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Independent auditor's report

To the Shareholders and Board of Directors of
"AMUNDI|-ACBA ASSET MANAGEMENT" CJSC

Opinion

We have audited the financial statements of "AMUNDI-ACBA ASSET MANAGEMENT" CJSC

(the Company), which comprise the statement of financial position as at 31 December 2019, and
the statement of comprehensive income, statement of changes in equity and statement of cash
flows for the year then ended, and notes to the financial statements, including a summary of
significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects,

the financial position of the Company as at 31 December 2019 and its financial performance and
its cash flows for the year then ended in accordance with International Financial Reporting
Standards (IFRSs).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs).

Our responsibilities under those standards are further described in the Auditor’s responsibilities
for the audit of the financial statements section of our report. We are independent of the
Company in accordance with the International Ethics Standards Board for Accountants’ Code of
Ethics for Professional Accountants (including International Independence Standards) (IESBA
Code), and we have fulfilled our other ethical responsibilities in accordance with the IESBA Code.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Responsibilities of management and the Board of Directors for the financial statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRSs, and for such internal control as management determines is necessary to
enable the preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company's
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless management either intends to liguidate
the Company or to cease operations, or has no realistic alternative but to do so.

The Board of Directors is responsible for overseeing the Company's financial reporting process.
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Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as

a whole are free from material misstatement, whether due to fraud or error, and to issue

an auditor's report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with ISAs will always detect

a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.

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

> Identify and assess the risks of material misstatement of the financial statements, whether
due 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 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 interna!l 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 control.

> Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

> Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Company's
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions 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.

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

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

Ernst & Young CJSC
Yerevan, Armenia

General Director
Partner (Assurance) - Eric Hayrapetyan

14 April 2020



“AMUNDI-ACBA ASSET MANAGEMENT" CJSC

Financial statements

Statement of financial position
As at 31 December 2019

Assets

Cash and cash equivaients

Amounts due from financial institutions
investments measured at FVOCI
Property, plant and equipment
Deferred tax asset

Other assets
Total assets

Liabilities
Current income tax liability

Cther liabilities
Total liabilities -

Equity

Share capitai

General reserve

Revaluation reserve of investment securities

Retained eamings
Total equity

Tetal eguity and liabilities

Jean Mazedjian
Executive Directo

2018 2018
Notes AMD'000 AMD'000

7 64,677 100,460
8 207,653 202,758
9 1,254 455 873,965
10 64,016 26,039
11 4,589 2,457
12 119,564 113,094
1,714,954 1,318,773
48,962 70,356
13 147,083 30,424
196,045 100,780
14 800,000 800,000

13,330 =
g 281,887 151,397
423,692 266,596
1,518,909 1,217,993
1,714,954 1,318,773

Misak Isajanyan
Chief Accountant

The accompanying noles on pages 5-25 form an integral parl of these financial statements

il



‘AMUNDI-ACBA ASSET MANAGEMENT" CJSC

Financial statements

Statement of comprehensive income
For the year ended 31 December 2019

Fee and commission income

Interest and similar income

Other income

Net loss from foreign currency transactions
Staff costs

Administrative and other expenses

Profit before income tax

Income tax expense
Profit for the year

Other comprehensive income

Items that will not be reclassified subsequenily to profit or loss
Unrealised gains on invesiments measured at FVOCI
Other comprehensive income for the year, net of tax

Total comprehensive income for the year

2019 2018
Notes AMD'000 AMD'000
15 1,135,608 816,476
19,715 13,393
86 -
(249) (307)
16 (79,239) (78,703)
17 (541,326) (363,034)
534,505 387,825
1 (110,903) (79,671)
423,692 308,154
130,490 27,908
130,490 27,008
554,182 336,062

The accompanying notes on pages 5-25 form an integral part of these financial statements.



“AMUNDI-ACBA ASSET MANAGEMENT" CJSC Financial statements

Statement of changes in equity
For the year ended 31 December 2019

Revaluation
reserve of
Share investment General Retained Total
capital securities reserve earnings equity
AMD'000 AMD'000 AMD'000 AMD'000 AMD'000

Balance as at 31 December 2017 800,000 123,489 - {41,032) 882,457
Impact of adopting IFRS 9 - = i (526) (526)
Restated opening balance under

IFRS 9 800,000 123,489 - (41,558) 881,931
Praofit for the year = = = 308,154 308,154
Other comprehensive income - 27,908 - - 27,908
Total comprehensive income

for the year - 27,908 - 308,154 336,062
Balance as at 31 December 2018 800,000 151,397 - 266,596 1,217,993
Profit for the year = = 423,692 423,692
Transfer to general reserve = = 13,330 (13,330) =
Other comprehensive income - 130,490 = = 130,490
Total comprehensive income

for the year - 130,490 13,330 410,362 554,182
Dividends to shareholders - - - {253,266) (253,266}
Balance as at 31 December 2019 800,000 281,887 13,330 423,692 1,518,909

The accompanying notes on pages 5-25 form an integral part of these financial statements.



‘AMUNDI-ACBA ASSET MANAGEMENT" CJSC

Financial stalements

Statement of cash flows
For the year ended 31 December 2019

2019 2018
Notes AMD’000 AMD'000

Cash flows from operating activities
Profit before income tax 534,595 387,825
Adjustmenis
Depreciation 17 29,146 4,096
Impairment of financial assets measured at amortised cost 17 931 119
Interest income (15,416} (1,911}
Interest expense 17 6,301 -
Net {loss)/gain from foreign currency translation differences 249 (307)
Cash flows from operating activities before changes

in operating assets and liabilities 555,806 389,822
Net (increase)/decrease in operating assels
Other assets {9,971) {31,754)
Net increase/(decrease) in operating liabilities
Other liabilities 70,536 (8,263)
Net cash flows from operating activities before income tax 616,371 349,805
Income tax paid {134,430) (21,902)
Net cash flows from operating activities 481,941 327,903
Cash flows from investing activities
Deposits placed in banks (420,000) (460,000)
Proceeds from deposits placed in banks 429 584 364,764
Purchase of investment at FVOCI (250,000) (240,000)
Purchase of property, plant and equipment - (1,822)
Net cash flows used in investing activities (240,416) (337,058)
Cash flows from financing activities
Dividends paid to the shareholders {253,266) =
Payment of principal portion of lease liability (16,333) =
Interest paid on lease liability {6,301) -
Net cash flows used in financing activities (275,900) -
Net decrease in cash and cash equivalents (34,375) {9,155)
Cash and cash equivalents at the beginning of the year 100,460 110,457
Effect of ECL on cash and cash equivalents 49 (123)
Effect of exchange rates changes on cash and cash equivalents (1,457) (719)
Cash and cash equivalents at the end of the year 7 64,677 100,460

The accompanying notes on pages 5-25 form an integral part of these financial statements.



“AMUNDI-ACBA ASSET MANAGEMENT” CJSC Notes to 2019 financial statements

Principal activities

*AMUNDI-ACBA ASSET MANAGEMENT" closed joint-stock company (the “Company™) was incorporated in 2013 and
is regulated by the legislation of the Republic of Armenia (*“RA"). The Company was registered on 19 November 2013
by the Central Bank of Armenia under license number 2.

The principal activity of the Company is the management of mandatory pension funds. Clauses regarding the obligation
to make mandatory paymenls according to the law on “Funded pensions” were effeclive from 1 January 2014,
consequently the main activity of the company started thereafter. Within the frames of mandatory funded pension
system the following three funds are under the management of the Company:

> “AMUNDI-ACBA ASSET MANAGEMENT" CJSC fixed income pension fund;
[ “AMUNDI-ACBA ASSET MANAGEMENT" CJSC conservative pension fund;
> "AMUNDI-ACBA ASSET MANAGEMENT" CJSC balanced pension fund.

The Company's main office is located in Yerevan. The registered office of the Company is located at
10 V. Sargsyan street, 100-101, Yerevan, RA.

Armenian business environment

Armenia continues economic reforms and development of its legal, tax and regulatory frameworks. The future stability
of the Armenian economy is largely dependent upon these reforms and developments and the effectiveness of
economic, financial and monetary measures undertaken by the government.

Management believes that it is taking appropriate measures to support the sustainability of the Company’s business in
the current circumstances.

Basis of preparation
Statement of compliance

The financial statements of the Company have been prepared in accordance with International Financial Reporting
Standards (“IFRS") as developed and published by the International Accounting Standards Board (“|IASB"), and
Interpretations issued by the International Financial Reporting Interpretations Committee (“IFRIC").

The Company prepares statements for regulatory purposes in accordance with legislative requirements of the RA.
These financial statements are based on the Company's books and records as adjusted and reclassified in order to
comply with IFRS.

Basis of measurement

The financial statements have been prepared on a fair value basis for financial assets and liabilities at fair value
through profit or loss and through other comprehensive income, except those for which a reliable measure of fair value
is not available. Other financial assets and liabilities, as well as non-financial assets and liabilities are stated at
historical cost.

Functional and presentation currency

Functional currency of the Company is the currency of the primary economic environment in which the Company
operates. The Company's functional currency and the Company's presentation currency is Armenian Drams ("AMD"),
since this currency best reflects the economic substance of the underlying events and transactions of the Company,
The financial statemenis are presented in thousands of AMD, which is not convertible outside Armenia.

Summary of accounting policies

Fund management

The Company manages assets held in investment funds on behalf of investors, The financial statements of these
structures are not included in these financial statements as the Company is acting as agent for the investors in the
funds.



“AMUNDI-ACBA ASSET MANAGEMENT" CJSC Notes to 2019 financial statements

Summary of accounting policies (continued)
Recognition of income and expenses

Revenue is recognised to the extent that it is prabable that the economic benefits will flow to the Company and
the revenue can be reliably measured. Expense is recognised to the extent that it is probable that the economic
benefits will flow from the Company and the expense can be reliably measured. The following specific criteria
must also be met before revenue is recognized:

Interest income and expense

Interest income and expense for all inlerest-bearing financial instruments, except for those classified as held for trading
or designaled at fair value through profit or loss, are recognised within ‘interest income’ and ‘interest expense’ in
the statement of profit or loss and other comprehensive income using the effective interest method.

Once the recorded value of a financial asset or a group of similar financial assels has been reduced due to an
impairment loss, interest income continues to be recognised using the original effective interest rate applied to the new
carrying amount.

Fund management fees

Income from Fund management is recognised as earned, based on the amount of revenue that the Company is enlilled
to receive for the period. Fund management fees are calculated based on the contraclual rates of fees applicable on
the net asset value of the managed funds.

Fee and cammission income

Fees, commissions and other income and expense ilems are generally recorded on an accrual basis when the service
has been provided.

Cash and cash equivalents

Cash and cash equivalents comprise balances on correspondent accounts with the RA commercial banks and short
term time deposits up to three months, which can be converied into cash at short notice.

Cash and cash equivalents are carried at amortised cost.
Foreign currency translation

Transactions in foreign currencies are initially recorded in the functional currency rate ruling at the date of the
transactions. Gains and losses resulting from the transiation of trading assets are recognised in the statement of profit
or loss and other comprehensive income in net trading income, while gains less losses resulting from translation of
non-trading assels are recognised in the statement of income in other income or other expense. Monetary assels and
liabilities denominated in foreign currencies are retranslated at the functional currency rate of exchange ruling at the
balance sheet dale.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the
exchange rates as the dates of the initial transactions. Non-monelary items measured at fair value in a foreign currency
are translated using the exchange rates at the date when the fair value was determined.

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

31 December 31 December
2019 2018
1 EUR/AMD 537.26 553.65

Taxation

income tax on the profit for the year comprises current and deferred tax. Income tax is recognised in the statement of
comprehensive income except to the extent that it relates to items recognised directly in equity, in which case the tax is
recognised in equity.



“AMUNDI-ACBA ASSET MANAGEMENT" CJSC Notes to 2019 financial statements

Summary of accounting policies (continued)
Taxation {continued)

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantially
enacted at the balance sheet date, and any adjustment to tax payable in respect of previous years. [n the case when
financial statements are authorised for issue before appropriate tax returns are submitted, taxable profils or losses are
based on estimates. Tax authorities might have mare stringent position in interpreting tax legislation and in reviewing
tax calculations. As a result tax authorities might claim additional taxes for those transactions, for which they did not
claim previously. As a result significant additional taxes, fines and penalties could arise. Tax review can include

3 calendar years immediately preceding the year of a review. In certain circumstances tax review can include even
more periods.

Deferred tax assets and liabilities are calculated in respect of temporary differences using the liability method. Deferred
income taxes are provided for all temporary differences arising between the tax bases of assets and liabilities and their
carrying values for financial reporting purposes, except where the deferred income tax arises from the initial recognition
of goodwill or of an asset or liability in a transaction that is not a business combination and, at the time of the
fransaction, affects neither the accounting profit nor taxable profit or loss.

A deferred tax asset is recorded only to the extent that it is probable thal taxable profit will be available against which
the deductible temporary differences can be utilised. Deferred tax assels and liabilities are measured at tax rates that
are expected to apply to the period when the asset is realised or the liability is settled, based on tax rates that have
been enacted or substantively enacted at the balance sheet date.

The RA also has various operating taxes, which are relevant for the Company’s activities. These taxes are included as
a component of other expenses in the statement of comprehensive income.

Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaclion
between market participants at the measurement date. The fair value measurement is based on the presumption that
the transaction to sell the asset or transfer the liability takes place either:

> In the principal markel for the asset or liability; or

> In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible by the Company. The fair value of an asset or a
liability is measured using the assumptions that market participants would use when pricing the asset or liability,
assuming that market participants act in their economic best interest. A fair value measurement of a non-financial asset
takes into account a market participant's ability to generate economic benefits by using the asset in its highest and best
use or by selling it to another markel participant that would use the asset in its highest and best use.

The Company uses valuation techniques that are appropriale in the circumstances and for which sufficient data are
available to measure fair value, maximising the use of relevant observable inputs and minimising the use of
unobservable inputs. All assets and liabilities for which fair value is measured or disclosed in the financial statements
are categorised within the fair value hierarchy, described as follows, based on the lowest level input that is significant to
the fair value measurement as a whole:

> Level 1 - quoted (unadjusted) market prices in active markets for identical assets or liahilities;

[ Level 2 - valuation techniques for which the lowest level input that is significant to the fair value measurement
is directly or indirectly observable;

> Level 3 — valuation techniques for which the lowest level input that is significant to the fair value measurement
is unobservable.

For assets and liabilities that are recognised in the financial statements on a recurring basis, the Company determines
whether transfers have occurred between Levels in the hierarchy by re-assessing categorisation (based on the lowest
level input that is significant to the fair value measurement as a whole) at the end of each reporting period.

Financial assets and liabilities

Initial recognition

All regular way purchases and sales of financial assets and liabilities are recognised on the trade date i.e. the date that
the Company commits ta purchase the asset or liability. Regular way purchases or sales are purchases or sales of

financial assets and liabilities that require delivery of assets and liabilities within the period generally established by
regulation or convention in the marketplace.



“AMUNDI-ACBA ASSET MANAGEMENT" CJSC Notes to 2019 financial statements

Summary of accounting policies {(continued)

Financial assets and liabilities {(continued)

Initial measurement

The classification of financial instruments at initial recognition depends on their contractual terms and the businass
model for managing the instruments. Financial instruments are initially measured at their fair value and, except in the

case of financial assets and financial liabilities recordad at FVPL, transaction costs are added to, or subtracted from,
this amount.

Measurement categories of financial assels and liabifities

The Company classifies all of its financial assets based on the business model for managing the assets and the assel’s
conlractual terms, measured at either:

> Amortised cost;
[ FvOCI;
> FVPL.

The Company classifies and measures its invesiment portfolio at FVOCI. The Company may designate financial
instruments at FVPL, if so doing eliminates or significantly reduces measurement or recognition inconsistencies.

Financial liabilities, ather than loan commitments and financial guarantees, are measured al amortised cost or at FVPL
when they are held for trading, are derivative instruments or the fair value designation is applied.

Amounts due from credit institutions

The Company only measures amounts due from credit instilutions and other financial investments al amortised cost if
both of the following conditions are met:

> The financial asset is held within a business model with the objective o hold financial assets in order to collect
contractual cash flows;

» The contractual lerms of the financial asset give rise on specified dates to cash flows that are solely payments
of principal and interest on the principal amount outstanding (SPPI).

The details of these conditions are outlined below.
Business model assessment

The Company determines its business model at the level that best reflects how it manages groups of financial assets to
achieve its business objective.

The business model assessment is based on reasonably expected scenarios without taking ‘worst case’ or 'stress
case' scenarios into account. If cash flows afler initial recognition are realised in a way that is different from the
Company's original expectations, the Company does not change the classification of the remaining financial assets
held in that business madel, but incorporates such information when assessing newly originated or newly purchased
financial assets going forward,

The SPP! test

As a second step of its classification process the Company assesses the contractual terms of financial asset to identify
whether they meet the SPPI test.

*Principal’ for the purpose of this test is defined as the fair value of the financial asset at initial recognition and may
change over lhe life of the financial asset (for example, if there are repaymenis of principal or amortisation of the
premium/discount).

The mast significant elements of interest within a lending arrangement are typically the consideration for the time value
of money and credit risk. To make the SPPI assessment, the Company applies judgement and considers relevant
factors such as the currency in which the financial asset is denominated, and the period for which tha interest rate is
set.

In contrast, contractual terms that introduce @ more than de minimis exposure to risks or volatility in the contractual
cash flows that are unrelated to a basic lending arrangement do not give rise to contraclual cash flows that are solely
payments of principal and interest on the amount outstanding. In such cases, the financial asset is required to be
measured at FVPL.



“AMUNDI-ACBA ASSET MANAGEMENT” CJSC Notes to 2019 financial statements

Summary of accounting policies (continued)
Financial assets and liahilities (continued)
Reclassification of financial assets and liabilities

The Company does not reclassify its financial assets subsequent to their initial recognition, apart from the exceptional
circumstances in which the Company changes the business model for managing financial assets. Financial liabilities
are never reclassified.

Impairment assessment under IFRS 9

The Company calculates ECL based on probability-weighted scenarios to measure the expected cash shortfalls,
discounted at an approximation to the EIR. A cash shorifall is the difference between the cash flows that are due to an
entity in accordance with the contract and the cash flows that the entity expects to receive. The mechanics of the ECL
calculations are outlined below and the key elements are as follows:

PD The Probability of Default is an estimale of the likelihood of default over a given time horizon.
A default may only happen at a certain time over the assessed period, if the facility has not been
previously derecognised and is still in the porifalio.

EAD The Exposure at Defaull is an estimate of the exposure at a future default date, taking into account
expected changes in the exposure afler the reporting date, including repayments of principal and
interest, whether scheduled by contract or otherwise, expacled drawdowns on committed facilities,
and accrued interest from missed payments.

LGD The Loss Given Default is an estimale of the loss arising in the case where a default occurs at
a given time. It is based on the difference between the contraclual cash flows due and those that
the lender would expect to receive, including from the realisation of any collateral. It is usually
expressed as a percentage of the EAD.

The ECL allowance is based on the credit losses expected to arise over the life of the asset (the lifelime expected
credit loss or LTECL), unless there has been no significant increase in credit risk since origination, in which case,
the allowance is based on the 12 months’ expected credit loss (12mECL).

The Company applies ratings for counterparties, issued by International external rating agencies.

The Company perfarms an assessment, at the end of each reporling period, of whether a financial instrument’s credit
risk has increased significantly since initial recognition, by considering the change in the risk of default occurring over
the remaining life of the financial instrument.

Based on the above process, the Company groups its assets into Stage 1, Stage 2, Stage 3 and POCI, as described
below:

Stage 1: When assels are first recognised, the Company recognises an allowance based on 12mECL.
Stage 1 assels also include facilities where the credit risk has improved and the assets has been
reclassified from Stage 2.

Slage 2; When an assets has shown a significant increase in credit risk since origination, the Company
records an allowance for the LTECL. Stage 2 loans also include facilities, where the credit risk has
improved and the assets has been reclassified from Stage 3.

Stage 3: Assets considered credit-impaired. The Company records an allowance for the LTECL,

POCI: Purchased or originated credit impaired (POCI) assets are financial assets that are credit impaired
on initial recognition. POCI assets are recorded at fair value at original recognition and interest
revenue is subsequently recognised based on a credit-adjusted EIR. ECL are only recognised or
released to the extent that there is a subsequent change in the lifetime expected credit losses.

The Company considers a financial instrument defaulted and therefore Stage 3 (credit-impaired) for ECL calculations
in all cases when the borrower becomes 90 days past due on its contractual payments. The Company considers
amounts due from banks defaulled and takes immediale action when the required intraday payments are not settled by
the close of business as outlined in the individual agreements,



“AMUNDI-ACBA ASSET MANAGEMENT" CJSC Notes to 2019 financial statements

Summary of accounting policies (continued)
Derecognition of financial assets and liabilities
Financial assels

A financial asset {or, where applicable a part of a financial asset or part of a group of similar financial assets) is
derecognized where:

> The rights to receive cash flows from the asset have expired,

> The Company has transferred its rights to receive cash flows from the asset, or retained the right to receive
cash flows from the asset, but has assumed an obligation to pay them in full without material delay to a
third party under a ‘pass-through’ arrangement; and

> The Company either (a) has transferred substantially all the risks and rewards of the asset; or {b) has neither
transferred nor retained substantially all the risks and rewards of the asset, but has transferred control of the
asset.

Financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.

Where an existing financial liability is replaced by another from the same lender on substantially different terms, or the
terms of an exisling liability are substantially modified, such an exchange or modification is trealed as a derecognition
of the original liability and the recognition of a new liability, and the difference in the respective carrying amounts is
recognised in the statement of comprehensive income,

Property, plant and equipment

Property, plant and equipment (“PPE"} are recarded at historical cost less accumulated depreciation, If the recoverable
value of PPE is lower than its carrying amount, due to circumstances not considered to be temporary, the respective
asset is written down o its recoverable value.

Depreciation is calculated using the straight-line method based on the eslimated useful life of the asset. Useful lives of
the assets were changed in 2017, in order to provide more fair presentation of PPE. The following depreciation rales
have been applied during the current period:

Useful life (years)
2019 2018

Computers 5.0 5.0
Vehicles 50 5.0
Leasehold improvements Shorter of useful life Shorter of useful life
and the term of and the term of
underlying lease underlying lease

Office equipment and other fixed assets 5.0

Leasehold improvements are capitalised and depreciated over the shorter of the lease term and their useful lives on a
straight-line basis.

Repairs and maintenance are charged to the statement of comprehensive income during the period in which they are
incurred. The cost of major renovations is included in the carrying amount of the asset when it is incurred and when it
salisfies the criteria for asset recognition. Major renovations are depreciated over the remaining useful life of the related
asset.

Share capital

Share capital

Ordinary shares are classified as equity. External costs direclly attributable to the issue of new shares, other than on
a business combination, are shown as a deduction from the proceeds in equity. Any excess of the fair value of

consideration received over the par value of shares issued is recognised as additional paid-in capital.

Dividends
Dividends are recognised as a liability and deducted from equity at the balance sheet date only if they are declared

before or on the balance sheet date. Dividends are disclosed when they are proposed before the balance sheet dale or
proposed or declared after the balance sheet date but before the financial statements are authorised for issue.
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“AMUNDI-ACBA ASSET MANAGEMENT" CJSC Notes to 2019 financial statements

Summary of accounting policies {continued)
Offsetting

Financial assets and liabilities, and income and expenses, are offset and the net amount reported in the financial
statements sheet when there is a legally enforceable right to set off the recognised amounts and there is an inlention to
settle on a net basis, or realize the asset and setile the liability simultaneously.

Income and expenses are presented on a net basis only when permitied under IFRS, or for gains and losses arising
from a group of similar transactions such as in the Company’s trading aclivity.

Related party transactions

The Company recognises related party transactions, for which the applicable standards do not require initial
measurement at fair value, at the actual consideration stated in any agreement related to the transaction.

Changes in accounting policies
New and amended standards and interpretations

The Company applied for the first time certain amendments to the standards, which are effective for annual periods
beginning on or after 1 January 2019. The Company has not early adopted any standards, inlerprelations or
amendments that have been issued but are not yet effective. The nature and the impact of each amendment is
described below:

IFRS 16 Leases

IFRS 16 supersedes |AS 17 Leases, IFRIC 4 Determining whether an Arrangemen! Contains a Lease,

SIC 15 Operating Leases - Incentives and SIC-27 Evaluating the Substance of Transactions Involving the Legal Form
of a Lease. The standard sets aut the principles for the recognition, measurement, presentation and disclosure of
leases and requires lessees to account for most leases under a single on-balance sheet model.

The Company adopted IFRS 16 using the modified retrospective method of adoption with the date of inilial application
of 1 January 2019. Under this method, the standard is applied retrospectively with the cumulative effect of initially
applying the standard recognised at the date of initial application. The Company elected to use the transition practical
expedient allowing the standard to be applied only to contracis that were previously identified as leases applying

IAS 17 and IFRIC 4 at the date of initial application. The Company also elected to use the recognition exemptions for
lease contracts that, at the commencement date, have a lease term of 12 months or less and do not contain a
purchase oplion ('shori-term leases’), and lease contracts for which the underlying asset is of low value (‘low-value
assets’).

The effect of adoption IFRS 16 as at 1 January 2019 is as follows:

AMD'000
Assets
Property and equipment 56,265
Total assets 56,265
Liabllities
Other liabilities 56,265
Total liabilities 56,265

(a) Nature of the effect of adoption of IFRS 16

The Company has lease contracts for various items of properly and equipment. Before the adoption of IFRS 186,

the Company classified each of its leases (as lessee) at the inception date as either a finance lease or an operating
lease. A lease was classified as a finance lease if it transferred substantially all of the risks and rewards incidental to
ownership of the leased asset to the Company, otherwise it was classified as an operating lease.

Upon adoption of IFRS 16, the Company applied a single recognition and measurement approach for all leases, except
for short-term leases and leases of low-value assets. The standard provides specific transition requirements and
practical expedients, which has been applied by the Company.

The Company recognised right-of-use assets and lease liabilities for those leases previously classified as operating
leases, except for shori-term leases. The right-of-use asset was recognized based on the amount equal to the lease
liability, adjusted for any related prepaid and accrued lease payments previously recognized. Lease liabilities were
recognised based on the present value of the remaining lease payments, discounted using the incremental borrowing
rate at the date of initial application.
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“AMUNDI-ACBA ASSET MANAGEMENT" CJSC Notes to 2019 financial statements

Changes in accounting policies (continued)
New and amended standards and interpretations {continued)
(b}  Summary of new accounting policies

Setl out below are the new accounting policies of the Company upon adoption of IFRS 16, which have been applied
from the date of initial application:

i Company as a lessee

The Company applies a single recognition and measurement approach for all leases, except for shori-term leases and
leases of low-value assets. The Company recognises lease liabilities to make lease payments and right-of-use assels
representing the right to use the underlying assels.

Right-of-use assels

The Company recognises right-of-use assets at the commencement date of the lease (j.e., the date the underlying
asset is available for use). Right-of-use assets are measured at cost, less any accumulated deprecialion and
impairment losses, and adjusted for any remeasurement of lease liabilities. The cost of right-of-use assets includes
the amount of lease liabilities recognised, initial direct costs incurred, and lease payments made at or before

the commencement date fess any lease incentives received. Unless the Caompany is reasonably certain to obtain
ownership of the leased asset at the end of the lease term, the recognised right-of-use assets are depreciated on

a slraight-line basis over the shorter of ils estimated useful life and the lease term. Right-of-use assels are subject to
impairment.

Lease liabilities

At the commencement dale of the lease, the Company recognises lease liabilities measured at the present value of
lease payments o be made over the lease term. The lease payments include fixed payments (including in-substance
fixed payments) less any lease incentives receivable, variable lease payments that depend on an index or a rale, and
amounts expecled to be paid under residual value guaraniees. The lease payments also include the exercise price of
a purchase option reasonably certain to be exercised by the Company and payments of penalties for terminating

a lease, if the lease term reflects the Company exercising the option to terminate. The variable lease payments that do
not depend on an index or a rate are recognised as expense in the period on which the event or condition that triggers
the payment occurs.

In calculating the present value of lease payments, the Company uses the incremental borrowing rate at the lease
commencement date if the interest rate implicit in the lease is not readily determinable. After the commencement date,
the amount of lease liabilities is increased to reflect the accretion of interest and reduced for the lease payments made.
In addition, the carrying amount of lease liabilities is remeasured if there is a modification, a change in the lease term,
a change in the in-substance fixed lease payments or a change in the assessment to purchase the underlying asset.

Short-term leases

The Company applies the short-term lease recognition exemption to its short-term leases (i.e., those leases that have a
lease term of 12 months or less from the commencement date and do not contain a purchase option). Lease payments
on short-lerm leases are recognised as expense on a straight-line basis over the lease lerm.

Sigpificant judgement in determining the lease term of contracts with renewal options

The Company delermines the lease term as the non-canceilable term of the lease, together with any periods covered
by an option to extend the lease if it is reasonably certain to be exercised, or any periods coverad by an option to
terminale the lease, if it is reasonably certain not lo be exercised.

Setl out below, are the carrying amounts of the Company's right-of-use assets and lease liabilities and the movements
during the period:

Right-of-use assets

Buildings Lease liability
AMD'000 AMD'000
As at 1 January 2019 56,265 56,265
Additions 10,825 10,825
Depreciation expense {18,750) =
Interest expense = 6,301
Payments - (22,634)
As at 31 December 2019 48,340 50,757
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“AMUNDI-ACBA ASSET MANAGEMENT" CJSC Notes to 2019 financial stalements

Changes in accounting policies {continued)
New and amended standards and interpretations (continued)

The Company recognised rent expense from short-term leases of AMD 4,345 thousand for the year ended
31 December 2019.

The weighted average incremental borrowing rate applied to lease liability recognized at the date of initial application is
12.6%.

Annual improvements 2015-2017 cycle
IAS 12 Income Taxes

The amendments clarify that the income tax consequences of dividends are linked more directly to past transactions or
evenis that generated distributable profits than to distributions to owners. Therefore, an entity recognises the income
tax consequences of dividends in profit or lass, other comprehensive income or equity according to where it originally
recognised those past transactions or events.

An entity applies the amendments for annual reporting periods beginning on or after 1 January 2019, with early
application permitted. When the entity first applies those amendments, it applies them to the income tax consequences
of dividends recognised on or after the beginning of the earliest comparative period.

Since the Company's current practice is in line with these amendments, they had no impact on the financial statements
of the Company.

Standards issued but not yet effective

The new and amended standards and interpretations that are issued, bul not yet effective, up to the date of issuance of
the Company'’s financial statements are disclosed below. The Company intends to adopt these new and amended
standards and interpretations, if applicable, when they become effective.

Amendments to IAS 1 and IAS 8: Definilion of Malterial

In Oclober 2018, the JASB issued amendments to |AS 1 Presentation of Financial Statements and |1AS 8 Accounting
Policies, Changes in Accounting Estimates and Errors to align the definition of ‘material’ across the standards and

to clarify certain aspects of the definition. The new definition states that, 'Information is material if omitting, misstating or
obscuring it could reasonably be expected to infiuence decisions that the primary users of general purpose financial
statements make on the basis of those financial statements, which provide financial information about a specific
reporting entity.’

The amendments to the definition of material is not expected to have a significant impact on the Company's financial
slatements.

Significant accounting judgments and estimates

The preparation of financial statements in conformity with IFRS requires management to make judgments, eslimates
and assumptions that affect the application of policies and the reported amounts of assets and liabilities, income and
expense. The estimates and associated assumptions are based on historical experience and various other factors that
are believed to be reasonable under the circumstances, the results of which form the basis of making the judgements
about carrying values of assels and liabilities thal are not readily apparent from other sources. Although these
estimates are based on management's best knowledge of current events and actions, actual results ultimately may
differ from these estimates.

The most significant areas of judgements and eslimates with regards to these financial statements are presented
below:

Fair value measurement

Management uses valuation techniques to determine the fair value of financial instruments (where active market
guotes are not available) and non-financial assets. This involves developing estimates and assumptions consistent with
how market participants would price the instrument. Management bases its assumptions on observable data as far as
possible but this is not always available. In that case management uses the best information available. Estimated fair
values may vary from the actual prices that would be achieved in an arm’s length transaclion at the reporting date

(see Note 20).
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“AMUNDI-ACBA ASSET MANAGEMENT” CJSC Notes to 2019 financial statements

Significant accounting judgments and estimates (continued)
Related party transactions

In the normal course of business the Company enters into transactions with its related parties. These Iransactions are
priced predominantly at market rates. Judgement is applied in determining if transaclions are priced at market or
non-market interest rates, where there is no active market for such transactions. The basis for judgement is pricing for
similar types of transactions with unrelated parties and effective interest rate analysis. Related party transaclions are
presented in Note 19,

Leases — estimating the incremental borrowing rate

The Company cannot readily determine the interest rate implicit in the lease, therefore, it uses its incremental
borrowing rate (IBR) to measure lease liabilities. The IBR is the rale of interest that the Company would have to pay to
borrow over a similar term, and with a similar security, the funds necessary to obtain an asset of a similar value to the
right-of-use asset in a similar economic environment. The IBR therefore reflects what the Company ‘would have to
pay’, which requires estimation when no observable rates are available (such as for subsidiaries that do not enter into
financing transactions) or when they need to be adjusted to reflect the terms and condilions of the lease.

The Company estimates the IBR using observable inputs (such as market inleresl rates) when available and is

required to make certain entity-specific estimates (such as the subsidiary's stand-alone credit rating). More delails are
provided in Note 5.

Cash and cash equivalents

2019 2018
AMD’'000 AMD'000
Bank accounts 64,751 100,583
Less — allowance for impairment (74) (123)
Total cash and cash equivalents 64,677 100,460

Cash and cash equivalenis are held at financial institution with rating B1 as at 31 December 2019 (2018: B1). All
balances of cash equivalents are allocated to Stage 1. An analysis of changes in the ECL allowances during 2018 and
2019 is, as follows:

AMD'000
ECL allowance as at 1 January 2019 123
Changes in ECL (49)
At 31 December 2019 74
ECL allowance as at 1 January 2018 210
Changes in ECL {87)
At 31 December 2018 123
Amounts due from financial institutions
2019 2018

AMD'000 AMD'000
Deposits in banks 209,025 203,193
Less — allowance for impairment (1.372) (435)
Total amounts due from financial institutions 207,653 202,758

Amounts due from financial institutions are held at financial institution with rating B1 as at 31 December 2019
(2018: B1).
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‘“AMUNDI-ACBA ASSET MANAGEMENT” CJSC Notes to 2019 financial statemenis

Amounts due from financial institutions (continued)

All balances of amounts due from financial institutions are allocated to Stage 1. An analysis of changes in
the ECL allowances during 2019 and 2018 is, as follows:

AMD’000
ECL allowance as at 1 January 2019 435
Changes in ECL 937
At 31 December 2019 1,372
ECL allowance as at 1 January 2018 254
Changes in ECL 181
At 31 December 2018 435
Investments measured at FVOCI
2019 2018

AMD'000 AMD'000
Investments in pension funds
AMUNDI-ACBA Conservative 1,160,327 789,016
AMUNDI-ACBA Balanced 49,438 44,170
AMUNDI-ACBA Fixed Income 44,690 40,779
Total investments 1,254,455 873,965

Each of these funds is a pension fund that has been legally established and conducts its trading aclivities in RA,
The funds invest for the purpose of long-term capital growth and do not employ significant leverage. None of the funds
are quoted in active markets.

The aggregate net asset value (NAV) of all of the funds managed by the Company as at 31 December 2019 is
AMD 127,485,168 thousand (2018: AMD 79,767,661 thousand).

According to RA appropriate legislation the Company is required to maintain a minimum level of investment of 1% in
each of the funds that it manages, which cannot be redeemed prior to their termination and dissolution. The Company's
maximum exposure to losses related to the funds is represenied by the tolal of its investment in fund units and
amounts due from funds.

The Company accumulaled unrealized gains/{losses) reserve in the amount of AMD 281,887 thousand for those
investments as at 31 December 2019 (2018: AMD 151,397 thousand).
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“AMUNDI-ACBA ASSET MANAGEMENT" CJSC

Notes to 2019 financial statements

Property, plant and equipment

Office
Leasehold equipment
improve- Motor and other Right-of-use

AMD'000 ments Computers vehicles  fixed assets asset Total
Cost
Balance at 1 January 2018 27,734 589 13,523 22,597 = 64,363
Additions - - - 1,821 - 1,821
Balance at 31 December

2018 27,734 589 13,523 24,338 - 66,184
Impact of adepting IFRS 16 - - - - 56,265 56,265
Balance at 1 January 2019 27,734 589 13,523 24,338 56,265 122,449
Additions = = = 61 10,825 10,886
Disposals/write-offs - - - (108) - {108)
Balance at 31 December

2019 27,734 589 13,523 24,291 67,090 133,227
Accumulated depreciation
Balance at 1 January 2018 6,971 589 12,319 16,170 = 36,049
Charge for the year 2,080 = 283 1,733 - 4,096
Balance at 31 December

2018 9,051 589 12,602 17,903 - 40,145
Charge for the year 5,608 = 283 4,505 18,750 29,146
Accrual on disposals - - - (80) - {80)
Balance at 31 December

2019 14,659 589 12,885 22,328 18,750 69,211
Carrying amount
At 31 December 2018 18,683 = 921 6,435 - 26,039
At 31 December 2019 13,075 - 638 1,963 48,340 64,016
Taxation

2019 2018
AMD'000 AMD'000

Current tax charge (113,035) (80,090)
Deferred tax benefit 2,132 419
Income tax expense {110,903) (79.671)

The corporate income tax within the Republic of Anmenia is levied at the rate of 20% (2018: 20%). Differences between
IFRS and RA statutory tax regulations give rise to certain temporary differences between the carrying value of certain
assets and liabiliies for financial reporting purposes and for profit tax purposes. Deferred income tax is calculaled

using the principal tax rate of 20%.

Numerical recanciliation between the tax benefit and accounting loss is provided below:

2019 2018
AMD’000 AMD'000

Profit before tax 534,595 387,825
Income tax at the rate of 20% {106,919) {77,565)
Non-deductible expenses (3,365) {2,536)
Foreign exchange {loss)/gain (107) 30
Changes in tax base of properly, plant and equipment due to

tax legislation changes = 400
Effect of changes in income tax rale (512) -
Total income tax expense (110,903) (79,671)
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“AMUNDI-ACBA ASSET MANAGEMENT" CJSC

Notes to 2019 financial statements

Taxation (continued)

Deferred tax assets and liabilities as of 31 December and their movements for the respective years comprise:

Property, plant and equipment

Cash and cash equivalents
Other assets
Other liabilities

Amounts due from financial institutions

Total deferred tax assets

Property, plant and equipment

Cash and cash equivalents

Other assets

Other liabilities

Amounts due from financial
institutions

Total deferred tax assets

Other assets

Fund management fee receivables

Other receivables

Less — allowance for impairment of other financial assets
Total other financial assets

Prepayments
Other non-financial assets

Total other non-financial assets

Total other assets

Recognizaed in

2018 profit or loss 2019
AMD'000 AMD’'000 AMD’000
539 (7.663) (7,124)
25 {12} 13
17 6 23
1,789 9,641 11,430
87 160 247
2,457 2,132 4,589
Recognizedin  Effect of adoption
2017 profit or loss of IFRS 9 2018
AMD’'600 AMD’'000 AMD'000 AMD’'000
400 139 = 539
= (17) 42 25
- 5 12 17
1,637 152 = 1,789
1 35 51 87
2,038 314 105 2,457
2019 2018
AMD'000 AMD'000
114,062 68,610
= 39,731
(130) (87}
113,932 108,254
4,042 3,139
1,590 1,701
5,632 4,840
119,564 113,094

All other assels are allocated to Stage 1. An analysis of changes in the ECL allowances during 2019 and 2018 is, as

follows:

ECL allowance as at 1 January 2019

Changes in ECL
At 31 December 2019

ECL allowance as at 1 January 2018

Changes in ECL
At 31 December 2018

AMD'000

87
43

130

62
25

87
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Notes to 2019 financial statements

Other liabilities

Accounts payable
Total other financial liabilities

Salary payable and other non-financial liabilities
Total other non-financial liabilities

Equity

As of 31 December 2019 and 2018 the Company's registered and paid-in share capital amounted to

2019 2018
AMD'000 AMD’000
136,448 24,519
136,448 24,519
10,635 5,905
10,635 5,905
147,083 30,424

AMD 800,000 thousand. In accordance with the Company's statues the share capital consists of 2,500 ordinary shares,

all of which have par value of AMD 320,000.

The shareholders of the Company as of 31 December 2019 and 31 December 2018 are as follows:

“AMUNDI ASSET MANAGEMENT” joint stack company (France)
“ACBA-CREDIT AGRICOLE BANK" CJSC (Armenia)

Fee and commission income

Fund management fees
Other fees and commissions

Total fee and commission income

Staff costs

Compensations of employees
Other staff cosls

Total staff costs

Paid-in share % of total
capital pald-in
AMD’000 capital
408,000 51%
392,000 49%
800,000 100%
2019 2018
AMD’000 AMD'000
1,123,954 712,960
11,654 103,516
1,135,608 816,476
2019 2018
AMD'000 AMD'000
67,386 72,610
11,853 6,093
79,239 78,703
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Administrative and other expenses

2018 2018
AMD’000 AMD'000

Custody fee 152,875 96,923
Investment management delegation fee 85,455 55,084
Labor outsourcing 73,690 72,008
Fund administration and accounting expenses 43,500 33,046
Technical program processing fee 41,308 17,527
Depreciation expenses 29,146 4,096
Representative and advertising expenses 25,562 8,213
Communications 15,678 15,990
Professional services 14,880 5,000
Taxes, other than income fax, duties 12,160 5,250
Charity 7,220 =

Operating lease 6,478 30,281
Interest expense 6,301 =

Business trip expenses 6,069 5,643
Fixed assets maintenance 5,290 4,526
Insurance 3,939 3,888
Credit loss expense and other impairment and provisions (Notes 7, 8, 12} 931 119

Other expenses 10,844 5,440
Total other expenses 341,326 363,034

Commitments and contingencies
Tax and legal matters

The taxation system in Armenia is relatively new and is characterised by frequent changes in legislation, official
pronouncements and court decisions, which are sometimes unclear, contradictory and subject to varying interpretation.
Taxes are subject to review and invesligation by tax authorities, which have the authority to impose fines and penalties.
In the event of a breach of tax legislation, no liabilities for additional taxes, fines or penalties may be imposed by tax
authorities once three years have elapsed from the date of the breach.

These circumstances may create lax risks in Armenia that are more significant than in other countries. Management
believes that it has provided adequately for tax liabilities based on its interpretations of applicable Armenian tax
legislation, official pronouncements and court decisions. However, the interpretations of the relevant authorities could
differ and the effect on these financial statements, if the authorities were successful in enforcing their interpretations,
could be significant.

Management believes that the Company has complied with all regulations and has completely settled all its tax
liabilities.

As of 31 December 2019 and 2018 there were no legal actions and complaints taken against the Company. Therefore,
the Company has not made any respective provision related to such tax and lagal matters.

Transactions with related parties

In accordance with |IAS 24 Related Parly Disclosures, parties are considered to be related if one party has ability to
control the other party or exercise significant influence over the other party in making financial or operational decisions.
For the purpose of the present financial statements, related parties include shareholders, members of Company's

Management as well as olher persons and enterprises related with and controlled by them respectively.

The parent of the Company is "AMUNDI ASSET MANAGEMENT" joint stock company (France). The ultimate
controlling party of the Company is SAS RUE LA BOETIE.

A number of iransactions are entered into with related parties in the normal course of business.
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“AMUNDI-ACBA ASSET MANAGEMENT" CUSC Notes to 2019 financial statements

Transactions with related parties (continued)

The volumes of related party transactions, outstanding balances al the year end, and related expense and income for
the period are as follows:

2019 2018
AMD’000 AMD'000
Other related Other related
Parent parties Parent parties

Statement of financial position
Cash and cash equivalents
At 1 January - 100,460 = 110,457
Increase = 1,827,093 = 1,339,141
Decrease o (1,862,876) = (1,349,138)
At 31 December - 64,677 - 100,460
Amounts due from financial institutions
At 1 January = 202,758 = 106,045
Increase = 435416 = 460,000
Decrease o (430,521) - (363,287)
At 31 December - 207,653 o 202,758
Statement of comprehensive income
Interest and similar income = 19,715 = 13,393
Fee and commission income 11,654 = 103,516 =
Net gain/(loss) on foreign currency transactions 631 = (627) =
Labor outsourcing (73,680) - (72,008) S
Administrative and other expenses {132,132) (12,084) {73,751) {1,476)

During the year ended 31 December 2019 the Company placed time deposits with annual interesl rale ranging from
6.9-8.9% (2018: 3.9-6.9%).

Compensation of key management personnel was comprised of the following:

2019 2018
AMD’'000 AMD'000
Salary and other related payments 41,207 38,595
Other compensations 2,851 1,926
Total key management compensation 44,058 40,521

Fair value of financial instruments

Financial and non-financial assels and liabililies measured at fair value in the statement of financial position are
presented below. This hierarchy groups financial and non-financial assets and liabilities into three levels based on

the significance of inputs used in measuring the fair value of the financial assets and liabilities. The fair value hierarchy
has the following levels:

> Level 1: quoted prices {unadjusted) in active markets for identical assets or liabilities.

> Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset and liability,
either directly (i.e. as prices) or indirectly (i.e. derived from prices).

> Level 3: inputs for the assel or liability that are not based on observable market data (unobservable inputs).
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“AMUNDI-ACBA ASSET MANAGEMENT" CJSC Notes to 2019 financial statements

Fair value of financial instruments (continued)
Financial instruments that are not measured at fair value

The table below presents the fair value of financial assets and liabilities not measured at their fair value in the
statement of financial pasition and analyses them by the level in the fair value hierarchy into which teach fair value
measurement is categorised.

Total

Total carrying
AMD’000 Level 2 fair value amount
At 31 December 2019
Financtal assets
Cash and cash equivalents 64,677 64,677 64,677
Amounts due from financial institutions 200,880 200,890 207,653
Other financial assets 113,932 113,932 113,932
Financial liabilities
Other financial liabilities 136,448 136,448 136,448

Total

Total carrying
AMD’000 Level 2 fair value amount
At 31 December 2018
Financial assets
Cash and cash equivalents 100,460 100,460 100,460
Amounts due from financial institutions 202,758 202,758 202,758
Other financial assets 108,254 108,254 108,254
Financial liabilities
Other financial liabilities 24,519 24,519 24,519

For assets and liabifities maturing within one year, the carrying amount approximates fair value due io the relalively
short-term maturity of these financial instruments. For the assets and liabilities maturing in over one year the fair value
was estimated as the present value of estimated future cash flows discounted at the appropriate year-end market rates,
which are mainly the same as current interest rates.

Financial instruments that are measured at fair value

AMD’'000 Level 2 Total

At 31 December 2019

Financial assets

Investments measured at FVYOCI 1,254,455 1,254,455
AMD’000 Level 2 Total

At 31 December 2018

Financial assets

Investments measurad at FVOCI 873,965 873,965

Investments

For investments measured at FVOCI that are not traded on an active market, the fair value was estimated based on the
net asset value (NAV) of pension funds.
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Maturity analysis of assets and liabilities

The table below shows an analysis of assets and liabilities analysed according to when they are expected to be

recovered or settled.

Demand and Subtotal Subtotal
fess than From1to From3to fess than  More than over

AMD'000 1 month 3 months 12 months 12 months 1 year 12 months Total
At 31 December 2019
Assets
Cash and cash equivalents 64,677 = = 64,677 o = 64,677
Amounts due from financiat

institutions = 105,610 102,043 207,653 = = 207,653
Investments at FvOCI = = = - 1,254 455 1,254,455 1,254,455
Property, plant and equipment = = - = 64,016 64,016 64,016
Deferred tax asset - S S - 4,589 4,589 4,589
Other assets 1" 3.932 5,632 - 119,564 - - 119.554
Total assets 178,609 111,242 102,043 391,894 1,323,060 1,323,060 1,714,954
tiabilities
Current income tax liability = = 48,962 48,962 = = 48,962
Other liabilities 24,442 9,580 30,387 64,409 82,674 82,674 147,083
Total liabilities 24,442 9,580 79,349 113,371 B2,674 82,674 196,045
Net position 154,167 101,662 22,694 278,523 1,240,386 1,240,386 1,518,909
Accumulated gap 154,167 255,829 278,523 1,518,909

Demand and Subtotal Subtotal
less than From1fo From3to fess than  More than over

AMD'000 1 month 3months 12 months 12 months 1 year 12 months Total
At 31 December 2018
Assets
Cash and cash equivalents 100,460 = = 100,460 = = 100,460
Amounts due from financial

institutions = 102,428 100,330 202,758 = - 202,758
Investments at FVOCI = = = - 873,965 873,965 873,965
Property, plant and equipment = = = = 26,039 26,039 26,039
Deaferred tax asset - - = - 2457 2,457 2,457
Other assets 93,825 4,841 14,428 113,094 - - 113,094
Total assets 194,285 107,269 114,758 416,312 902,461 902,461 1,318,773
Liabilities
Current income tax liability - - 70,356 70,356 - - 70,356
Other liabilities 15,542 8,489 415 24,446 5,978 5,978 30,424
Total liabilities 15,542 8,489 70,771 94,802 5,978 5,978 100,780
Net position 178,743 98,780 43,987 321,510 896,483 896,483 1,217,993

178,743 277,523 321,510

Accumulated gap

Risk management

1,217,983

Taking risk is core to the financial business, and the operational risks are an inevitable consequence of being in
business. The Company's aim is therefore to achieve an appropriale balance between risk and return and minimise
polential adverse effects on the Company’s financial performance.

The Company's risk management policies are designed to identify and analyse these risks, {o set appropriate risk limits
and controls, and to monitor the risks and adherence to limits by means of reliable and up-to-date information systems.

The Company regularly reviews its risk management policies and systems to reflect changes in markets, products and

emerging best practice.

The most important types of risk are credit risk, liquidity risk, market risk and other operational risk. Market risk includes
currency risk, interest rate and other price risks.
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Risk management (continued)
Credit risk

The Company takes on exposure to credit risk, which is the risk that counterparty will cause a financial loss for
the Company by failing to discharge an obligation.

The Company calculates ECL allowance based on the credit losses expeacted to anise over the life of the asset.

Market risk

Market risk is the risk that the fair value or future cash flows of financial instruments will fluctuate due to changes in
market variables such as interest rates and foreign exchange rates. The Company classifies exposures to market risk
into either trading or non-trading portfalios.

Interest rate risk

Interest rate risk arises from the possibility that changes in interest rates will affect future cash flows or the fair values of

financial instruments. As of 31 December 2019 and 2018 the Company had no financial assets and liabilities with
variable interest rates.

Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates.
Positions are monitored on a daily basis.

The tables below indicate the currencies io which the Company had significant exposure at 31 December 2019 and
2018 on its non-trading monetary assets and liabilities and its forecast cash flows. The analysis calculated the effect of
a reasonably possible movement of the currency rate against the Ammenian Dram, with all other variables held constant
on the income. A negative amount in the table reflects a potential net reduction in income statement or equity, while a
positive amount reflects a net potential increase.

Change in Effect on profit Change in Effect on profit
currency rate in % before tax currency rate in % before tax

AMD’'000 2019 2019 2018 2018
Currency
EUR 6.5% (2,316) B.0% 2,354

-6.5% 2,316 -8.0% {2,354)
usD 3% 8 = =

-3% (8) = =

The Company’s exposure lo foreign currency exchange risk is as follow:

AMD'000 Armenian Dram Euro Usp Total
Financial assets

Cash and cash equivalents 62,611 1,796 270 64,677
Amounts due from financial Institutions 207,653 = = 207,653
Investments at FVOCI 1,254,455 = = 1,254,455
Other financial assets 113,932 - = 113,932
Total 1,638,651 1,796 270 1,640,717
Financial liabilities

Other financial liabilities 99,027 37,421 - 136,448
Total 99,027 37.421 - 136,448
Net position as at 31 December 2019 1,539,624 (35,625} 270 1,504,269
Net position as at 31 December 2018 1,231,781 29,424 - 1,261,205
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Risk management (continued)
Liquidity risk

Liquidity risk is the risk that the Company will be unable to meet its payment obligations when they fall due under
normal and stress circumstances.

The liquidity management of the Company requires considering the level of liquid assels necessary to settle obligations
as they fall due; maintaining access to a range of funding sources. The Company maintains a portfolio of highly
marketable assets thal can be easily liquidated in the event of an unforeseen interruption of cash flow.

Analysis of financial liabilities by remaining contractual malurities

The tables below summarize the maturity profile of the Company's lease liabilities at 31 December 2019 based on
contractual undiscounted repayment obligations.

Demand and
less than From 1 to From 4 to More than
AMD’'000 1 month 3 months 12 months 1 year Total
As of 31 December 2019
Lease liabilities 2,240 4,480 20,160 31,077 57,957
Total undiscounted financial liabilities 2,240 4,480 20,160 31,077 57,957

Operational risk

Operational risk is the risk of loss arising from systems failure, human error, fraud or exlernal events. When controls fail
to perform, operational risks can cause damage to reputation, have legal or regulatory implications, or lead te financial
loss. The Company cannot expect o eliminate all operational risks, but a control framework and monitoring and
responding to potential risks could be effective tools to manage the risks. Controls should include effective segregation
of duties, access, authorisation and reconciliation procedures, staff education and assessment processes, including
the use of internal audit.

Capital adequacy

The primary objectives of the Company's capital management are to ensure that the Company complies with externally
imposed capital requirements and that the Company maintains strong credit ratings and healthy capital ratios in order
to support its business and to maximize shareholders’ value.

The equity consists of share capital and retained earnings, revaluation reserves.

The Central Bank of Armenia has set the minimal required total capital for mandatory pension fund managers at

AMD 500,000 thousand. As of 31 December 2019 and 2018 the capital of the Company carresponded to the
requirements set forth by the legislation.

Changes in liabilities arising from financing activities

Total liabilities
from financing
activities
Note AMD'000
Carrying amount at 31 December 2018 -
Recognition of lease liability 5 67,090
Payment of principal portion of lease liability {16,333)
Interest paid on lease liability {6,301)
Other 6,301
Carrying amount at 31 December 2019 50,757
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Events after reporting date

In connection with the recent rapid development of the coronavirus pandemic {COVID-19), many countries, including
the Republic of Armenia, introduced quarantine measures, which had a significant impact on the level and scale of
business activity of market parlicipants. It is expected that both, the pandemic itself and measures to minimize its
consequences, can affect the activities of companies from various industries, The Company considers this pandemic
as a non-adjusting event after the reporting pericd, the quantitative effect of which cannot be estimated at the moment
with a sufficient degree of confidence.

The management is currently analyzing the possible impact of changing micro and macroeconomic economic
conditions on the financial position and performance of the Company.
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