net interest income before provision for
impairment losses on interest bearing assets 1.602.264 1,297,462
{Provision for)/benefit from impairment losses on
interest bearing assets {91,806) 20015, THE
Net interesi income I.SI_EF;-'ISK 3,313.250
Staff costs and refated contributions 3 (946,941) (B92,345)
General and administrative expenses 4] (272.859) (334.369)
Foreign exchange loss (1,111 (GRG)
Orher mcome, net 7 .71 [, 102,290
Cither gain - 185,985
Income before income tax 201,418 3,373,525
Income tax expense " (127,102} {26,439)
Net income for the year 164316 3,347,086
On behalf of the Management Board: r'
/ (. J ~

g

Avour Aliyeva ".x /
Exceutive Directdr

3 Aprilgt2 |
Ganja, the Republic of Azerbaijon

Ruslan G#K;‘?v
Finanee Makager

5 April 2021
Ganja, the Republic of Azerbaijan

The notes on pages 8-35 form an integral part of these financial statements.



NBCO “VIATOR MICROCREDIT AZERBAIJAN” LLC

STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2020
fin Azerbaijani Manats)

Nofes 31 December 2020 31 December 2019
Assels
Cash and cash equivalents g 393,452 1,112,377
Loans to customers [0 4,062,153 5,594,706
Property and equipment 11 382,238 350,639
Asszets held for sale 73,800 73,800
Dreferred income tax asset ] . 32,533
(nher assels 12 569 58,870
Total assets 6,812.212 1,262,725
Linbilities
Burrowings |3 2337215 3001344
Tax payable 26,721 -
Oiher liphlilivies [4 I 11,628
Dretierred tax liability b 17,035 -
Tuotal liabilitics 2398, 143 J.012,972
Equity
Share capital 15 693,774 693,774
Revaluntion surplus 131,976 146,280
Retnined earnings 3,588,319 3,409,699
Total equity _ 4.414.069 4,244,753
Total liabilities and equity 6,812.211 T.262,715

On behalf of the Management Board:

\\7‘:\\;‘

Avnur Aliveva X7
Executive Director "/

5 April 2021
Ganja, the Republic of Azerbaijan

Ruslan Gadgjey
Finance Manager

5 April 2021
Ganja, the Republic of Azerbaijan

The nof® on pages 8-35 form an integral part of these financial statements.




NBCO “VIATOR MICROCREDIT AZERBAIJANY LLLC

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2020
(T Azerbaiian Manals)

Share capital Revaluation Retained Totul equiry

surplus earnings L

1 .Janunry 2019 693,774 179,254 29,639 902,667
Net profit for the vear - . 3,347,086 3,347,086
Amortization of revaluation surplus - {32,974} 32,974 -
31 December 2019 (93,774 146,280 3,409,699 4,249,753
Net profit for the year - - 164,316 164,316
Amortization of revaluation surplus - (14,304) 4,304 .

31 December 2020 693,774 131,976 3,588,319 4,414,069

On behalf of the Management Board:

1

Ayvnur Aliveva ﬁz“/ Ruslan Gn)-ﬁ-
/ Finance Mangduzer

Executive Director

5 April 2021 5 April 2021
Gianja, the Republic of Azerbaijan Gianja, the Republic of Azerbaijan

The notes on pages 8-33 form an integral part of these financial statements.




NBCO “VIATOR MICROCREDIT AZERBALJIAN" LLC

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2020
i Azerbaiiani Marats)

Notes For the vear ended Far the yéar ended
31 December 2020 31 December 2019
Cash flows from pperating activities
Interest received 1,683,307 [,317.776
Interest paid {48,474) {14,786)
Loans collected frem customers, net {4435, 187) 472,396
Payments to emplayess and suppliers (1.118,104) (1.206,291)
Faxes paid (5,000 {30,0007
Other receipts less other payvments 1413 1,105,682
“Net cash inflow from operating activities = 73,897 1,645,277
Cash flows from investing selivities :
Fayments for noquisition of property and equipment (80.947) £5,170)
Receipts from sales of property and equipment - 6,674
~ Nel cash {milﬂuw to)/inflow from investing
activities (80,947) 1,504
Cash flows Trom financing activities
Repavment of borrowings {T10,764) (774,915
Net cash outflow to ﬁnnnl‘ing activities {T10,764) (774,015)
Effect of exchange rate changes on cash and cash
equivalents (L0 (BEA)
Net {denrnnsn]fincrensﬁn cash and cash
equivalents (718,925) 870,880
Cash and cash equivalents at the beginning of
the vear ] 1,112,377 241,497
Cash and cash equivalents af the end of the year Y 393,452 L2377
= e

On behall of the Management Board:

V)4 :

y
%

Ruslan Gargygy
Finance Manager

Ayour Aliyeva Jf/
Executive Direﬂni-\' f

.
5 Apeil 2021 3 April 2021
Ganje, the Repubhic of Azerbatjan Ganja, the Republic of Azerbaijan

5 - S -
The notes on pages 8-35 form an [ntegral part of these financial statements.




NBCO “VIATOR MICROCREDIT AZERBAIJAN" LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020
fin Azevbaijani Manais)

1. INTRODUCTION
Company and its principal activity

“Viator Microcredit Azerbaijan” Limited Liability Company (the “Company”) is a Non-Banking Credit
Orzanization, 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 30 December 2002. The
Company is regulated by the Central Bank of the Republic of Azerbaijan (“CBAR™) and conducts its
business under special license number 136-QB. The Company's primary busmess consists of loan
origination. Under the existing license the Company does not have the right to obtain cash deposits as
collateral. The head office of the Company is located in Ganja, the Republic of Azerbaijan.

As at 31 December 31 2020 the Company had 5 branches (31 December 2019: 5) and the average number
of emplovees was 62 (2019 65),

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

Due to rapid spread of COVID-19 pandemic in the early of 2020 many governments, including the
Government of the Republic of Azerbaijan have introduced various measures lo combat the outhreak,
including travel restrictions, quarantines, closure of business and other venues and lockdown of certain ar¢a.
These measures have affected the global supply chain, demand for goods and services, as well as scale of
busimess activity,

It is expected that pandemic itself as well as measures for its consequences’ minimization may influence the
business of the entities in wide range of industries. Since March 2020 significant volatility in stock, currency
and commodity markets exists, including decrease in crude oil prices.

In order to prevent the widespread of COVID-19 pandemic, the Government of the Republic of Azerbaijan
keeps taking comprehensive measures in all directions. As a response, in March 2020 the President of the
Republic of Azerbaijan signed a decree for action plans to minimize the impact of the pandemic. In
sccordance with this decree, anti-crisis stimulus package of AZN 2,500,000 thousand is being developed to
support individuals and various businesses in the country. Alsa, the CBAR continues its monetary policy to
f:nsure-s‘l_ahili'l}- of AZN exchange rates.

he Company continues 1o assess pandemic effect and changing micro- and macroeconamic conditions on
its activities, financial position and financial results.

2. SIGNIFICANT ACCOUNTING POLICIES

Statement of complinnce

These financial statements of the Company have been prepared in accardance with International Financial
Reporting Standards (“IFRS™) issued by the International Accounting Standards Board (*IASB™) and
Interpretations issued by the Infernational Financial Reporting Interpretations Committee (“IFRIC™)

Going concern

I'hese financial statements have been prepared on the assumption that the Company is a going coneern and will
continue in operation for the foreseeable future.

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 at a fair
value of certain financisl instriiments and measurement of buildings at revalued amounts according to IFRS.



NBCO “VIATOR MICROCREDIT AZERBAIJAN" LLC

NOTLES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020
iIn Azerbaijoni Munals)

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
to conform to IFRS. These adjusuments include certain reclassifications to reflect the economic substance
of underlying transactions including reclassifications of cerfain assets and liabilities, income and expenses
o appropriate financial statement captions,

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

The effective interest method is a method of calculating the amortized cost of a financial asset or a financial
liability (or group of financial assets or financial liabilities) and of allocating the interest income or interest
expense over the relevant period.

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

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

Interest earned on assets at fair value is classified within interest income.
Financial instruments

The Company recognizes financial assets and liabilities in its statement of financial position when it
becomes a party to 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 liabilities are initially measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets and financial liabilities (other than financial assets
and financial liabilities at fair value through profit or loss) are added to or deducted from the fair value of
the financial assets or financial liabilities, as appropriate, on initial recognition.

Transaction costs directly atiributable to the acquisition of financial assets or financial liabilities at fair
value tftough profit or loss are recognized immediately in profit and lass accounts

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 - i5 the price that would be received to sell an asset or paid to transfer a liability in an orderly
transastion hetween market participants at the measurement date, When measuring the fair value of an asset
or a liability, the Company uses market observable data to the extent possible.

If the fair yalue of an asset or a hability is not directly observable, it is estimated by the Company (working
closely with external qualified valuers) using valuation techniques that maximise the use of relevant
observable 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 specific circumstances). Inputs used are consistent with the
characteristics of the asset / liahility that market participants would take into account.

Fair values 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!




NBCO “VIATOR MICROCREDIT AZERBALJAN" LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020
{In ﬁ:yrfm{'jmrf Meanats)

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

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

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

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

Cash and cash equivalents

Cash and cash equivalents are items which are readily convertible to known amaounts of cash and which are
subject to 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
COHsT,

Loans to customers

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

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

Renegotiated loans

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

Onee the terms have been renegotiated, the loan is no longer considered past due. Management continuously
reviews rencgotiated loans to ensure that all eriteria are met and that future payments are likely to nocur
The loans continue to be subject to an individual or collective impairment assessment, calculated using the
loan’s priginal or current cffective interest rate.

W rite-off of loans and advances

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

De-recognition of financial assets

L

I'he Company derecognizes a financial asset only when the contractual rights 0 the cash flows from the
assel expire, or when it transfers the financial asset and substantially all the risks and rewards of ownership
of the asset to another entity. If the Company neither transfers nor retains substantially all the risks and
rewards of ownership and continues to control the transferred asset, the Company recognizes its retaincd
iterest 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 a collateralized borrowing for the proceeds received.

On de-recognition of a financial asset in its entirety, the difference between the nsset’s carrying amount and
the sum of the corsideration 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.
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NBCO “VIATOR MICROCREDIT AZERBAILJAN" LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020
{in Azerbaijani Manats)

On de-recognition ol a Mnancial asset other than i 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 nsset between the part it continues 1o
recognize under continuing involvement. and the part it no longer recognizes on the basis of the relative fair
values of those parts on the date of the transfer. The difference between the carrying amount allocated to
the part that is no longer recognized and the sum of the consideration received for the part no longer
recognized and any cumulative gain or loss allocated to it that had been recognized in other comprehensive
income is recognized in profit and loss accounts. A cumulative gain or loss that had been recognized in other
comprehensive income is allocated between the part that continues to be recognized and the part that is no
longer recognized on the basis of the relative fair values of those parts.

Financial liahilities and equity instruments

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

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assels of an entity afier
deducting all of its liabilities. Equity instruments issued by the Company are recognized ar the proceeds
received. net of direct issue costs.

Fimancial lialilities

Fmancial Habilities are classified as either financial liabilities “at FVTPL" or “other financial liabilities™
FYTPL

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

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

Other fiemcial liabilities

Other financial liabilities are initinlly measured at fair value, net of transaction cosis.

Other financial liabilities are subsequently measured at amortized cost using the effective interest method.
with interest expense recognized on an effective vield basis.

The efféctive interest method is a methed 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 thal exactly
discougts estimated future cash payments through the expected life of the financial liability, or (where
appropriate) a shorter peried, to the net carrving amount on initial recognition.

Borrowings

Barrowings are recorded when money are advanced to the Company by counterparty lenders. The non-
derivative liability is carried at amortized cost, If the Company purchases its own debt, it is removed from
the statement of financial position and the difference between the 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 derccognizes 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,




NBCO “VIATOR MICROCREDIT AZERBALJAN" LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 202(
(In Azerbaijani Munats)

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
to settle on a net basis or o realize the asset and settle the liability simultaneously. In accounting lor a
transfer of a financial asset that does not qualify for de-recognition, the Company does not offset the
transferred asset and the associated liability.

Property and equipment

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

Buildings T
Vehicles 20%
Compurers and eguipment 3%
Furniture and fixtures 20%
Cither assats 25%

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 amaunt 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 revalued 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 carrying 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 Ej;iues for similar real estate property which was alse 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, gxcept to the extent that it reverses a revaluation decrease for the same asset previously recognized
as an expense, in which case the increase is eredited 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, il any, held in the property’s
revaluation reserve relating 10 a previous revaluation of that asset.

[J-Epr;cimimn on revalued buildings is charged to the statement of comprehensive income, Revaluation
surplus is rransferred to retained earnings annually, The amount of the surplus is transferred is equal to the
differenca between depreciation charge based on the asset's original cost, and depreciation charge based on
the revalued amount, adjusted for the tax effect relating to the surplus.

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

Where an impairment loss subsequently reverses, the carrying amount of the asset (or a cash-gencrating
unit) is inoreased to the revised estimate of its recaverable amount, but so that the increased carrying amount
does not exceed the cirrying amount that would have been determined had no impairment loss been
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recognized for the asset (or cash-generating unil) in prior years. A reversal ol an impairment loss is
recognized immediately in profit and loss aceounts,

An item of property and equipment is derecognized upon disposal er when no future economic benefits are
expected (o 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 cxpense.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as
reported in the statement of comprehensive income because it excludes items of income or expense that are
taxable or deductible in other vears and it further excludes 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.

Dreferred tax is the tax expected to be payable or recoverable on differences between the carrving amounts
of assets and habilities 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 deferred tax assets
are recognized to the extent that it is probable that taxable profits will be available against which deductible
temporary differences can be utilized. Such assets and liabilities are nor recopnized if the temporary
difference arises from goodwill or from the initial recognition (other than in a business combination) of
other assets and liabilities in a transaction that affects neither the tax profit nor the accounting profit.

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

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

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

*  The Company has a legally enforceable right to set off current income tax assets against currenl income
tax, liabilities; and Deferred income tax assets and the deferred income tax liabilities relate to income
taxes levied by the same taxation authority on the same taxable entity.

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

Provisions

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

The amount recognized as a provision is the best estimate of the consideration required 1o settle the present
obligation at the end of the reporting 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}.
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When some or all of the cconomic benefits required to settle a provision are expected to be recovered from
a third party, a receivable is recognized as an asset if it i5 virtually certain that reimbursement will be
received and the amount of the receivable can be measured reliably,

Retirement and other benefit obligations

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

Mhe Company does not have any pension arrangements separate from the state pension system of the
Republic of Azerbaijan, In addition, the Company has no post-retirement benefits or other significant
compensated benefits requiring accrual.

Contingencies

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

Share capital

Share capital is the amount of capital contributed by the shareholder. The Company may increase or decrease
its share capital with approval of the sharcholder 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 event under Intemational
Accounting Standard 10 “Events after the Reporting Date” (“IAS 107) and disclosed ac cordingly.

Foreign currency translation

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

Financial asseis 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 ganslations are included in foreign exchange translation gain/{loss) account.

Rates of exchange

The -::x'i."!mngc: rates at the year-end used by the Company in the preparation of the financial statements are
s follows:

31 December 2020 31 December 2019

LUSDAZN i.7000 1. 706
x ELUR/AZN 2.0850 19035
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3. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

The preparation of the Company's financial statements requires management o 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 historical experience and on various
other factors that are believed to be reasonable under the circumstances. Actual results may differ from these
estimates under different assumptions or canditions. The following estimates and judgments are considered
important to the portrayal of the Company’s financial cendition.

Allowance for impairment of loans to customers

The measurement of expected credit losses (ECL) refleets:

e Anunbiased and probability-weighted amount that is determined by evaluating a range of possible
OUICOMES;

s The time value of money; and

« Reasenable and supportable information about past events, current conditions and forecasts of future
economic conditions.

Estimation of amount and timing of future cash flows and collateral values to determine ECL and
assessment of a significant increase in credit risk require judgement. The Company's ECL calculations are
outputs of complex models with choice of variable inputs. Elements of the models are considered critical
accounting judgements and estimations include:

» The Company's internal credit rating model, which determines PD for the individual grades;

» The Company’s criteria for assessing if there has been a significant increase in credit risk and so
allowances for financial assets should be measured on a lifetime ECL basis and the qualitative
assessment;

»  The segmentation of financial assets when their ECL is assessed on a coilective basis;

» Development of ECL models, including the various formulae and the choice of inputs:

The amount of the allowance for impairment of loans to customers was AZN 2.088.213 and AZN 1,974,998
and as at 31 December 2020 and 2019, respectively

U .'iel'uilljfl: 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 asa change
in an accounting estimate in accordance with IAS 8 “Accounting Policies, C hanges 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 prolit or loss.

Cuorrent taxcs

Azerbaijani tax, currency and customs legislation is subject to varying interpretations and changes oceur
frequently. Further, the imterpretation of tax legislation by tax authorities as applied to the transactions and
activity of the Company may not coincide with that of management. As a result. tax authoritics may
challenge fransactions 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 tiew standards, amendments to standards and interpretations are not yet effective for the year ended
3] December 2020, with the Company not opting for early adoption. These have, therefore, not been applied
in preparing these financial statements.

IFRS 17 "Insurance Confracts"(issued on 18 May 2017 and effective for annual periods beginning on
or after I January 2023). IFRS 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 otherwisc similar insurance companies. IFRS 17 is a
single principle-based standard to account for all types of Insurance contracls, including reinsurance
contracts that an insurer holds. The standard requires recognition and measurement of groups of insurance
comtracts at: (i) a risk-adjusted present value of the future cash flows (the fulfilment cash flows) that
icorporates all of the available information about the fulfilment cash flows ina way that is consistent with
ohservable market information; plus (if this value is a hability) or minus (if this value is an asset) (i) an
amount representing the unearned profit in the group of contracts (the contractual service margin), Insurers
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 a group of contracts is or becomes loss- making, an entity
will be recognising the loss immediately,

Unless otherwise described above, the new standards and interpretations are not expected to affect
significarnly the Company’s financial statements.
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5. STAFF COSTS AND RELATED CONTRIBUTIONS

For the vear ended
31 December 2020

For the year ended
31 December 2019

Wages and salaries 654,963 619,675
Allowances, incentives and other benefits 159,592 151,906
Compulsory secial security obligations 132,386 | 200,704
Totnl staff costs and relaled contribulions 946,941 802 345
6. GENERAL AND ADMINISTRATIVE EXPENSES
Far the vear ended For the year ended
= 31 December 2020 3 December 2019

Security expenses 30,145 35,626
Depreciation 49,348 46,379
lnstitutional development costs 21,802 12,259
Renl expenses 18,317 21,866
Bank commission 7.870 | B, 055
Utilities 13,829 15,222
Professional services and fees 12,183 13.840
Communication expenses 10,652 11,063
(ffice supplies 9,034 18:822
Legal and coun fees 2.340 2,840
Business rip expenses 7,738 22,133
Insurance expenses T.373 13,472
Traming expenses 6,767 3687
Kepair and maintenance 5.691 4210
Taxes other than income 1ex expense 323 4,954
Dithers 39,327 88,439
Total general and administrative expenses 172,859 334,869

7. ®THER INCOME

For the year ended
31 December 2020

For the vear ended

Recovery of written of loans
Orher intome/(expanse)

Tatal other Income

31 December 2009

- 1,103,630
1,871 (1,140)
1.871 1102490

L]
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3. INCOME TAX EXPENSE

The Company measures and records its current income tax payable and its tax bases related to assets and
fiabilities 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 centain income being treated as non-taxable for tax purposes.

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

Temporary differences as at 31 December 2020 and 2019 relate mostly to different methods/timing of income
and expense recognition as well as to temporary differences generated by taxation bases’ differences for cerain
assets and liabilities.

Tax legislation of the Republic of Azerbaijan in particular may give rise to varying interpretations and
amendments. In addition, as management's interpretation of 1ax legislation may differ from that of the 1ax
authorities, transactions may be challenged by the tax authorities, and as a result the Company may be assessed
additional taxes, penalties and interest which could be material for these financial statements.

For the vear ended
31 December 2020

For the year ended
31 December 2019

[ncome tax expense 77734 34,184
Deferred tax expense/{benefit) 49 368 (7.745)
Total income tux éxpense 127,102 26,439
The effective tax rate reconciliation is as follows:
For the year ended For the year ended
- 31 December 2020 31 December 2019
Profil before income tax 291,418 3,373,525
Income tax expense at the statutory tax rate 20% 35,284 674,705
Tax effect of items which are not deduetible or assessable
for tngntion porposes
Mon-taxable income - (648 266)
Non-deductible expenses 68,818 -
Profit tax expense for the vear 127,102 26,439

31 December 2019

(Charged)/credited

to profit and loss

Fax effect of deductible remporiary

31 December 2020

iiffergnces N

Loans 1o cusiomers 16,891 10,173 29,064
Property and cguipment 5,373 (5,707) (332)
(Nher assets | 1,896 (14} 11,882
Bomowings (1,003) (26,659) (27.662)
Other hiabilities (2,824) 6,934 4,108

_Revaluation surplus - (34.,095) (54.095)

Nel deferred income tax assel 32,333 (49,368) {(17.035)
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9. CASH AND CASH EQUIVALENTS

31 December 2020 A December 2019

(ash on hand 1,325 5,430
Balances in bank aecounts 90,127 [, 106,947
Total cash and cash cquivalents 393,452 1.1 12,377

10. LOANS TO CUSTOMERS
Loans to customers are issued primarily to customers located within the Republic of Azerbaijan:
31 December 2020 31 December 20149

Loans io customers:

Agricultural seclor 1,281,140 1.532,498
Trade sector 1,351,778 1,123,575
Seryice seclor 3129498 2,794,683
Other sectors 2,15436| 2250841
Gross value of loans (o cuslomers BA16,777 01,597
Less: Allowance for loan impairment 12,088,213) {1,974,998)
Net value of loans (o customer 6,028,564 8,726,599
Peferrad commission fee (66,411) (131,893}
“Total loans to customers 5,962,153 5,504,706

Analvsis of changes in gross carrying value and corresponding ECL in relation 1o agricultural sector loans
during the vear ended 31 December 2020 is as follows:

Gross earrying value — agricultural sector Stage 1 Stage 2 Stage 3 Total
| January 2020 358,247 4813 1165438 1,532,408
New assets originated or purchased 199,150 : - 199,150
Change in accrued interast 1,995 a9l (252) 2435
Azsels repaid (360,934} (11,686) (43,452) (416,082)
Tranalers to Sage | 50,706 (34, 196) (46,510) .
Transfers 1o Stage 2 (56,156) 65,944 (9,788} -
Transfers o Stage 3 (74.651) {15,875) 90,526 -

_Amounts written aff - - (36, 861] [(36.861)
31 December 2020 148,347 13,602 1,119,101 1. 281.140
Expected eredit loss— agricultural sector Stage | Stage 2 Staged Total
| January 2020 {31,529} {1,987} (T19,904) (753.420)
New assets originated or purchased (746) - - (746)
Change in aecrued interest i3 (39} [4) (4]
Unwinding of discount (81} {229) (1,602) {3,672)
Assets répaid 505 1,076 25,119 26,700
Tronsfers to Stage | (79) 24 53 -
I'ransfers to Stage 2 4,559 (7,326) 2,767
Transfers to Stage 3 4,386 6,649 (11,035) -
Wet remeasurement of ECL 23,544 (1,154 (123.249) (100.837)
Amounts written T - . |0, 0583 1h, (493

3! December 20200 202) (2.986) (817,760) (820,948)
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Analysis of changes in gross carrying value and corresponding ECL in relation to other sectors loans during
the year ended 31 December 2020 is as follows:

Gross carrving value — other seclors Stage | Stage 2 Stage 3 Total
1 January 2020 1,093,574 1,081,588 75,679 2,250,841
Wew assets originated or purchased 1,766,300 - - 1,766,300
Change in accrued interest 11,268 3,866 586 15,720
Assets repaid (1,717,936) (116,664) (31,058) (1,865,67K)
Trunsfers to Stage | 236,111 (213,838) (22,273) =
Transfers to Stage 2 (335,255) 620,920 (285,665) -
Transfers o Stage 3 (33.193) {689.641) 722,834 -
Amounts written off % =3 (12,822) 112,822)
31 December 2020 1,020,849 686,231 447,281 2.154,361
Expecied credit loss - other sectors Stage 1 Stage 1 Stage 3 Total
1 January 2020 (96,075) {326,405) (42,484) (464,967)
New assels ur:gmutt.d or pu.rr.ha.sed (1,138) - - (1,138
Change in accrued nterest {15} (1,514} (656 {3.18%)
Unwinding of discount {2,216} (4,669) {1,869 {8,754)
Assets repaid 5035 1,678 25119 26,700
Transfers 1o Stage | (114 114 - -
Transfers to Stage 2 3,046 (E,428) 5,382 -
Translers 1o Stage 3 51 L5 ET {15,222} .
Net remeasurement of ECL 94 366 (33,181) (261,242} {200,057)
_Amounts written off o - 574 7
31 December 2020 (L, -1931 (357,836) (289,998) (649,427)

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

Gross earrying value — agricultural sector Stage | Stage 2 Stage 3 Total
1 Janunry 2019 802,062 22,392 2,549,971 3,674,425
Mew assels onginatéd or purchased 461,450 - - 461450
Asyels repaid (B15,285) [15.52]) (1,140,008) (1,970.504)
Transters to Stage | - - = =
Transfers o Stage 2 {9,398) 9398 - -
Transfers to Stage 3 (81,800} {7.456) 89,256 -
Recovemes 1,218 - £7.554 858,772
Amounts writien off . . (87.512) (87.512)
Ampunts restructured as other loans - - {633,733) (H33.733)
31 December 2019 358,247 8,813 1, 165438 1,532,494
Expédcted credit lass — agricultural secior Stage | Stage2  Staged = Tutl
| Junuary 2019 : (8,095)  (2,107210)  (.115,305)
New assets originated or purchased (30,104) > % {30.104)
Assets repaid - 4 862 994,548 999 410
Wet recalculation of loss reserve (3,175 (404} (98.534) (102.113)
Transfers to Stage | - - - .
Transfers to Stage 2 1,028 (1,028 - -
Transfers 1o Stage 3 722 2,678 (3,400) -
Recoveries , = < (54,964) (59,.964)
Amounts written nﬂ - - 87,512 87.512
Amounts restruciured as-other kansg - . 462,144 462,144

31 December 2019 (31,529) (1,987) (719,904) (753.420)
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Analysis of changes in gross carrying value and corresponding ECL in relation to trade sector loans during
the year ended 3| December 2019 is as follows:

Gross carrying value — trade sector Stage | Stage 2 Stage 3 Total

1 January 2019 698,385 6,152 1,099,540 1,804,077
Mew assats originated or purchased BRY, 800 - = 898,800
Axsets repaid (813,731} (6,261) (575,263) (1,395,257)
Tranzfers to Stage 1 10,078 - (L0,078) .
Transfers 1o Stage 2 . 7447 (7.447) .
Transfers to Stage 3 (484) - 484 -
Recoveries 5,894 - 24 944 30,834
Amounts written oft - - (23,503) (23,505
Amaunts restructured s other loans - - (191.378) (181,378}
31 December 2019 795,942 7,338 317,295 1,123,575

_Expected credit loss — trade sector Stage 1 Stage 2 Stage 3 Total
| January 2019 - - (1,775) {751,209 (753,684)
New assels originated or purchased (70,793) - - {70,793)
Assets repaid . 1,775 I9T2TT 399,032
Net recaleulation of loss reserve (2,425 - (26,370} (28,804
Transfers to Stage | - - - -
Transfers 10 Stage 2 - (2,230) 2.230
Transfers to Stage 3 - - - :
Recoveries (283) - {14,283) {14,568)
Amounts wrillen ofT . = 23,505 23,505
Amounts restructured as other loans - = 191,053 191055
31 December 2019 (73501 (2,230) (178,504} (254,235)

Analysis of changgs in gross carrying value and corresponding ECL in relation (o service sector loans during
the year ended 31 December 2019 15 as follows:

Gross carrving value — service sector Stage | Stage 2 Stage 3 Total
1 January 2019 938.070 11,213 1,252,429 2,201,712
New ggsets originated or purchased 2557250 - - 2.557.250
Assets repaid {1.416,945) {10,950 {605,691) (2,042 586)
Transfirs to Stage | 21,045 - (21,045) -
Transiaes 1o Stage 2 - 190,281 {190,281) =
Transfers to Stape 3 . - . .
Reeovaries 10,390 37.067 35412 102,869

Amounts written off _ - (24.562) (24,562)
31 December 2019 2108810 238,611 44,262 2.794,683
Expelted credit loss —service sector Stage | Stupe 2 Stage 3 Taotal
1 January 2019 . (1,297) (984.H58) (986,155)
New assets originated or purchased (183.,766) - - (163.766)
Assels repaid b,a47 1,297 477,135 479479
Net recalculation of loss reserve (1,813) - 165,955 164,142
Transfers to Stage 1 - - - -
Transfers to Stage 2 - (72,025) 72,025 -
Transters to Stage 3 - - - -
Recoveries - (124) . {20,514) {20,638)
Amounts written off 24.562 24,562

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 yvear ended 3| December 2019 is as follows:

Gross earrying value — other sectors Stage | Stage 2 Stage 3 Total
1 Jonuary 2019 168,124 1,479 270,093 439,700
Mew assets originated or purchased 1,425 850 - . 1,425,850
Assets repaid (50%,018) (33.495) (79,784 (621,297)
I'ransfers to Stage | 7437 - (7127} =
Transfers to Stage 2 - 917,233 (917,233}
Transfers to Stage 3 - (4235) 425 -
Recoveries 487 196,796 659 167,542
Amounls written of T - - (16.465) (16,463)
Amounts restructured (agricultural sector) - - 633,753 633,733
_Amounts restructured (trade sector) - - 191.378 191,378
31 December 2019 1,093,574 1,081, 58K 715,679 1,250,841
_Expected eredit loss — other sectors Stage | Stage 2 Stage 3 Tolul
1 January 2019 - (533} {153,524) (154,059)
Mew assets originated or purchased (96,515) = - (96.515)
Assels repaid 799 350 (9,004 70,243
Netl recalculation of less reserve (362) - 369,340 368,978
Transfers to Stage | £ - . .
Transfess o Stage 2 - (326,422) 326,422
Transfers to Stage 3 - 200 (200) -
Recoveries - - (415} (415}
Amounts written off - . - &
Amounts restructured (agriculiura! sector) - 5 (462,144 (462,144}
Amounts restructured (trade sector] - - (191,085) (191,055)
31 December 2019 (96,078) (326,405) (42,484) (464,967)

On 28 February 2019, the President of the Republic of Azerbaijan signed a decree "On the additional
messures to solve defaulted loans of individuals in the Republic of Azerbaijan” ("the Deeree”). 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
goverMnent, During 2019 the Company received compensation as a result of above decree in the amount of
AZN 2911,886.

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

As alresult of decree company has recovered written of loans in the amount of AZN 1,103,630, which is
disclosed under Note 7 Other Income.

Asat g1 December 2020 and 2019 all loans (100% of total loans to customers) were granted to individuals
operating in the Republic of Azerbaijan, which represents an absolute geographical concentration in one
region.

As at 31 December 2020 and 2019, there was no aggregate loan per borrower which individually exceeded
1% of total balance of loans to customers. The Company mainly lends micro and small eredits (o individuals
and individual entrepreneurs.

Included in loans to customers AZN 70,110 and AZN 56,044 as at 3] December 2020 and 2019,
respectively, représent accrued interest receivable.

As at 31 December'2020 and 2019, a maximum credit risk exposure on loans to customers amounted to
AZN 5,962,153 and AZN 5,394,706 respectively.
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NBCO “VIATOR MICROCREDIT AZERBAIJAN" LLC

NOTES TO THE FINANCTAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

fin Azerbaijani Manais)

12. OTHER ASSETS

31 December 2020 31 December 2019

Prépaid taxes : 57,694
Cither prepayiments 369 41,176
“Total other nss'v-:-f_-';' = 569 95,870

13. BORROWINGS
31 December 20210 31 December 2019

Borrowings from local mstimtions 780451 729,045
Borrowings from foreign mstitutions 1,556,764 2.272,299
Total borrowings 2.337.215 3,001,344

Included in borrowings AZN 6,471 and AZN 11,242 as at 3] December 2020 and 2019, respectively
represent accrued interest payable.

On 5 August 2016, the Company signed the inter-creditor agreement with lenders. In relation 1o 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 each creditor. Each creditor agreed to reduce the rate of
interest payable in respect of its loan to 5% effective as of 1 August 2016. All borrowed funds had been
converted to US dollars at the rate of exchange USD 1.00 = EUR (L8948 and USD 1.00 = AZN ] 5851, as
at | August 2016, respectively and repayment schedules were rescheduled. During the restructuring periad,
the Bormower may obtain new debt or equity financing for its operations from domestic or international
sources. From that date three amendments have been signed to the contract. According to first amendment
which has been signed 30 June 2017, each creditor agrees to reduce the rate of interest payable from formerly
agreed 5% to 2% as of 1 July 2017. According to second amendment which has been signed 28 February
2018, each creditor agrees to waive its right to charge and to receive any interest pavable in respect of its
loan from 1 March 2018, and up to 28 February 2019, Third amendment which has been signed on 30 June
2018, agreement between parties to adjust repavment dates of principal amount.

Borrowings from local institutions represent loan from CBAR. On 1 August 2019, according to decree
signed®y President of the Republic of Azerbaijan on 28 February 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 pate and for 5 vears under the state guarantee in order to restructure loans to individuals with overdue
days more than 360 as at the date of the Decree and issued starting | January 2012 till the date of the Decree
with exposure of up to USD 10,000 or AZN 17,000, CBAR granted the loan to the Company on 29
Deue%nbe:' 2019 amounted AZN 922,962, Loan has been recognized on balance sheet based on amortized
cost method uging inter-bank market rate for loans with 3 vears maturity which is 7.18%.

5
14, OTHER LIARBILITIES
31 December 2020 31 December 2019
Accrunls for unused vacations 1.762 1,510
Accrued expenses 12,000 1400, (100
Payables to S5PF - L18
Orher liabilities L4110 -

“Total other liabilities 17,172 11,628




NBCO “VIATOR MICROCREDIT AZERBALJAN" LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020
{In Azerbaijani Manais)

15. SHARE CAPITAL

As at 31 December 2020 and 2019 share 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,

16, COMMITMENTS AND CONTINGENCIES

Compliance with requirements of the CBAR

The Company has to comply with rules and requirements set by the CBAR in accordance with the Law on
MNon-Banking Credit Organizations and other normative acts. The Company was in compliance with the
rules and requirements set by the CBAR as at 31 December 2020 and 2019,

Capital commitments

The Campany had no material commitments for capital expenditures outstanding as at 31 December 2020 and
2019,

Legal proceedings

From time to fire 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 unaccrued losses will be
incurred and accordingly no provision has been made in these financial statements.

Taxation

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

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

Such uncertainty could, in particular, be attributed to tax treatment of financial instruments/ derivatives and
determination of market price of transactions for transfer pricing purposes. It could also lead o 1emporary
taxablaglifferences occurred due to loan impairment provisions and income tax liabilities being treated by
the tax authorilies as understatement of the tax base. The management of the Company is conflident that
applicable taxes have all been aceruad and, consequently, creation of respective provisions is not reguired

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 results of tax audits of their subordinate tax

inspeclorates,

Alsa, #cvarding to the clarification of the Constitutional Court of the Republic of Azerbaijan, the statute of
limitation for tax liabilities may be extended beyond the three-vear term set forth in the tax legislation, if a

court determines that the taxpayers have obstructed or hindered a tax inspection.
%




NBCO “VIATOR MICROCREDIT AZERBAIJAN" LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020
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17. TRANSACTIONS WITH RELATED PARTIES

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

(@)  Parties that directly, or indirectly through one or more intermediaries: control, or are controlled by,
or are under commuon control with, the Company (this includes parents, subsidiaries and [ellow subsidiaries);
have an interest in the Company that gives then significant influence over the Company; and that have joint
cantrol over the Company;

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

(c)  Joint ventures in which the Company is a venture;

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

(¢}  Close members of the family of any individuals referred to in (a) or (d):

(f)  Parties that are entities controlled, jointly controlled or significantly influenced by, or far which
significant voting power in such entity resides with, directly or indirectly, any individual referred to in (d) or
(el or

{g) Post-employment benefit plans for the benefit of employees of the Company, or of any entity that |5
a related party of the Company.

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 balances outstanding as at 31
December 2020 and 2019 with related parties:

Motes 31 Pecember 2020 31 December 2019

Relfated party Total category  Related party Total category

balances  as per financial balances  as per fnancial

siatements statements

caption = captlion

Borrowings 2,337,215 3001344
- Normizfon* 58,639 &0, 396

Loans lo customers 5,962,153 5,594,706

- Koy management personne! 11,936 9538 -

'Cnmpa@ had the following transactions for the 3| December 2020 and 31 December 2019 with related
partics:

Notes For the year ended Fur the year ended

31 December 2020 31 December 2019

Related party Total category  Related party Total category

transactinons  as per financial transactions  as per financial

statements stntements

K - a caption caption

'1

Interest income 1,697,353 1,319.281

- Key managemeni personne! 19410 473
\

Inlerest expense 95,109 11,819

- Normisfon™ ], 722 438
Staff costs and related

contributions 946,941 892,145

- Key management personnef 222,085 211,106

*Normisjon Region ﬁnst_and Normisjon Nordland Eiendom AS are two separate legal entities and affiliated
parties of Normisjon netwvork, '
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The following table analyses the fair 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 2019:

o Level | Level 2 Level 3 Tatal
Finnncial assels
Cash ond cash equivalents 1,106,947 - - 1,106,947
Launs 10 customers - - 5,594,706 5,594,706
Total financial assels 1,106,947 - 5504706 6,701,653
Financial labilities
Borrowmgsy = - 3,001,344 3,001,344
Other financial lighilities - 10,000 - 10,000
Total financial linbilities - 10,000 3,001,344 3,011,344

For financial assets and financial Habilities that are liquid or having a short-term maturity it is assumed that
the carrying amounts approximate to their fair value, All of the Company's finangial assets excluding loans
to customers and financial liabilities 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.

20. RISK MANAGEMENT POLICIES

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

e Credit risk:
s Liquidity 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 purpose is
to protect the Company from risk and allow it to achieve its performance objectives. Through the risk

management framework, the Company manages the following risks:
Credigrisk

The Company takes on exposure to credit risk which is the risk that one party to a financial instrument will
cause afinancial loss for the other party by failing to discharge an abligation. Exposure to ¢redit risk arises
as a resubt of the Company”s lending and other transactions with counterparties giving rise to financial assets.

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

==

Fﬁ.‘l Probability of default (PD)- is an estimate of the default for a certain amount of time the
default was not deducted during the analysed period and can still occur when include in
the portfolio.
EAD Exposure at Default, regardless of whether the contract is envisaged. return on principal
and interest amounts, use of expected loan commitments and including accrued interest on
unpaid payvment after reporting date consider expected changes in risk size is an estimate
of the risk indicators in the default future. B -
LGD Loss Given Defaull. It is valuation of i impairment when default oceurs. This is based on
the difference with the amount payable according to 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)
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NOTES TO THE FINANCIAL STATEMENTS
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In its ECL model. the Company is based on large-scale forecast data such as integrated economic indicators
integrated into credit risk component 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 financial asset and are disclosed.

The Company believes that the credit risk has increased substantially when the credit rating has decreased
significantly after initial recognition. Significant deterioration level varies from segment to segment and
varies between Stage 2 and Stage 3 levels or within specified limir. The Company also applies Stage 2 class
quality method to stimulate a significant increase in credit risk on an asset, such as entering a customer /
object into an 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 defauit used in the measurement of ECL and the assessment (o determine movement
between stages is consistent with the definition of default used for internal credit risk management purposes,
IFRS 9 does not define default, but contains a rebuttable presumption that default has occurred when an
exposure is greater than 90 davs past due.

ALLM of Company ECL, significant asset with credit impairment factors and calculates on an individual
basis for some assets with significant credit risk increases. The Company 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
amount equal to lifetime ECL, except for the financial instruments on which credit risk has not increased
significantly since their initial recognition. |2-month ECL are the portion of life time ECL that result from
default events on a financial instrument that are possible within the 12 months afier 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.
e At the initial recognition ALLM assets are registered at fair value and interest rate is

recognized after adjusted expected interest rate (EIR). ECL récognizes only after changes
on expected credit losses or liquidate.

Maximum exposure

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

The fo{lowing table presents the maximum exposure to credit risk of financial assets. For financial assets
the maximum exposure equals to a carrving value of those assets prior 10 any offset or collateral,

31 December 2020

— . —

Maximum exposure Collateralized by Met &_xpﬂsuru after
liquid assels collateral pledged
Loans to customers 5962153 4,928,358 1,033,795

31 December 2019

Maximum eXposure Collateralized by  Nefex posure after
- liquic asscis collaternl pledged
Loans 1o gustomers 3.594.706 3.305.020 2289686
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Geographical 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 of assets
and liabilities is set out below:

The Republicof  OECD countries 31 December 2020

Azerbaijan »

Financinl assets

Cash and cash equivalents 350,127 . 390,127

Loans o customers B 5962153 B - - 5,962,153

Total financial assety - 6,352.280 : 6,352,280

Financial linbilities

Borrowings TEO,4A51 1,556,764 2337215

Other financial liabilities 12,000 - 12,000
_Total financial lisbilities TU2.45]1 1.556.764 2,349,215

Net position 5559810 {1.556,764) 4,003,065

The Republicol  OECD countries 31 December 2019

RN NN NN R R R R R R R R R R R R R R R R R RN EE'E'D

Azerbaijan

Financial assets

Cash and cash equivalents I, 106,947 - I, 106,947
L.oans o customers 5.504 706 5594706
Total financial nssets 6,701,653 6,701,653
Financial liabilities

Bormowings 729,045 2,272,299 3.001.344
Other financial liabilities —— 10000 0 - 10,000
Total financial liabilities 73045 2,272,299 3011344
Net position 5,962,608 2,272,299) 3,690,309

ax
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NBCO “VIATOR MICROCREDIT AZERBAIJAN LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020
(i Azerbaijani Manats)

Market risk

Market risk covers interest rate risk, currency risk and other pricing risks to which the Company is exposed.
The Company measures risk by overseeing and analvsing 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 on loss before income tax:

31 December 20240 31 December 2019
Interest rate Interest rate Interest rate Interest rate
- +1 %5 =1%n +1% =] %a
Financial assets:
Loans to customers 39,622 (59,622} 55,947 (35,5947
Finanecial Hahilities:
Bormowings (23,572} 23372 {30,013) 30013
MNet impact on loss before income
Lax 36.250 {36, 250) 15,934 (15,934)

Currency risk

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

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

AZN UsD EUR 31 December 2020
Toral
Financizl assets —
Cash and 'cash equivalents 338,648 50,828 a3 390,127
Loans (o gustomers 5.631.344 330,809 . 5,962,133
Total financial asseis 5.969,992 381637 651 6,152,380
.lvl
Financial liabilities - o
Bomowines TEDMA5 1 1,556,764 - 23IT21S
_Quher financial liabilities 12,000 x - 12,000
“Total financial liabilities 792451 1,556,764 0 1349215
(pen surrency position 5.177.541 (1175117} 65l 4002065
AZEN UsD EUR 31 Pecember 2019
. Tulal
_Financial assets _ i
Cash and cash equivalents 1,002,779 103,809 359 1,106,947
Loans 1o customers 3128914 472,792 - 5,504,706
Total financial asseis 6,124,683 576,001 359 6,701,653
Financial liabilities
Bormowings T29.045 2272295 . 3,001,544
Other financial liabilities 10,000 - - 16,000
Total financial liabilitigs 739,045 2,272.299 . 3,011,344
Open carrency position 5,385,648 (1.695,698) 359 3,690,309
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Currency risk sensitivity

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

31 December 2020 31 December 2019
AZLN/USD AZN/USD AZN/USD AZN/USD
+10% =10% +i -10%
Impact on loss before tax (117,513) 117,813 (169,570 169,570
31 December 2020 31 December 2019
AZN/EUR AZIN/EUR AZN/EUR AZN/EUR
“10% -10% +10% -10%
_Impact on loss before tax 63 (65) 36 (36)

Price risk

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

Limitations of sensitivity analysis

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

It should also be noted that these sensitivities are non-lingar, 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
managag. 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 manage the
exposure to market fluctuations. As investment markets move past various trigger levels, management
actions could include selling investments, changing investment portfolio allocation and taking other
protective action. Consequently, the actual impact of a change in the assumptions may not have any impact
on thet liabilities, whereas assets are held at market value on the statement of financial position. In these
circumstances, the different measurement bases for liabilities and assets may lead to volatility in shareholder

equity.
Other fimitations in the above sensitivity analyses include the use of hypothetical market movements to
demonstrate potential risk that only represent the Company's view of possible near-term market changes

that cannot be predicted with any certainty; and the assumption that all interest rates move in an identical
fashion.

21. EVENTS AFTER THE REPORTING PERIOD

Mo significant events have occurred alter the reporting period.

L




