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Note

This report was originat(y prepared in Armenian and then transtated into Engtish for the convenience
of users. ln case of discrepancies between the Armenian and Engtish versions, the Armenian version
shoutd be considered a priority.
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23/6, Davit Anhaght Str.,
5th Floor, office 7
Yerevan, Armenia

INDEPENDENT AUDITOR'S REPORT

To the Board of ttikro Kapitot Armenia UCO CJSC

Opinion

We have audited the. accompanying financial statements of "lvlikro Kapitat Armenia,, Uco cJsc("the comporY"), which comprise the statement of financiat position ir ii oui"rber 31,2019,and the statement of profit or loss and other compreheniive income, stitement of changes inequity and statement of cash ftows for the year then ended, and notes to the financiatstatements, inctuding a summary of significant aciounting poticies.

ln our opinion, the accompanying financia.t statements present fairty, in att materiat respect, thefinancial position of the company as at 31 December zii1g,-and lts Rnaniiar p"i]orrrn.e and itscash flows for the year ended in accordance with lnternationat Financiit h"poiting standards(lFRSs).

Basis for Opinion

we conducted our audit in accordance with lnternationat standards on Auditing (lsAs). ourresponsibitities under those standards are further describeJ in the Auditor,s ni'iponsioirities forthe Audit of the Financiar statements section of our ,."port. 
-

lVe are independent of the_ Company in accordance wiih the lnternationat Ethics Standards Boardfor Accountants' code of .!!!1i9s f,oi Professionol Accountants (jESBA coae; ano we have futfittedour other ethical responsibitities in accordance with these requirements and the IESBA Code. Webelieve that the audit evidence we have obtained is sufficient'and uppropriit"'t'provide a basisfor our opinion.

Emphasis of Matter

without quatifying o.ur opinion,.we draw attention to Note 21 to the financial statements, whichdescribes possibte effect of the impact of covlD-19 after the reporting date.

Responsibilities of the management and those charged with governance for the FinancialStatements

Management of the company .is responsille_ _for the preparation and fair presentation of thefinancial statements in accordance with lFRSs, and ior 'ir.r, internal control u, ,unug"r"ntdetermines is necessary to enable the preparation of financiat statements that are free frommaterial misstatement, whether due to fiaud or error.
ln preparing the financial statements, management is responsibte for assessing the Company,sabitity to continue as going concern, disctosirig, u, uppti.Jti, matters retated Io going concernand using the going concern basis of accounting-unress minigement either intends to tiquidate thecompany or to cease operation, or has no reatiitic atternatrvi but to do so.
Those charged with governance are responsibte ror overieeing *," company,s financiat reportingprocess.

Auditor's Responsibility for the Audit of the Financial statements

our objectives are to obtain reasonable assurance about whether the financiat statements as awhole are free from materiat misstatement, whether due to fraud or 
"rror, 

ino to issue anauditor's report that inctudes our opinion. Reasonabte usriuni" is high tevet of assurance, but isnot a guaranty that an audit conducted in accordance with lsAs wiit ut*ivi a"i".t a materialmisstatement when it exists. Misstatements arise from fraud and error and are consideredmaterial if, individualty or in the aggregate, they coutd reasonabty be .ip".t"J tJ inftuence theeconomic decisions of users taken onlhe basis of ihese financial statements.

Tet: +374 60 528899
E-mait: bdo@bdoarmenia.am
www. bdoarmenia.am
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As part of an audit in accordance with lSAs, we exercise professionat judgment and maintain
professionat skepticism throughout the audit. We atso:
o ldentify 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 is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resutting from fraud is higher than for one resulting
from error, as fraud may invotve cottusion, forgery, intentiona[ omissions, misrepresentations,
or the override of internaI controt.

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

o Evatuate the appropriateness of accounting policies used and the reasonabteness of accounting
estimates and retated disctosures made by management.

. Conctude on the appropriateness of management's use of going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists retated to
events or conditions that may cast significant doubt on the Company's abitity to continue as a
going concern. lf we conclude that a material uncertainty exists, we are required to draw
attention in our auditor's report to the retated disctosures in the financia[ statements or, if
such disctosures are inadequate, to modify our opinion. Our conctusions are based on the audit
evidence obtained up to the date of our auditor's report. However, future events or conditions
may cause the Company to cease to continue as a going concern.

o Evatuate the overatl presentation, structure and content of the financial statements, including
the disctosures, and whether the financiat statements represent the underlying transactions
and events in a manner that achieves fair presentation.

We communicate with management regarding, among other matters, the ptanned scope and
timing of the audit and significant audit findings, inctuding any significant deficiencies in internaI
controt that we identify during our audit.

"BDO Armenia" CJSC

Gnel Khachatryan
Engagement partner

28 Aprit 2020
Yerevan

er



ltikro KapitalArmenia UCO CJSC
Statement of profit or ioss and other compiet ensive income

For the year ended 31 December 2O1g
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lnterest income
lnterest expense

Net interest income

Fee and commission income
Fee and commission expense
Foreign exchange [oss, net
Other operating income

Operating profit

Loss from loans and other borrowings, net
Employee benefit expenses
Other generaI administrative expenses
Finance cost

Profit/(toss) before tax
Profit tax reimbursement

Profit/(toss) for the year

Other comprehensive income

Total comprehensive resutt

GeneraI Director
Khachik

Note

5

Chief Accountant
Lusine Movsisyan

2019
AMD'OOO

278,691
(80,929)

197,762

(2,879)
(3,404)

2,921

194,400

(47,2931
(83,820)
(61,869)

(566)

852

6,309

7,160

7,160

2018
A,ttD'000

11 ,96g

6
7
7

11,969

77,944
(6071
(2e7)

7

22,915

(4,731)
(27,221)
(19,845)

(28,882)

1,355

127,527r-

(27,5271

W
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MIKRO KAPITAL ARl,tENtA UCO CJSC

Statement of financial position
For the year ended 31 December ZO19
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Note
31.12.2019

A {D'000

50,3 1 g

1,469,72O
17,91O
11,127
9,1 gl
5,191

31.12,2018
AMD'OOO

Assets
Cash and bank accounts
Loans to customers
Property, equipment and intangibte assets
Right-of-use asset
Deferred tax asset
Other assets

Total assets

Liabilities
Loans and borrowings
Other tiabitities

Equity
Share capitaI
Accumutated loss

Total liabilities and equity

GeneraI Director
Khachik Nerkararyan

16

9
10
15
11

217,210
31 1,690

12,569

1,355
5,060

12

13

!!,,*
996,502

14,224

547,gg4

urofi

1,O1O,726

57O,OOO
(19,369)

570,000
(27,527)

5,411

14

550,631 54?-,473

1,561,357 547,994

The finoncial statements from pages 6 to 35 welre opproved by the iianogement of tuikro KopitatArmenia UCO CJSC on 28 Aprit iOZO ana signed by:

Chief Accountant
Lusine Movsisyan



MIKRO KAPITAL ARMENIA UCO CJSC
Statement of cash flows
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2019
AMD'OOO

2018
A 

^D'000Cash flows from operating activities
lnterest receipts
lnterest payments
Fees and commissions received
Fees and commissions paid
Net receipts from transactions in foreign currencies
Other income received
Salaries and benefits paid
Other general administrative expenses
Finance lncome
lncome tax paid
Lease payments
Provisions
(lncrease)/decrease in toans to customers
(lncrease) /decrease in other assets
(lncrease)/decrease in other Liabil.ities

Net cash from/ (used for) operating activities

Cash flows from investing activities
Purchase of property, equipment and intangibtes

Net cash used for investing activities

Cash flows from financing activities
Proceeds from share capital issue
Borrowings received

Net cash from financing octivities

Net increase/(decrease) in cash

Effect of exchange rate changes on cash and cash
equivatents

Cash at the beginning of the year

Cash at the end of the year (see Note 17)

262,794
(75,086)

(2,880)
(2,238'

2,921
(83,820)
(55,844)

s66
6,309

(11,770'
(4,551'

(1,179,439)
(5,969)

3,013

9,561

11,944
(6071
(1741

7
(24,979'
(18,987)

(s 1l

(313,086)
(5,060)

3,357

(1,145,994)

(11,755'

(339,175)

(13,427)

(11,755'

991,215

(13,4271

570,000

991,215 570 000

(166,534)

(358)

217,21A

(188)

217,21O

50,319 217,210

ended 31 December 2O19
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MIKRO KAPITAL ARA4ENIA UCO CJSC
Notes forming part of the financial statements

For the year ended 31 December ZO19

1. About the Company

Mikro Kapital Armenia Universa[ credit organization ctosed Joint stock company (,,the company,,)was founded in 2018' The company is a m'e.mber or a-group-#international companies. The maindirection of the company is crediting of smart ana meJiJm t rin"rr.The main objective 
.of lhe companyis u.iiuity is to support tt-e'aeueropment of smau and medium-sized businesses in the Repubtic of irmenia.

The onty participant of the company is Mikro.Kapitat sarr (registered in rtaty).The company's office is located at fremiies 1, 8 buitding, paronyan str., yerevan, Armenia.The average number of the company's emptoyees as of ii o"."ri,tur 201g was 14 (201g: g).

Armenian business environment

The company's operations are located in Armenia. 
.conseguentty, the company is exposed to theeconomic and financial markets of Armenia which displivl*uiging-rarLet'cniractejstics. tegat,tax and regutatory frameworks continue to devetop,-b;i-il;;j"ct to varying interpretations andfrequent changes that, together with other tegat ani'riscil irp;;;;urts, coniribute toihe challengesr1c.9o !v entities operati;g in Armenia. The iinanciat riitur"nti reftect management,s assessmentof the impact of the Armenian business environment 
"! ih; 6";tions and financial position of thecompany' The future business environment may differ rrom mlnagement,s assessment.

2. Basis of preparation

The principat accounting poticies adopted in the preparation of the financiat statements are set out
l?.i::: 

20' The poticies have been consistentty ai:ptieJ 6;itid yuars presenred, untess orherwise

The financia[ statements are presented in Armenian Drams (AMD), which is also the company,s

IH;Tttt 
currency. Amounts hre rounded to the nearest thousand (AA D,00o), untess otherwise

These financial statements have been prepared in accordance with lnternational Financial. Reportingstandards, lnternationa[ Accounting stand'ards ana rnierp[tilions lcottectivety IFRSs).

The preparation of financiat statements in comptiance with adopted IFRS requires the use of certaincritical accounting estimates and judgments. The ur"ui *nu* llg]niri.unt judgments and estimateshave been made in preparing the ftnaiciat statements and their eifect are disctosed in note 3.

Basis of meosurement

The financiat statements have been prepared on historical cost basis.

Chonges in accounting poticies

a) New standards, interpretations and amendments effective from 1 Jonuary 20r 9

. IFRS 16 Leases (IFRS 16);. IFRIC 23 Uncertainty over income tax treatment (lFRlC 23).

Detaits of the impact these standards have had are given in note 15 betow.

b) New standards, interpretations and amendments not yet effective

There were no new standards, interpretations and amendments that are not yet effective that witthave or may have an impact on rhe torpinvt future fi;;;cl;ailtlments.

77
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MIKRO KAPITAL ARMENTA UCO CJSC
Notes forming part of the financiat statements

For the year ended 31 December 2019 (continued)

3. Critical accounting estimates and judgments

The company makes certain estimates and assumptions regarding the future. Estimates andjudgments are continuatty evatuated based on.rrisioriiaiexpl?iun.u und other factors, inctudingexpectations of future events that are betieved to oe reasoriaoie under the circumstances. ln thefuture, actuat experience may differ from these estimates ino assumptioni in" 
"rtimates 

andassumptions that have a significant risk of causing u ,ut"riii uojustment to the carrying amounts ofassets and tiabil.ities within the next financial, yeai are oiscusseduetow.

Estimates and assumptions

lmpairment of loans and receivables
The company regutarty reviews its toans and receivabtes to assess for impairment. The company,sloan.impairment provisions are estabtished. to r-u.ognize ir.rri"o impairment tosses in toans andreceivabtes portfolio. The company considers u.iorniing- eitirutu, related to allowance forimpairment of toans and receivabies i key source of estimation un._ertainty, since (i) they are hightysensitive to change from period to period, as the assumpii;;; J;i future default rates and valuationof potential losses retating to impaired toans and receivabtes are based on recent performanceexperience.,.and (ii) any significant difference between iil C;;""y,s estimated [osses and actuallosses woutd require 

_the company to record provisions wrricrr cJuu have a *uturiii-irpact on its
i':ffi':' 

statements in future periods. Gross loans uno proriiions it 3t ou.uro"r zois prusented in

Foir value measurement
A number of assets and tiabitities inctuded in the companys financiat statements requiremeasurement at, and/or disclosure of, fair vatue.

The fair vatue measurement of the. company's financiaI and non-financiaI assets and tiabitities utilizesmarket observabte inputs and data is far.as possible. lnputi used in determining fair valuemeasurements are categorized intb different tevels based on i.ro* ouserviute ih;;il;;; used in thevatuation technique utilized are (the 'fair vatue trierarinyj:-' 
'- '

- Level /: Quoted prices in active markets for identicaI items (unadjusted)- Level 2: observable direct or indirect inputs other than Levet 1 inputs- Level3: Unobservabte inputs (i.e. not derived from market data).

The classification of an item into the above levels is based on the [owest tevel of the inputs used thathas a significant effect on the fair vatue measurement of the item. Transfers of items between levelsare recognized in the period they occur.

Lease
The determination of lease term for some lease contracts in which the company is a lessee, inctudingwhether the company is reasonabty certain to exercise tessee options (note i4).The determination of the incremental borrowing rate used to ,!urrr" tease tiabilities (note 14).

Att teases are accounted for by recognizing a right-of-use asset and a tease tiabitity except for:. Leases of low vatue assets; and. Leases with a duration of 12 months or [ess.

IFRS 16 was adopted 1 January 2019 without restatement of comparative figure.

Lease (iabi(ities are measured. at the present va(ue of the contractua[ payments due to the lessorover the lease term, with the discount rate determined by reference to the rate inherent in the teaseuntess (as is. typicatty the case) this is not readity aut"*iniute, in which case the Co.puny,sincrementa[ borrowing rate on commencement of the [ease is used. Variabte [ease payments are onlyincluded in the measurement of the lease tiabitity ir trcv a"puni on u, index oryit". tn such cases,the initiat measurement of the tease tiability assumes t-he variabte etement witl remain unchanged

L2
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MIKRO KAPITAL ARA,TENIA UCO CJSC

- N.otes forming part of the financiai Gtementsrorthe yearended 31 December 2Olg (continued)

throlghout the tease term' other variabte lease payments are expensed in the period to which they

subsequent to initiat measurement lease tiabitities increase as a resutt of interest charged at aconstant rate on the-?atancg.outstanding and are *dr;;fi;;6ru puyrunts made.Right'of'use assets are amortised on a stiailnt-rine uisis over trr-Jiemarning term of the tease or overthe remaining economic tlfe of the aisut #,-rurety, ihi i;ft;;i io uu shorter than the tease term.
4. Financial instruments _ Risk Management

The company is exposed through its operations to the fottowing financial risks:- Credit risk,
- Fair vatue or cash ftow interest rate risk,- Foreign exchange risk,- Liquidity risk.

ln common with alt other businesses, the c.gmpqny is exposed to risks that arise from its use offinancial instruments. This note ouilriuur tne'-"irpair:i"ou;l.ltr"., poticies and processes formanaging those risks and the methods,tua to,uurrr"in"r.'ii,.tt". quantitative information inrespect of these risks is presented throughout these ffnancial statements.

There have been no substantive changes in the companys.exposure to financia[ instrument risks, its
ilJ,iTllXi;iJ[llffoTt 

p.o'""u' ?oi managing tndse iiir<i 5i *,u ,"*,oas useJ to me-isure them

(a) Principal financi at instruments

lfjJ[ii5i:financial 
instruments used bv the company, from which financiar insrrumenr risk arise,

- Loans to customers
- Receivabtes
- Cash and cash equivatents- Trade and other payables- Borrowings received

(b) Financial instruments by cotegory

Financial assets measured at amortised cost

2019
AMD'OOO

2018
AMD'OOO

Loans to customers
Cash and cash equivatents
Trade and other receivables

Financial liabilities measured at amortised cost

Loans and borrowinss
Trade and other pafabtes

1,469,72O
50,3 1 g

4,294

31 1,690
217,210

5,059

1,523,322 533,959

2019
AMD'OOO

2018
AMD'OOO

996,502
3,237 1,759

13

999,739 1,759
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MIKRO KAPITAL ARMENIA UCO CJSC
Notes forming part of the financial statements

For the year ended 31 December 2019 (continued)

(c) Financial instruments not measured at fair value

Financial instruments not measured at fair vatue inctude cash and cash equivatents, trade and otherreceivables, loans provided to customers, trade and other puyrblur, as well as received loans andborrowings.

Due to their short'term nature, the carrying value of cash and cash equivalents, trade and otherreceivabtes, trade and other payabtes apfroximates their tair vatue.
For details of the fair value hierarchy, valuation techniques, ind significant unobservable inputsretated to determining the fair vatue oi toans to customers and borrowings, which are ctassified in[eve[ 3 of the fair vatue hierarchy, refer to Annex A.

Credit risk

credit risk is the risk of financial loss to the company, if a customer or counterparty to a financialinstrument faits to meet its contractuat obligations.

Respectively credit risk is of.cruciaI importance in a micro financing organization risk management.To avoid significant financial damage caused by this tr,u corpinv useivarious methods to identifyand manage effectivety the credit risks.

Risk management and monitoring is carried out within the established powers. These procedures areimplemented by the credit committee and Board of Directors of the company.

lnformation submitted to Credit committee is a pretiminary anatytical information based onappropriate study of the customer's initial apptication, his/hei business and credit risks by creditspeciatist, the accuracy of which is checked by'credit manager using the .orpuruti* meit oO unoerthe responsibitity of the.credit speciatist and credit.unig"i-iu"ntuatty the credit committee
members assess the comptiance of the apptication with estabti;hed criteria (appticant,s credit history,financial position, competitive abitity, e[c.).

Restructured loons

Restructured loans are [oans that have been restructured due to deterioration of the borrower,sfinancial position, and. the company has made certain concessions, which it woutd not otherwiseconsider. ln case of 
-[oan 

restructuring it remains in that category despite the fact that itsperformance was satisfactory after restructuring

lmpairment allowonce

The Company establishes an attowance for impairment tosses that represents its estimate of incurred
losses jn its loan portfotio. The main component of this attowance is a cottective toan loss attowance
estabtished for the Company; homogeneous assets in respect of losses that have been incurred butnot been identified on loans.

lAaximum exposure of credit risk
The Company's maximum exposure to credit risk varies significantty and is dependent on bothindividual risks and general market economy risks. For the fin;nciat assets in the batance sheet, themaximum exposure is equal to the carrying amount of those assets prior to any offset or cottaterat.

Financial assets' maximum exposure to credit risk as of reporting date is presented betow:

Loans to customers
Cash and cash equivalents
Trade and other receivables

2018
Al,tD'000

----lTT;60d217,210
5,059

?:019

AMD'OOO

1,469,720
50,3 t g

4,294

t4

1,523,322 533,959



MIKRO KAPTTAL ARA4ENIA UCO CJSC

- Notes forming part of the financial statements
For the year ended 3i December ZOig icontinued)

Above carrying amounts best represent the maximum exposure to credit risk atso when taking intoaccount of any cottateral hetd or p"ttonuiguurantees obtained. The impact of possibte netting ofassets and tiabitities to reduce potentiat -reait 
expoiure ;;;;i signiricant. fi-iriu-unutysis of

:lliXHSii:l:.i:.il,,:roans to;,;i;;;; ana conitni;;ti,;;;;,udit risk in respecr or roans ro

Off-balance sheet risk

]li::HilJ,f5f;[;;!:TL&Ti,I#" same risk manasement poricies for off-barance sheet risks

Ge og r a p hi ca I c on cent ra ti on

]iirt;:fri::hical 
concentration of the companv's assers and tiabitities is restricted to the territory

Cosh and cash equivotents

The company betieves that the risk of cash loss can be deemed as insignificant, since the financialinstitutions setected for investme;i; th" t;rpany's runas are reiiabte and authoritative.
A significant amount of cash is hetd with the fo(towing institutions:

Bank 1

Bank 2

2019
AMD'OOO

2018
AI D'000

123,010
94,2OO

47,274
3,044

50,3 1 g 217,210

H
H
;t
tt
lt
U
Il
r

lAarket risk

Market risk arises from the company's use of interest bearing, tradabte and foreign currency financialinstruments' lt is the.risk that the fa;;Jutu" ol. future c;;t?6;, of a financial instrument wi[[
lY-T:?:",i::ffi:-$;iil?:iJ;:.'"J.",*l*t t'"'''"'"iil"["li',li]"".;'; ";;;;;; .u,u, 1.,.,."n.v

Foir volue and cash flow interest rote risk

lnterest rate risk is the risk that the fair vatue or future cash ftows of a financiat instrument wittftuctuate because of changes i, ,iik"i irt"rest rates. The company is exposed to the effects off(uctuations in the prevaitiig teveti;i'*rr"t interest ,utu, on iti'nnanciat position and cash flows.lnterest margins mav increaie ur u *tuiioirr.n ihing;; b",i';;'.tso decrease or create losses inthe event that unexpected movementi o.*r.
lnterest rote qoD analvsis

lnterest rate risk is managed principatty through monitoring interest rate gaps. A summary of theinterest gap position ror mal0i tnancial'initruments as at 3 i December 201 g is as fottows:
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MIKRO KAPITAL ARMEN'A UCO CJSC
Notes forming part of the financial statements

For the year ended 31 December ZOlg (continued)

XF^i 
,l:It'i :,ffii I,:IIi ?:T,'

AMD'000 AMD,000 AMD'ooo dto,ooo Al,tD,ooo

Carrying
amount

ArlD'000
31 December 2OtB
Assets

Cash and cash
equivalents
Loans to customers

217,210

33,994 36,757

_ 251,20! 36,757 62,992 179,047

62,992 178,047

217,210

311,690

528,900

Upto3
months

AMD'OOO

Between
3and6
months

AMD'OOO

Between Between
6and12 1and5
months years

AMD'OOO AMD'OOO

?:::,t overdue

AMD'000 ArlD'000

Carrying
amount

AMD'OOO

T

;

T

x

l
I
l
l
U

T

T

T

l
T

il
T

r
t
l
I

31 December
2019
Assets

Cash and cash
equivatents
Loans to
customers

Liabilities
Loans and
borrowings

50,3 1 g

203,304 192,637

- zErn -IilIraT
334,317 737,Ogg

-- 3lz.-il7 --Zr"o-a8

50,3 1 g

1,935 9,439 1,469,720
--lF3' --nfi{ TsTmrt

2,917 gg3,6g5 996,5O2

_ 253,62' 182,637 334,317 734,271 (991,750) 9,439 522,536

Averaqe interest rates

The tabte betow disptays average effective interest rates for interest bearing assets and tiabitities asat 31 December 2019. These interest rates are an approximation of the vieias to miiurity or tneseassets and liabitities.

2019
Average effective interest

rate

' 2018
Average effective interest

rate

I nte rest beari ng assets
Loans to customers
I nterest beari ng li abi li ti es
Loans and borrowings

AA{D

35.10%

18.26%

USD

25.28%

11.34%

AMD

39.45%

USD

28.92%
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l,tlKRO KAPTTAL ARttENtA UCO CJSC

_ Notes forming part of the financial statements
For the year ended 3 1 Decembe r ZO19 (continued)

Foreign exchonge risk

Foreign exchange risk arises when individual Company's entities enter into transactions denominatedin a currency other than their functionat cuir"ncy.

The company's foreign exchange.risk mainty arises from changes in exchange rates retated to usDdenominated loans, and as a resutt the comiany may incur significant losses.

The foltowing table shows the foreign currency exposure structure of financiat assets and tiabititiesas at 31 December 2019:

2019
AA D'000

2018
ArvtD'000ASSETS

Cash and cash equivatents
Loans to customers
Total assets

LIABIL!TtES

Loans and borrowings
Total liabilities
Net position

597,583
6,291 5,219

53,296
603.864 58,504

341,591

581341

10% appreciation of USD against AA,ID

262.283

2019
AMD'OOO-----TW

2018
AMD'OOO

5,950

50458

A weakening of the AA4D, as indicated betow, against the usD at 31 December 2019 woutd haveincreased (decreased) equity_and profit or toss nyine urornti ,t o*n below. This anatysis is on a netof tax basis and is based on-foreign .rrrency urihange rate ,urluniu, that the company consideredto be reasonabty possibte at the'end orth6 reporting period. The anatysis assumes that att othervariables, in particular interest rates, remain aonrtunt.

A strengthening of the AA4D against the above currencies at 31 December Zl1gwoutd have had theequal but opposite effect on the above currencies to the amounts,ho*n above, on the basis that attother variables remain constant.

Liquidity risk

Liquidity risk arises from.the.company's management of working capitat and the finance charges andprincipal repayments on its debt ihstrlmenii. lt is the risk thai t'hetompany witl encounter difficutty
U,&ffi'lHT,l|?:r':ii"T[3ilf" as thev'ratt or". rnirvJr o-r-urrut ana uablity miturities by
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MIKRO KAPITAL ARMENIA UCO CJSC
Notes forming part of the financial statements

Forthe yearended 3l December ZO19 (continued)

Capitol risk monagement

The Company manages its capitat to ensure that the Company witt be abte to continue as a going
concern white maximizing the return to stakehotders through the optimization of the debt and eluit!
balances. The CBA sets and monitors capitat requirements for the Company. Under the current capitat
requirements set by the CBA, universat credit organizations as at December 31 ,ZA1g have to maintain
a minimum share capitat of AillD 150,000 thousand. The Company's assets are financed by share
capital and loans and borrowings received.

5. Net lnterest lncome
2019

AMD'OOO
2018

AMD'OOO
lnterest income
Loans to customers
Term deposits in banks

lnterest expense
Loans and borrowings

Net interest income

6. Employee benefit expenses

Wages and sataries
Other

Salary, other compensation

7. Administrative expenses

Lease
Advertising, representation
Audit, consuttancy
Non- refundable taxes, penatties
Depreciation, amortization
Services received
Communication expenses
Office expenses
Other

277,O45
1,646

6,595
5,373

278,691

80,929

11,969

go,g2g

197,762 11 ,96g

_____T5,8r0- ru
Key management personnel compensation

Key management personnel are those persons having authority and responsibitity for ptanning,
directing and controt(ing the activities of the Company, inctuding the Company,s Diiector, Busineis
Devetopment Department Manager. The costs related to remunerition of key minagement personne[
are presented below.

2019
Af,tD'000

82,899
921

2019
AMD'OOO

2018
A 

^D'000
26,910

311

2018
AMD'OOO

43 224 16 741

2019
AMD'OOO

2018
AMD'OOO

12,992
12,818
I 1,065
10,204
8,454
2,344
1,247
1,045

4,300
4,376
4,200
1,123

858
3,162

333
452

19
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MIKRO KAPITAL AR,MENIA UCO CJSC

_ Notes forming part of the financiat statements
Forthe yearended 31 December2Olg lcontinued;

8. Profit tax expense

2019
A/1,{D'000

2018
A/l,tD'000Tax Expense

Current tax expense
Current tax on profits for the year

Total current tax
Deferred tax expense
Origination and reversal of temporary differences (Note 11)Total deferred tax expense/(in.o*")

9. Loans to customers

Loans to customers
A[towance for impairment [osses

3556.308
6.308 355

308 355

2019
AMD'OOO

--FT0F30-
(42,140t

---T16{77

2018
AA D'000

-

316,370
(4,680)

311,690

Loans and borrowings to customers per industry groups are presented betow.

2019

AMD'OOO

Trade
Production
Transport, warehousing
Pubtic food
Pubtic heatth
Construction
Professional, scientific and technical activities
Cutture and turism
lnformation and communication
Other

1,469,720

2018

AA D'000

690,632
129,972
128,354
83,951
35,665
31,991
4,637
3,499

1 53,652
49,031
1 3,990
7,399
2,272

1,910

4,g1;
78.730

31 1,690

32;370

The tabte betow summarizes carrying vatue of loans (as of 31 December 2019) tocustomers anatyzedby type of security obtained Oy the dorpiny

PersonaI guarantees
Coltateral by ptedge of vehictes
Cottateral.by ptedge of other property
Unsecured

2019
AMD'OOO

--m36I0i-
375,039
30,632
26.449

1,468,7?:O

2018
AMD'OOO----263F5!-

4,703
14,535
28,593

311.690

As at December 31, 2019 att loans to customers (1-00% of totat portfotio) are granted to individuatsand companies operating in Repubtic oi armenia, which 
-i"[*t"nt, 

a significant geographicatconcentration in one region.

20
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MIKRO KAPITAL ARMENIA UCO CJSC
Notes forming part of the financial statements

For the year ended 31 December ZO19 (continued)

The tabte betow summarizes movement of impairment:

Balance at the beginning
Addition
Net write-offs
Balance at the year-end

Credit quatity note betow summarizes loan ctassifications:

2019
AMD'OOO

(42,1401 (4.680)

2019
AMD'OOO

--__-(4380)-(54,569)
17,1O9

2018
A,1D',000

(4,680;

2018
AMD'OOO

Not overdue
Overdue loans:
Overdue from 1 to
30 days
Overdue from 31 to
60 days
Overdue from 61 to
90 days
Default

Amount Provision Net Amount Amount Provision Net Amount
1,466,000 25,699 1,440,302 316,370 4,680

5,512 544

9,116 1,531

7,154 2,Zgg

23,079 1Z,O7g
lFl0;r6d ,--ojn

311,690

4,969

7,595

4,965

1 1,000

@---7380 311,690

The tabte below summarizes movement of loan balances and Expected credit Loss (ECL) batance per
stages:

2019
AMD'OOO

Stage 1 Stage 2 Stage 3 Total

Balance ot the beginning
Transfer to Stage 1

Transfer to Stage 2
Transfer to Stage 3
Net remeasurement of loss allowance
New financial assets originated or
purchased
Write-offs
Balonce ot the end 1,471,512 9,116

316,370

(4,749t
(36,221'

(161,301)

1,357,413

36,22;
16

6,O73

(12,078)

---ld73z

316,370-

(1 6 1,285)

1,367,953

(12,O78).

__],510,899

4,749

4,367

2t
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MIKRO KAPTTAL ARMENIA UCO CJSC
Notes forming part of the financiat statements

For the year ended 31 December 2019 (continued)

2019
AMD'OOO

Stage I Stage 2 Stage 3 Total

Bolance ot the beginning
Transfer to Stage 1

Transfer to Stage 2
Transfer to Stage 3
Net remeasurement of loss allowance
New financial assets originated or
purchased
Write-offs
Bolonce at the end

4,690

(e40)
(12,3741

3,990

20,524

10,472

@

940

591

,/2,:,J7;

(1,605)

1,992

1,606

O,at:

2,275

23,107

12-,O79ru1,531 14,367

10. Property and equipment and intangible assets

Computer Office
equipment equipment

AMD'OOO AMD'OOO

other lntangible 
Total

assets
AMD'OOO AMD'OOO AMD'OOO

Cost or yo(uotion

At 1 January 2018
Additions
At 31 December 2018

At 1 January 2019
Additions

At 31 December 2019

Accumulated depreci oti on
At 1 January 2018

Depreciation charge
At 31 December 2018

At 1 January2019
Depreciation charge

At 31 December2019

Net book value
At 1 January 2018
At 31 December 2018
At 31 December 2019

1 1. Deferred tax asset

----afr6 -- sFET

2,5g;ru
2,596
2,204

---4md

417

3,86;---136r
3,962
1,219

161

4,gg;
4,993

4,993
6,453ru

13,427----Bvfl
13,427
10,976

-T@

1,976
1,976

1,976
1,100

109 171 858
417 109 161 1n 8s8

417
3,373

3,790

161

763
171

962
858

5,735

109

637

- 
746- 924

2,179 3,70;

1,133 6,593

4,sz; n,56;1,867

___1,0999999999999999 2,330 4,157 10,313 _11,U9

2019
AMD'OOO

2018
AMD'OOO

At 1 January
Tax expenses recognized in profit or loss
(Loss) gains recognized in other comprehensive income
At 31 December

Detaits of the deferred tax tiabitity, amounts recognised in
other comprehensive income are as fotlows:

1,355
6,309

528
1,355

1,355191

profit or loss and amounts recognised in
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MIKRO KAPITAL ARMENIA UCO CJSC
Notes forming part of the financial statements

For the year ended 31 December 2019 (continued)

12. Loans and borrowings

The book vatue of loans and borrowings is as fottows:
2019

Al,tD'000
2018

ArlriD'000

Bank loans (secured)
Borrowings from retated parties (unsecured)

196,819
799,683
996,502

Bank loans

The Company has entered into a credit facitity arrangement with a financial institution with an
expiration date. The credit facitity is secured by the Company's own equity (see Note 14).

The Company has received two [oans under the above arrangement.

The first loan in the amount of 5200,000 originated on March 18, 2019 with fixed interest rate of
10.0%, through its maturity on March 3, 2022. The outstanding batance was 95,940 thousand drams
as of December 31,2019.

The second loan in the amount of 100,000 thousand drams originated on Apri[ 3, 2019 with fixed
interest rate of 13.0%, through its maturity on March 03,2020. The outstanding balance was 100,000
thousand drams as of December 31,2019.

Fair vatues of atl the bank loans approximate their carrying amounts.

Borrowings

The Company has received several borrowings from retated parties (see Note 19).

The first borrowing in the amount of 36,000 thousand drams originated on May 30, 2019 with fixed
interest rate of 14.0%, through its maturity on May 20, 2021. The outstanding batance was 36,000
thousand drams as of December 31, 20'19.

The second borrowing in the amount of 540,000 originated on August 2,2019 with fixed interest rate
of 11.0To, through its maturity on August 2,2021. The outstanding balance was 19,188 thousand drams
as of December 31, 2019.

The third borrowing in the amount of 10,000 thousand drams originated on August 2,2019 with fixed
interest rate of 14.0%, through its maturity on August 2,2021. The outstanding batance was 10,000
thousand drams as of December 31, 2019.

The fourth borrowing in the amount of SIOO,O0O originated on June 18,2019 with fixed interest rate
of 11 .5%, through its maturity on June 18, 2021. The outstanding balance was 47 ,970 thousand drams
as of December 31, 2019.

The fifth borrowing in the amount of 175,000 thousand drams originated on October 28, 2019 with
fixed interest rate of 20.0%, through its maturity on September 28, 2020. The outstanding balance
was 't65,855 thousand drams as of December 31,2019.

The sixth borrowing in the amount of 100,000 thousand drams originated on November 27, 2019 with
fixed interest rate of 20.0%, through its maturity on October 27, 2020. The outstanding batance was
97 ,381 thousand drafts as of December 31, 2019.

The seventh borrowing in the amount of 418,325 thousand drams originated on December 16,2019
with fixed interest rate of 20.0%, through its maturity on November 16,2020. The outstanding batance
was 418,325 thousand drams as of December 31,2019.

24
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MIKRO KAPITAL ARIiENIA UCO CJSC
Notes forming part of the financial statements

For the year ended 31 December 2019 (continued)

Fair vatues of at[ the borrowings approximate their carrying amounts.

The tabte betow detaits changes in tiabitities arising from financia[ activities, inctuding changes both
cash and non-cash changes. Liabitities arising from financial activities are those for which cash ftows
were, or future cash ftows wit[ be, ctassified in the Company's statement of cash ftows as cash flows
from financiaI activities.

At the beginning of the year
Cosh flow
Proceeds from loans and borrowings
Repayment of loans and borrowings
Payment of interest

Non-rnonetory flows
lnterest accruaI
Effect from foreign currency revatuation

At the end of the year

13. Other liabilities

Provision on satary
Payabtes to suppliers
Liabitities to budget

2:019
AMD'OOO

1,560,809
(569,464'

(75,086)
916.259

80,929
(686)

80,243

______:2!,192_

2019
AMD'OOO

7,522
3,237
3,465

2018
AMD'OOO

2018
AMD'OOO

2,242
1,758
1,411

I
I
I

14,224 5,411

The fair vatue of trade and other payabtes measured at amortised cost does not materiat(y differ
from their carrying va(ue.

14. Share capital

The Company has one participant - Mikro Kapital Sar[ (registered in the Repubtic of Luxembourg).

15. Leases

At[ [eases are accounted for by recognising a right-of-use asset and a [ease tiabitity except for:
o Leases of tow vatue assets; and
. Leases with a duration of 12 months or less.

IFRS 16 was adopted 1 January 2019 without restatement of comparative figures. For an exptanation
of the transitional requirements that were apptied as at 1 January 2019, see Note 17. The fottowing
pollcies apply subsequent to the date of initiat application, 1 January 2019.

Lease liabilities are measured at the present value of the contractual payments due to the lessor
over the tease term, with the discount rate determined by reference to the rate inherent in the lease
unless (as is typicatty the case) this is not readity determinabte, in which case the group's incremental
borrowing rate on commencement of the lease is used. Variabte lease payments are onty inctuded in

ll
ll
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MIKRO KAPITAL ARMENIA UCO CJSC
Notes forming part of the financial statements

For the year ended 31 December 2019 (continued)

the measurement of the lease tiabitity if they depend on an index or rate. ln such cases, the initial
measurement of the tease liabitity assumes the variabte etement witl remain uncfranleo throughout
the lease term. other variabte lease payments are expensed in the period to which tfrey retate.

on initiat recognition, the carrying value of the [ease tiabitity atso inctudes:. amounts expected to be payable under any residua[ vatue guarantee;
' the exercise price.of any purchase option granted in favoui of the group if it is reasonable

certain to assess that option;

' arY penatties payabte for terminating the lease, if the term of the lease has been
estimated on the basis of termination option being exercised.

Right of use assets are initiatty measured at the amount of the tease tiabitity, reduced for any leaseincentives received, and increased for:o lease payments made at or before cornmencement of the lease;. initial direct costs incurred; ando the amount of any provision recognised where the Company is contractuatty required to
dismantle, remove or restore the teased asset.

Subsequent to initiat measurement lease tiabitities increase as a resutt of interest charged at aconstant rate on the batance outstanding and are reduced for lease payments made. Rigf,t-of-use
assets are amortised on a straight-line basis over the remaining term of the lease or over theremaining economic life of the asset if, rarely, this is judged to beihorter than the [ease term.
When the Company revises its estimate of the term of iny-tease (because, for exampte, iire-assessesthe probabflity of a [essee extension or termination option befng exercised), it adjusts the carrying
amount of the tease tiabitity to reftect the payments to make-over the ievised'term, which arediscounted at the same discount rate that apptied on [ease commencement. The carrying vatue of
tease tiabilities is simitarty revised when the variabte etement of future [ease payments dependent
on a rate or index is revised. ln both cases an equivatent adjustment is made to'the carrying va(ue ofthe right'of-use asset, with the revised carrying amount being amortised over the remaining (revised)
lease term.

When the Company renegotiates the contractual terms of a lease with the lessor, the accounting
depends on the nature of the modification:

' if the renegotiation results in one or more additionat assets being leased for an amount
commensurate with the standalone price for the additional rights-of-use obtained, the
modification is accounted for as a separate lease in accordance wi-tf, the above poticy 'o in at[ other cases where the renegotiation increases the scope of the lease (whether that is
an extension to the lease term, or one or more additionat assets being teised), the leasetiabitity is remeasured using the discount rate appticabte on the modificition daie, witn tne
right-of-use asset being adjusted by the same amounto if-the renegotiation resutts in a decrease in the scope of the lease, both the carrying amount
of the lease tiabitity and right-of-use asset are reduced by the same proportion to reftect thepartial of futl termination of the lease with any difference recogniied in profit or [oss. The
[ease [iabitity is then further adjusted to ensure its carrying amount ref[ects the amount ofthe renegotiated payments over the renegotiated term, *lin the modified [ease payments
discounted at the rate appticabte on the modification da[e. The right-of-use utr"ilr adjusted
by the same amount.

Nature of leasing activities (in the capacity as lessee)

The Company [eases office ,space tocated in Yerevan, Armenia. The lease inception date is 23september 2018 and extends to 23t09/2023. The teaie is non-cancettabte for the fen:oo up to
lloyelo^e|2019. The monthty lease fee for the leased area provided for by trre agieemeni amountsto 1,070 thousand drams (inctuding taxes).
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Right-of-Use Assets

At 1 January 2019
Amortisation
At 31 December2Ol9

Lease liabilities

At 1 January 2019
lnterest expense
Lease payments
At 31 December 2019

1 6. Contingent Liabilities

Land and buildings
AMD'OOO

13,846

Land and buildings
AMD'OOO

11,2O4
566

(11,7701

As of 31 December 2019, the Company had no tiabitities retated to equity investments.

As of 31 December 2019, the Company has provided no guarantees regarding repayment of tiabitities
of any party.

As of 31 December 2010, there were no tegal actions against the Company.

17. Notes supporting statement of cash flows

Batance of cash and cash equivatents is presented betow.

2019
AMD'OOO

2018
AMD'OOO

Current accounts with banks 50,3 I 8 217,21O
217,21O50,318

18. Effects of changes in accounting policies

The Company adopted IFRS 16 with a transition date of 1 January 2019. he Company has chosen not
to restate comparatives on adoption of this standard, and therefore, the revised requirements are
not reftected in the prior year financial statements. Rather, these changes have been processed at
the date of initial apptication (i.e. 1 January 2019) and recognised in the opening equity batances.
Detaits of the impact this standard has had are given betow. Other new and amended standards and
interpretations issued by the IASB did not impact the Company as they are either not retevant to the
Company's activities or require accounting which is consistent with the Company's current accounting
policies.

IFRS 16 Leoses
Effective 1 January 2019, IFRS 16 has reptaced IAS 17 Leoses and IFRIC 4 Determiningwhether an
Arrangement Contoins o Leose.

IFRS 16 provides a singte lessee accounting modet, requiring the recognition of assets and tiabitities
for att leases, togetherwith optionsto exctude teaseswherethe teaseterm is 12 monthsor [ess, or
where the undertying asset is of low vatue. IFRS 16 substantiatty carries forward the lessor accounting
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in IAS 17, with the distinction between operating leases and finance leases being retained. The
Company does not have significant leasing activities acting as a lessor.

Transition Method and Practicat Expedients Utitised

The Company adopted IFRS 16 using the modified retrospective approach, with recognition of
transitional adjustments on the date of initiat apptication (1 January ZO1F1, without restatement of
comparative figures. The Company etected to appty the practica[ expedient to not reassess whether
a contract is, or contains a lease at the date of initiat application. Contracts entered into before the
transition date that were not identified as leases under IAS 17 and IFRIC 4 were not reassessed. The
definition of a lease under IFRS 16 was apptied onty to contracts entered into or changed on or after
1 January 2019.

IFRS 16 provides for certain optional practical expedients, inctuding those retated to the initiat
adoption of the standard. The Company apptied the fottowing practi;at expedients when apptying
IFRS 16 to leases previousty ctassified as operating leases undei t,qs tz:

(a) Appty a singte discount rate to a portfotio of leases with reasonabty simitar characteristics;
(b) Exctude initial direct costs from the measurement of right-of-use assets at the date of initiat
apptication for [eases where the right-of-use asset was dete]mined as if IFRS 16 had been apptied
since the commencement date;
(c) Retiance on previous assessments on whether (eases are onerous as opposed to preparfng an
impairment review under IAS 36 as at the date of initiat apptication; and
(d) Apptied the exemption not to recognise right-of-use assets and tiabitities for [eases with tess than
12 months of lease term remaining as of the date of initial application.

As a lessee, the Company previousty classified leases as operating or finance leases based on its
assessment of whether the lease transferred substantially att of the risks and rewards of ownership.
Under IFRS 16, the Company recognizes right-of-use assets and tease tiabitities for most teases.
However, the Company has etected not to recognise right-of-use assets and lease tiabitities for some
[eases of [ow vatue assets based on the vatue of the undertying asset when new or for short-term
leases with a [ease term of 12 months or less.

on adoption of IFRS 16, the Company recognised right-of-use assets and tease tiabitities as fottows:

Ctassification under
IAS 17 Right-of-use assets Lease [iabitities

Operating teases

Office space: Right-of-use asset
is measured at an amount equal
to the tease tiabitity, adjusted
by the amount of any prepaid or
accrued lease payments.

Measured at the present value of the remaining
lease payments, discounted using the Company,s
incremental borrowing rate as at 1 January 2019.
The Company's incremental borrowing rate is the
rate at which a similar borrowing could be
obtained from an independent creditor under
comparabte terms and conditions. The weighted-
average rate apptied was 12.0%.

The foltowing tabte presents the impact of adopting IFRS 16 on the statement of financiat position
as at 1 January2019:

28



l,tlKRO KAPITAL ARMENTA UCO CJSC

_ Notes forming part of the financial statements
For the year ended 31 December 2019 (continued)

31 December 2018

Assets
Right-of-use assets
Deferred tax assets

Liabilities
Lease liabilities

Equity

Adjustments As originatty presented

AMD'OOO
IFRS 16

Af,tD'000
1 January2019

AMD'OOO

(a)
(b) 1,35;

(27,527)

13,946
528

- 11,204

3,770

13,946
1,993

11,204

(24,357)

(c)

Retained earnings (d)

(a) The adjustment to right-of-use assets is entirety operating type leases.(b) Deferred tax assets were adjustea to rerGct thl tix enai 6itnl above adjustment recorded.(c) The following table reconcitis the minimum lease commJtruntr'ois.tosed in the company,s 31December 2018 annuat financial statemenis io the amount oi Gase tiabitities recognised on 1January 2019:

Minimum operating lease commitment at 31 Decembe r z01g
Less: short-term leases not recognised under IFRS 16
Less: low vatue leases not recognised under IFRS 16
Ptus: effect of extension option-s ."uronuLiy certain to be exercisedUndiscounted lease payments
Less: effect of discounting using the incrementaI borrowing rate
as at the date of initiat appticaiion
Lease liability as at 1 January 2019

1 January 2019
A 

^p'00011,770

fi,77;
(566)

11,204

(d) Retained earnings were adjusted to record the net effect of att other adjustments noted.

't 9. Related party transactions

Terms ond conditions of retated party transactions

Transactions with related parties were carried.out on conditions agreed between the parties, whichwere not necessarity carried out at market rates. The outstanaini batances at ine LriJ or the yearare unsecured, interest-free, and are settled in cash, *."pt;;;;cribed below. such assessment iscarried out every fiscal year by checking the financiat p"iiti* ;iA" retated party and the marketin which it operates.

Key retated party transactions for 201g and 201g are presented betow:

2019
AMD'OOO

799,683
63.879

2018
Arr(D'000Loans and borrowings (Note 12)

lnterest expense on loans and borrowings

Key manogement personnel compensation (note 6).
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20. Accounting policies

lncome from main actiyity

lnterest income and expense

lnterest income from a financia[ asset is recognized when it is probabte that the economic benefitswitl flow to the company and the amount of i-ncome can be measured retiabty. lnteresi income and
expense are recognized on an accrual basis using the effective interest method. The effective interest
method is a method of calcutating the amortized cost of a financial asset or a financiat tiabitity (orgroup of financial assets or financial tiabitities) and of attocating the interest income or interest
expense over the retevant period.

The effective interest rate is the rate that exactly discounts estimated future cash receipts through
the expected tife of the debt instrument, or lwheie appropriate) a shorter period, to the net carrying
amount on initial recognition.

once a financial asset or a group of simitar financial assets has been written down (partty written
down) as a result of an impairment toss, interest income is thereafter recognized ,riit tn" rate ofinterest used to discount the future cash flows for the purpose of measuringlne impairfient [oss.

lnterest earned on assets at fair vatue is ctassified within interest income.

Recognition of fee ond commission income

Loan origination fees. are deferred, together with the retated direct costs, and recognized as an
adjustment to the effective interest rate of the [oan. Where it is probabte tirat a toan iommitmentwitl [ead to a specific lending. arrangement, the loan commitment fees are a"f;;r"d, dg"ther withthe retated direct costs, and recognized as an adjustment to the effective interest rate of theresutting [oan. Where it is untikety that a loan commitment witt tead to u rp"tiric tending
arrangement, the loan commitment fees are recognized in profit or loss over the remaining period oithe loan commitment. where a [oan commitm6nt expires without r"ruitinl-in ;1;;;; the loan
commitment fee is recognized in profit or loss on expiry. Loan servicing fdes are recognized as
revenue as the services are provided. Att other commiisions are recogiized when services areprovided.

Forei gn cu r ren cy transa cti ons

Transactions entered into by- the. company in a currency other than its functional currency are
recorded at the rates estabtished by M central bank a[ the date when the transactions occur.
Foreign currency financial assets and tiabitities are reftected at the rate estabtished by M Centralbank.at.the reporting date. Exchange differences arising on the remeasurement of financia[ assets
and liabilities are recognized immediatety in profit or toi.

Financial assets

Financial assets are classified in the fottowing categories:
(a) financial assets measured at fair vatue hr5ugh p-rofit or toss (FWpL);
(b) financial assets measured at fair vatue through other comprehensive income (FVOCI);
(c) financiat assets measured at amortized cost.
The.classification depends on the nature of the cash ftows resutting from the financiat assets and the
business modet, under which the asset is hetd and designated at itie time of initiat recognition.
Financidt assets measured at fair vatue through profit oitoss. Financial asset is ctassified as 

,,measured
at fair vatue through profit or toss" if it ia classified neither as measured at amortized cost (as
described betow) nor as measured at FVOCI (as described betow). Additionatty, at initiat retognition,
the company may irrevocably designate any financia[ asset (which meeti the criteria roi being

30



I,{IKRO KAPITAL ARMENIA UCO CJSC
Notes forming part of the financial statements

For the year ended 31 December 2019 (continued)

measured at amortized cost or at FVOCI) as measured at FVTPL, if this etiminates or essentialty
reduces the accounting mismatch that coutd otherwise have arisen.
A financial asset is ctassified as measured "at fair vatue through other comprehensive income"
(FVOCT) if:

o lt is held under a business mode[, which aims at cottecting contractual cash ftows and
setting financial assets; and

. At initial recognition, it forms a part of the portfotio of certain financial instruments
managed jointty by the Company and has a reatistic possibitity of short-term profit making;
or

o lts contractuaI terms give rise to cash ftows on the specified dates, which are sotely
interest payments on principal and outstanding principat. A financial asset is ctassified as
measured "at amortized cost" if it compties with the fottowing two conditions and has not
been designated as measured at FVTPL:

o lt is held under a business modet, which aims at hotding assets to cottect contractual cash
ftows; and

. lts contractual terms give rise to cash ftows on the specified dates, which are solety interest
payments on principaI and outstanding principat.

Financial assets, which are debt instruments and are not classified as measured at FVPOL, are
subject to impairment test using the expected credit loss modet. According to this modet, a credit
loss provision should be recognized in the amount of expected credit losses (ECL) during 12 months
after the reporting dates. However, if the instrument's credit risk has significantty increased since
its initial recognition, the provision should be recognized for the whole [ife of the instrument in the
amount of ECL.

Derecognition of financial ossets

The Company derecognises financial assets when the contractual rights with respect to cash ftows
resutting from the financial asset become void, or when these rights are transferred to a third party.
lf the Company substantiatty neither transfers nor retains att the risks and returns retated to
ownership of the financiat asset, but retains contro( over the transferred asset, the Company
continues to recognize the financial asset, as we[[ as its associated tiabitity to the extent that its
invotvement in the financial asset is kept. lf the Company substantiatty retains atl, the risks and returns
retated to ownership of the financial asset, the Company shatl continue to recognize the financiat
asset, as wetl as the borrowing ptedged as cotlateral for the received return.

Financial liabilities

Financial tiabitities are classified as measured "at fair vatue through profit or [oss" (FVTPL) or other
financiaI liabitities.

Financial liabilities measured at fair value through profit or loss. Financial liabitities are
ctassified
as measured at fair vatue through profit or loss when the financial tiabitity is hetd for sate or
ctassified
as measured at fair vatue through profit or [oss.
A financial tiabi(ity is classified as hetd for sale if:

r it has been acquired primarity for a short-term repurchase; or
. initia[ recognition, it forms a part of the portfolio of certain financial instruments

managed jointty by the Company and has a reatistic possibitity of short-term profit making;
or

. it is a derivative instrument that is not intended or used as a hedging toot.

A financial tiabitity not hetd for trading purposes may be ctassified as measured at FVTPL at the
time
of recognition, if:

. such classification excludes or significantty reduces the measurement or recognition
mismatch that woutd otherwise have occurred; or
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. a financiat tiabitity forms a part of financial assets or financial liabitities or the group of assets
and tiabitities, which is managed and whose performance is evatuated on a fair vatue basis in
accordance with the Company's documented risk management or investment strategy, and
the grouping information is provided internatly on theses grounds; or

. lt is a part of the contract, that contains one or more of the embedded derivatives, and the
entire contract (assets or tiabitities) is classified as measured at FVTPL.

Financiat tiabitities measured at FVTPL are presented at fair vatue, and the gain or loss arising from
their remeasurement is recognized in profit or toss except for the change in the fair vatue from the
part attributabte to the credit risk, which is presented in other comprehensive income.

Other financial liabilities
Other financiat tiabitities are initiatty measured at fair vatue, less transaction costs.
Other financial tiabitities are subsequentty measured at amortized cost using the effective interest
method, recognizing the interest expense on the basis of efficiency.

Derecognition of financiol liobilities
The Company derecognizes a financiat tiabitity onty when the Company's obtigations are repaid,
canceted, or become void. When a financial tiabitity to the same [ender is reptaced by another
financial tiabitity (the terms of which substantiatty vary from the previous one), or there has been a
material change in the terms of the present tiability, such replacement or change is recognized as
derecognition of the original tiabitity and recognition of a new liabitity. The difference between the
carrying amount of the derecognized financia[ tiabitity and compensation paid and payable is
recognized in the statement of comprehensive income.

Shore capitol

Financial instruments issued by the Company are classified as equity onty to the extent that they do
not meet the definition of a financiat tiabitity or financia[ asset.
The Company's ordinary shares are ctassified as equity instruments.

Acqui red intangi ble assets

Externally acquired intangibte assets are initiatty recognized at cost and subsequentty amortised on
a straight-tine basis over their useful [ives.
Amortization is recognized in profit or loss.

lntangibles recognized by the Company and their usefut economic lives are as fottows:

lntangible asset Useful economic life

Computer software 10 years

Dividends

Dividends are recognized when they become tegatty payabte. ln the case of interim dividends to
equity sharehotders, this is when dectared by the directors. ln the case of final dividends, this is when
approved by the sharehotders at the AGM.

Deferred taxotion

Deferred tax assets and liabilities are recognized where the carrying amount of an asset or liability
in the,statement of financia[ position differs from its tax base, except for differences arising on:
- The initiat recognition of goodwitt,
- The initiat recognition of an asset or liabitity in a transaction which is not a business combination
and at the time of the transaction affects neither accounting or taxabte profit, and
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- lnvestments in subsidiaries and jointty controlted entities where the Company is abte to control the
timing of the reversal of the difference and it is probabte that the difference will not reverse in the
foreseeabte future.

Recognition of deferred tax assets is restricted to those instances where it is probabte that taxabte
profit witl be avaitabte against which the temporary difference can be utitized.
The amount of the deferred asset or tiabitity is determined using tax rates that are expected to appty
when the deferred tax tiabitities/ (assets) are settled / (recovered).
Deferred tax assets and tiabitities are offset when the Company has a legatty enforceabte right to
offset current tax assets and tiabitities and the deferred tax assets and tiabitities relate to taxes
(evied by the same tax authority.

Property and equipment

Items of property, plant and equipment are initially recognized at cost. As wett as the purchase price,
cost inctudes directty attributabte costs and the estimated present vatue of any future unavoidabte
costs of dismantting and removing items. The corresponding tiabitity is recognized within provisions.

Computer equipment - 100% per annum straight line
Office equipment - 12yo-100yo per annum straight tine
Other - 10-'100% per annum straight tine

lnventories

lnventories are initiatly recognized at cost, and subsequentty at the lower of cost and net reatizabte
value. Cost comprises alt costs of purchase, costs of conversion and other costs incurred in bringing
the inventories to their present location and condition.

The first in, first out (FIFO) method is used to determine the cost of atl ordinarity interchangeabte
inventories.

lmpairment of non-financfal ossets (excluding inventories ond deferred tax assets)

lmpairment tests on intangibte assets with indefinite usefuI economic lives are undertaken annuatty
at the financiat year ends. Other non-financial assets are subject to impairment tests whenever
events or changes in circumstances indicate that their carrying amount may not be recoverabte.
Where the carrying vatue of an asset exceeds its recoverabte amount (i.e. the higher of vatue in use
and net sates vatue), the asset is written down accordingty.
Where it is not possibte to estimate the recoverabte amount of an individual asset, the impairment
test is carried out on the smattest group of assets to which it belongs for which there are separatety
identifiabte cash ftows; its cash generating units ('CGUs').

lmpairment charges are included in profit or [oss, except to the extent they reverse gains previousty
recognized in other comprehensive income. An impairment loss recognized for goodwitl is not
reversed.

Provisions

Provisions are recognized when the Company has a present obligation (tegal or constructive) as a
result of a past event, it is probabte that the Company witt be required to settte the obtigation, and
a retiabte estimate can be made of the amount of the obtigation.
The amount recognized as a provision is the best estimate of the consideration required to settte the
presqnt obtigation at the end of the reporting period, taking into account the risks and uncertainties
surrounding the obtigation. When a provision is measured using the cash ftows estimated to settte the
present obtigation, its carrying amount is the present vatue of those cash ftows (where the effect of
the time vatue of money is material).
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when some or all of the economfc benefits required to settte a provision are expected to be recoveredfr91 a third party, a receivabte is recognized as an asset r t '[ rirtuutty certain that reimbursementwitt be received and the amount of the receivabte can ue meaiureo retiabty-

2f Events after the reporting date

on January 30, 2020, the Wortd Heatth organization ('lW!o"; announced a gtobat heatth emergencybecause of a new strain.of coronavirus ori-ginating in'wuhan, cnini titre ;c-ovro-is iiibieak,,) andthe risks to the international community ai ltre rir* spieiJr eid'irtv beyond its point of origin. tnMarch 2020, the wHo ctassified the coVlD-19 outbreak ut i pina"ric, bised on tn" ,ufid in.ruuruin exposure gtobatty.

The futt impact of the coVID'19 outbreak continues to evolve as of the date of this report. As such,it is uncertain as to the-futt magnitude that the pandemic wttt-have on the companys financialcondition, [iquidity, and futur.e. resqlts of operations. management is activety-moniibini ine gunar
situation on its financi.at 

1o1!.1ti91, liquidity, operations, cuitomers, industryr, and workfirce. Giventhe daily evotution of the covlD'l goutureal anb_tn"- grooairespontur to curb its spread, the companyis not abte to estimate the effects of the covlD-19-outbreak on iis resutts or operaiions, financiatcondition, or tiquidity for fiscal year 2020.

Loans to customers may be impacted by covlD-19 and, therefore, may be at risk of non-performance.Additionatly, particutar. borrowers m'av ne experiencing financial difficutty, in which case theCompany may work with those borrowers to attempt tolottect amounts due by restructuring thearrangement or offering concessions to the borrowers to mitigate expected losses. Loans to customersare measured for cotlectability through recognition of an aftowanie for credit tosses. provided thecompany has adopted lFRs 9, Financiat lnltruments, according to which expected iorru, ururecognized based on nislo1_cgt experience, current conditions, 
-and 

reasonaut,i unJ-rrpportabte
forecasts, the impacts of covlD-l9 may necessitate adiustmentitoinese estimates, pi.tiilarry tnuforecasts of expected [osses.

Ll'th.o.ueh the Company cannot estimate the Length or gravity of the impact of the covlD-19 outbreakat this time, if the pandemic continues, it maf have-a maieriai une.l on the company,i resutts offuture operations, financial position, and tiquidity in fiscal y"ui zoio.
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Annex A. Fair Value measurement disclosures

The fotlowing tabte sets out the valuation techniques used in the determination of fair vatues within
level 2 and 3 including the key unobservable inputs used and the relationship between unobservable
inputs to fair value.

Item Fair value
AMD'OOO

Valuation technique Fair value Significant

Loans and
borrowings
to customers 1,469,720

Receivabtes 4,284

Payables

Loans and
borrowings

3,237

996,502

The fair vatue of loans is
estimated by discounting
the future contractual cash
ftows at the current market
interest rates.
The carrying amount of
short term (tess than 12
months) receivables
batance approximates its
fair vatue.
The carrying amount of
short term ([ess than 12
months) payabte
approximates its fair vatues.
The fair vatue of loans is
estimated by discounting
the future contractual cash
ftows at the current market
interest rates.

hierarchy level unobservable

Levet 2 Discount rate of 12-27%

Level 3 N/A

Level 3 N/A

Level 2 Discount rate of 4%
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