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INDEPENDENT AUDITOR’S REPORT

To Sharcholders of
Farm Credit Armenia UCO

We have audited the accompanying linancial statements of “Farm Credit Armenin™ Universal
Credit Organization Commercial Cooperative (further in the texi - the Organization), which are
comprized of the bulance sheet as nt December 31, 2008, and the imcome statement, statement of
changes in equity, and cash Qows for the year then ended, and a summary ol significan
accounting policies ind other explanutory notes,

Management s Responsibility for the Financial Staiemenis

Management is responsible for the preparation and [air presentation of these linaneial statemenis
in necordance with International Financinl Reporting Standards, This responsibility includes;
designing. implementing and maintaining internal control relevant to the preparation and fair
presentation of financial statements that are free (rom material misstatement, whether due to froud
or error; seleeting and applying appropriate accounting policies: and making accounting estimaics
that are reasonable i the circumstances,
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Awclitor s Reapomsibility

Cwr responsibility is to express an opinion on these financial statemenis based on our audii. We
conducted our pudit in accordance with International Standords on Auditing. Those standards
require that we comply with ethical requirements and plan and perform the audit 10 obtain
feasoninhle assurance whether the linancial statements are free Trom material misstitement,

An audit invelves performing procedures to obinin audit evidence about the amounts and
disclosures in the financial statements, The procedures selected depend on the auditor's jJudgment,
tneluding the pssessment of the sk of material missttement of the Tinaneial statements, whether
e 1y Teud or eror, Inomaking those risk assessments, the auditor considers imternal control
relevant i the preparation and Tair presentation of the Organization’s financial statemenis in order
for design audit procedures that are appropriate in the clreumstanees, but not for the purpose of
expressing an opinion on the effectiveness of the Organtzntion’s internal control, An audit alsoe
ieludes evaluating the appropristeness of accounting policies used and the reasonableness of
secounting estimates madde by management, as well as evaluating the overall presentation of the
financinl statements.

We believe that the gudbt evidence we have obtniped = sulliclem and approprete W provide o
Bapsis o air audin opanion,

{Ipinion
In owr opinion, the financial stmements give o true and fair view of the financial positon of “Fanm
Credit Armenin” Universal Credit Organizntion Commercinl Cooperative as of December 31,

2008, and of it financial performance and s cash Nows Tor the year then énded in aecondance
with Interiational Financial Reporting Stundards,

[hite of fssunnee; 24 June, 04
BARKER TILLY ARMENIA

Khachik Beglaryan
Dhepily IMeeetor, Auditor
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Farm Credit Armenia OO CC

STATEMENT OF FINANCIAL RESULTS
for the financial year ended 31 December 2008

Farm Credit Armenia UCO CC

Yerevan, Kajaznunil 8

AMD ihs.

Reporting  Previous period

Deseription Notes period 2007
2008 { Audited)
Initerest and similar income O 15,577 2,222
Interest and similar expenses 6 (1,666) It
Interest income, net 13,911 2,222
Net trading profit /(loss) 7 {556) (141)
Net profit /(loss) from foreign currency revaluation (386) (6K)
Other income b 144,322 34,122
Impairment charge for credit losses 9 (1,594) (170}
Stall costs 1 {98,177 {22.450)
Depreciation of property and equipment 16 (12,834) (1,669)
Amortizaton of ntangible assets 17 (6t} (3)
Otlier expenses I (41 461) (12,738)
Profit before taxation 3,159 (#935)
Income tax expense 12 _ (2,050) (309)
Net profit for the yenr 1,103 (1,204)

A, Gabrielyan (_,_/’ é‘l—.{-_ A. Mosinyan
6,

Chairman (C1E0)

Chiel” Accountant
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BALANCE SHELET

as ut 31 December, 2008
Farm Credit Armenin UICO CC
Yerevan, Kajaznuni | 8

Rep. Period Previous period
Motes 2008 2007
{Audiied)
Deseription
Assels

Cash resources 13 47,671 40,457
Dieposits with banks I4 51,834 114,474
Loans and other lending provided to the clients 15 175,873 16,890
Property. plant and equipment I 26,816 22,595
Intangible asseis |7 678 |79
Deferred  tax asscis 12 2317 K78
{(Mher nssets 1% 6,013 4,444
Total Assets 311,192 199,917
LIABILITIES AND EQUITY
Liahilitics
Borrowings 19 91,505 -
Current income tax labilities 3,494 1,187
Other liabilities 20 45,546 30,266
Total linbilitics 140,905 31,453
Faquity
Share capiial 21 170,348 164 66
Retained eamings {6l i1,204)
Tatal cquity 170,287 168,464
TOTAL LIABILITIES AND EQUITY : 311,192 199917

The presented financial statements have been approved by the Organization’s Management as at
22.06,09 and signed by the Organization’s Executive Director and Chief Accountant. The attached

notes 1-27 represent an integral part of these financial statements
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Farm Credit Armenia UCO CC

STATEMENT OF CHANGES IN THE EQUITY

For the financial year ended 31 December 2008
Farm Credit Armenin UCO CC
Yerevan, Kajaznunil §

Titles of compaonents of the equity Share Capital  Fair value Retained Taoinl
capital reserve Earnings
Line items
Balance as at 31 December, 2007 169,668 - {1,204) 168,464
Overall results of changes in the
accounting policy and adjustment of 4f) 40
material crrors,
Profit for the period = 1,103 1,103
Inerease i share capital (s 650
Balance as at 31 December, 2008
(audited) 170,348 - (61) 170,287
. S O - - - %
AGabrietyan L, G A Mosinyan g™ /-
Chairman {C1O) & Chiefl’ Accountant =

The attached notes 1-27 are the inteeral part of 2008 Annial Finaneinl Sttements
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CASH FLOW STATEMENT

for the financial year ended 31 December 2008
Farm Credit Armenin UCO CC
Yerevan, Koajnznunil 8

Rep. period

Previous period

Description A
P 2004 2007 (audited)
Cash Mow from operatling aclivities
Interests received 11,826 1,396
Inierests paid (743
Realized gains less losses from dealings in foreign currency i .
Other incoime received/recovery of the written off loans 2,223 87
Inerease/decrease in the moans involved . -
Salaries and benefits paid {71,318 (15,524
Other operating expenses pad (27,957 (5,449
Cash I'!uw.-l from upurenlng alwllvlilu.u before changes in (45.968) (19.490)
operating assets und linbilities
Loans and advanges provided to customers (95,3060) {132,000y
Net eash fow from operating activities before income tax 4,767 25512
Income tnx poid (56.567) (125 978)
Nei cash used in operating activities (2.079) -
(HE () (125,978)
Cash flows from investing activities
Purchase of properly and equipment (2.837) {3,294)
Purchase of intangible assets
Met cash Now Trom other investing nctivities 7.599 ihit]
Net eash vsed in investing netivities 4,762 (2,614}
Cash flow from financing nctivities
Proceeds Trom issue of share capital G0 169,667
Borrowings 01,950 L
Net eash fow from financing activities 91,630 169,667
Net inerease in eash and cash equivalenis 7.746 41.075
Cash and cash equivalenis ai the beginning of the year A0, 566 -
Effect of exchange rate changes on cash and cash equivalents (941) (209)
Cash and cash equivalenis at the end of the year (Mote 14) 47,671

o G

-’\M“"_'“J’i“,‘: e
Chiet Accountant &

A, R6h
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NOTES ATTACHED TO THE ANNUAL FINANCIAL STATEMENTS
31 December , 2008

“Farm Credit Armena”™ Universal Credit Organization CC
Yerevan, Kajuznunil 8

1. Principal activities

“Farm Credit Armena™ Universal Credit Organization CC (the “Organization™) was registered (founded)
on [H Seplember, 2007 secording 1o the Decision N 43 of the Central Bank of the Republic of Armenia,
The Opganization is registered and conducts its business at the address 18 Kajnznuni Sir, Yerovin, Armenio.

The Organizntion makes borrowings from its participants and legal persons, Aecording fo the item 3.3 of s
Charter, the Organization does ool invalve loans through public quotitions.

According to the stem 300, poent (1), of the Charer, the Organization conducis ifs transactions thiough non-
cish weltlements.

2. Armenian business environment

Armenin still un..h.'r!,',m.ht. ImIitiL'l;l nnd economic changes, As an pnwrﬂlng market, Armenit dioes nol ey
deviloped business and regulatory infrastruciure gencrally existing in 1 more moture [ree morket econamy,
Conseuently, aperations carried out in Armenin involve certain risks thit are not typically nssociited with
those 1 developed couniries.

Phe Chpamzation moy be affected by these risks and their consequences i the foreseeable Tuture. The
sccopnpunying ndneinl stutements do not inelude soy adjustments that mey result from the future ¢larification
of these uncerintnticos, Similar adjustments, if any, will be reporied in the Chrganization’s financial sintements in
Hie petiodd when they become known and estimahble,

In nddition. cconomic conditions continue o limil the volume of activity in the [inandial matkels.
Murke! quotations in generally dliguid markets may oot be rellecive of the Tide vilues Tor Gnancial isiments,
which would be determimed inan eihcient, actve markol involving many willing buyers and willing sellers

3. Basis of the reports preparation
Statement of complinnee

The linoncial statements of the Organization have been preparcd in nccordunce with the International Finaneial
Reporting Standards (“TFRS) ag approved and published by the International Aceounting Standards Bourd
(ASHEYL and Interpretations issued by the Interpabonal Frvancial Reporang Interpretatons Cominitice
(HFRICT) The comparative information aid Gnoneial statements nclude the results of the Organiznion’s
Hanncel performanee and cash Dow Tor ihe year epded 31,1207

Busis of meusurement

The Tinancial sttemenis hive been prepared on g Gor value buses for lnanetal assets and Habiliies ol b valoe
thionigh prodin or Toss and avialable Tor sale assets, except Tor those hssers, Tor which g reliable medsure of Tais
value is ol avilable, Other (inaneinl assets nnd Habilivies are stated an their amortized cost, and non-tinineinl
nssetts it Dahilities are stared af their historicnl cost,

Uhe aitehod poies 127 pre the ntegra] pan of 2008 Anpual Frnaneial Staements H
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Functional and presentation currency

The Organization’s functional curtency is the currency of the primary economic enviranment in which the
Organization operates. The Organization’s funetionnl and presentation currency is Armeninn Drams (“AMD®),
smee this currency best reflects the cconomic substance of the Organization’s underlying events and
transactions, The Organization prepares sintemenis for regulatory purposes in accordance with legislative
requirements and Accounting Standards of the Republic off Armenin, These financial statements are based on
the Organization’s books and records as adjusted and reclassified in order to comply with the 1IFRS. The
financial statements are presented in thousands of AMD, which is not freely convertible outside Armenia,

Reclassifications

Where necessary, comparative figures have been adjusted to conform to the changes in presentation in the
current year,

4. Summary of significant accounting policies

The following significant accounting policies have been consistently applied in the preparation of the financial
slatciments,

Recognition of income and expenses

Revenue is recopnized to the extent that it is probable that the cconomic benefits will Now fo the Organization
and the revenue can be reliably measured. Expense is recognized to the extent that it fs probable that the
econonic benelits will MNow Trom the ()rpunmnmu and the expense can be relinbly mensured, The following
specific ertteria must also be met before revenue is recognized:

Inferest inceme and expense

Interest income and expense for all interest-bearing financial instruments, except for those classified as held for
trading purposes or accounted for at fair value and adjusted through profit or loss, are recognised within
Sinterest income” and “interest expense’ in the income statement.

Tncenne and expense from connissions aud simifor paymenis
Fees, commissions and other income and expense items are generally recorded on an accrual basis during
provision of the service,

Net trading tncone
Net trading income includes gains less losses from trading in foreign currencies,

Foreign currency transintion

I'ransactions in foreign currencies are initinlly recorded at the functional currency rate ruling at the date of the
transactions, Gains and losses resulting from the wanslation of trading assets are recognised in the statement of
mcome in net trading income, while gains less losses resulting from translation of non-trading assets are
recognized in the statement of income in other income or other expense. Monetary assets and linbilities
denominated in foreign currencics are retranslated at the functional eurrency rate of exchange ruling at the
balance sheet date.

Differences between the contractual exchange rate of a certain transaction and the prevailing average exchange
vate on the date ol the ransaction are included in gains less losses from triading i loreign currencics in ne
trading income

The stiached notes 127 are the intecral nart of 2008 Aanoal Finaneinl Sisiemanis
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The exchange rates at the year-end used by the Organization in the preparation of the financial siatements sre a4
follows:

December 31, 2008 Deeember 31, 2007

AMLY 1 US Dollar 106,73 304,22
AMIDY | Euro 435 446,96

Taxation

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

Current tax is the expected tax payable on the taxable income for the year, using tx rales enacted or
substantially enncted at the balance sheet date, and any adjustment to tax payable in respect of previous yeirs,

Deterred tax assets and labilities are caleulated in respect of temporary differences using the liability method.
Deferred income taxes are provided for all temporary differences arising between (he tax bases of assets and
linbilities and thew carrving values reflected in the financial repoits, excepl where the deferred income tax
arises from the initial recognition of goodwill or of an asset or linbility in a transaction that is not a business
combination and, at the time of the transaction, affects neither the accounting profit nor taxable profi or loss,

A delerred tax asset is recorded only to the extent that it is probable that taxable profit will be available against
which the deductible temporary differences can be utilised. Deferred tax assets and liabilities are mensured at
tnx rates that are expected 1o apply o the period when the assei is realized or the linbility is setiled, based on tax
rites that have been enpeted or substantively enncted ai the balanee sheet date,

Deferred income tax is provided on temporary differences arising on investments in subsidiaries, nssociates and
' 13 I 1 T I i . t - - -
Joint ventures, except where the timing of the reversal of the temporary difference can be controlied and it is
probable that the temporary difference will not reverse in the foreseeable future.

Fhe Republic of Armenia also has various operating taxes, which are assessed on the Organization's nctivities,
These taxes are included as a component of other expenses in the statement of income,

Cush and cash equivalents

Cash and cash equivalents comprise eash on hand and amounts due from banks. which can be converled inio
cash at short notice and which are subjeet 1o an insignificant risk of changes in value,
Cash and cash equivalents are enrried at amortised cost

Amounts due from banks

Iin the normal course of business, the Organization maintaing advances or deposits for various periods of time
with banks. Deposits to banks with a fixed maturity term are subsequently mensured at amortized cost using the
cllective interest method. Those that do not have fixed maturities sre carried at amortized cost based on
maturitics estimated by management,

Financial instrumenis

The Organization recognizes financial assets and liabilities on its balance sheet when it becomes a party to the
contractual obligation of the instrument, Regular way purchases and sales of financial assets and liabilities are
recognised using setilement date accounting, Repular way purchnses of financial instruments that will be
subscquently measured at fair value between trade date and settlement date are necounted for in the same wity
ns for peguired instruments,

The aitached notes 1-27 ore the integrnl part of 2008 Annual Financlal Statements. 0
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When finuncial assets and habilities are recognised initinlly, they are mensured at fair value, plus, in the case of
investments not at fair value through profit or loss, directly atteibutable transaction costs.

After initinl recopnition all financial liabilities, other than liabilities at fair value through profit or loss
(including held Tor trading) are measured at amortized cost using effective interest rate method, After initial
recognition finangial linbilities at fair value thiough profit or logs are measured at fair value.

The Organization classified its financinl pssets into the following caiegories: loans and recervables, Tinancial
mstruments at faie value through profit or loss, available-for-sale financial instruments and held-to-maturity
invesiments, The elassification of investments between the categories i determined at acquisition based on the
guidelines established by the management, The Organization determines the ¢lassification of its financial assets
after initial recognition and, where allowed and appropriate, re-evaluates this designation at each financial year-
enil,

Laais and recefvabies

Loans and receivables are financial assets with fixed or determinable payments, which arise when the
Oyganization provides money directly 1o a debtor with no intention of trading the receivable,

Subsequently, the loan's carrying value is measured using the elfective interest method, Loans to customers that
do not have Nxed maturities are accounted for under the effective mieresi method based on expected maturity,
Loans to customers are carmied net ol any allowance Tor impairment losses,

Avarilable-for-sule financial instriments

Investments available for sale represent debt and equity investments that are mtended 1o be held (or an
indefinite period of time, which may be sold in response to needs for Liquidity or changes in interesi rates,
exchange rates or equity prices, Afler initial recognition available-for sale financinl nssets are measured at fir
vilue with gains or losses being recopnised a8 a separate component of equity uniil the invesiment i3
derecopgnised or until the mvestment 15 determined to be impuird.:tl at which time the cumulative gui,n or loss
previously reported in equity s ineluded in the statement of income. However, interest caleulated using the
effective interest method is recognised in the statement of income, Dividends on available-for-sale equity
instruments are recognised m profit or loss when the Organization™s right to receive payment is established,

The fair value of investments that are actively traded in organised financial markeis is determined by reference
1o guoted market bid prices at the close of business on the balance sheet date, For investments where there is no
active market, fair value is determined vsing valuntion technigues,

Sueh techiiques inelude using recent arm's length market wansactions, reference Lo the current market value off
another imstrument, which is substantinlly the same, and discounted cash Mow analysis, Otherwise the
investments are stated at cost less any allowance for impairment.

Impairment of finuneial assets

The Organization assesses at each balance sheet date whether a financial asset or group of financial assets is
impaired.

Asseis carried af amortived cost

A financinl asset or a group of financial assets is impaired and impairment losses are incurred nnl:,' if there is nn
objective evidenee of impairment as o resilt of one or more events that cecurred afier the iitial recognition of
the msset (Mloss event™) and that loss event (or events) has an impaet on the estimnted future ensh flows of the
Tinaneial assel of group of Tnancl assets that ean be reliably estimated,



fon

Criteria used o determine that there is an objective evidence of an impairment loss may include indications that
the borrower or a group of borrowers is experiencing significant financial difficulty (for example, equity ratio,
nel income percentage of sales), default or delinquency in interest or principnl payments, breach of loan
covenants or conditions, deterioration in the value of collateral, the probability that they will enter bankruptey
or other Hinancial reorganization, and where observable data indicate that there is n measurable decrease in the
estimated future ensh Mows, sueh as changes in arrears or economic conditions that correlate with defaults,

Forim Credit Armenia VOO ©C

I'he Organization first assesses whether objective evidence of impairment exists individually for finaneial assets
that are individually significant, and individually or collectively for financial assets that are not individually
significant. 1 it is determined that no objective evidence of impairment exists for an individually assessed
Tinaneinl asset, whether significant or not, the asset is meluded in o group of financial assets with gimilar credit
risk characteristics and that group of financial assets is collectively assessed for impairment, Assets that are
mdividually assessed for impairment and for which an impairment loss is or continues o be recognised are not
included in a collective asscssment of impairment,

I there is an objective evidence that an impairment loss on financial assets carried of amortised cost has been
incurred, the amount of the loss 15 mensured ns the difference between the asset’s carrving amount and the
present valoe of estimated future cash Nows (excluding future credit losses that have not been ineurred)
discounted at the financinl nsset’s original effective interest mie (Le. the effective interest rate computed al
initial recognition). The carrying amount of the asset shall be reduced through use of an allowance account, The
amount of the loss shall be recognised in the stiement of income, If a loan or held-to-maturity investment has o
variable interest rate, the discount rate for measuring any impairment loss is the current effective interest rate
determined under the contraet. The Orgamization may measure impairment on the basis of an instrument’s fair
virlue using an observable market price,

The ealeulation of the present value of the estimated Tuture cash Nows of o collpteralised financial assel reflecis
the cash Nows that may result from foreclosure less costs for obtaining and selling the collateral, whether or not
the foreclosure is probable,

For the purpose of a collective evaluation of impairment. financial assets are grouped on the basis of the
Organization’s internal credit geading system that considers credit risk characteristics such as asset type,
industry, geographical location, collateral type. past-due status and other relevant factors,

Estimates of changes in future cash lows for groups of assets should reflect and be directionally consistent with
changes in related observable datn from period to period (for example, changes in unemployment rates,
property prices, payment status, or other factors indicative of changes in the probability of losses in the group
and their magnitude). The methadology and assumptions used for estimating future cash Nows are reviewed
regularly by the Organization to reduce any differences between loss estimates and actual loss expericnce,

Lonns together with the associated allowance are written ofl’ when there is no realistic prospect of future
recovery and all collaternl has been realized or has been transferred 1o the Organization, 1, in a subsequent
year, the amount of the estimated impairment loss increases or decrenses because of an event occurring after the
impairment was recognized, the previously recognized impairment loss is incrensed or reduced by adjusting the
allowance account. IF future write-of is later recovered, the recovery is eredited 1o the allowance account,

Derecognition of financial assets and labilities

Financial asveiy
A financial asset (or, where applicable, a part of a finaneial asset or part of a group of similar financial assets) is
derccopnised where;

= the rights o receive cash flows froim the asset have expired;

¢ the Organization has wansferred s rights to receive eash 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
1o o thire party under i pass-through” arrangement; and

= the Organization either (a) has wansferred substantiolly 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 iransferred control
of the assel.

The attached notes 1=27 are the integral part of 2008 Annunl Financial Statements. 12
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Where the Organization has transferred its rights to receive eash flows from an asset and has neither transferred
nor fetained substantially all the risks and rewards of the asset nor transferred control of the asset, the asset is
regognised 1o the extent of the Organtzation’s continuing involvement in the assei, Continuing involvement
that takes the form of a guarantee over the transferred nsset is measured at the lower of the original carrying
amount of the asset and the maximum amount of consideration that the Organization could be required to repay.

Financial tahilitics
A finanginl linbility is derecognised when the obligation ander the liability is discharged or cancelled or expires.

Where an existing financinl liability 5 replaced by another from the same lender on substantially different
terms, or the terms of an existing liability are substantially modified, such an exchange or modification is
ireated as o de-recognition of the original Lability and the recogmition of a now Lability, and the difference in
the respective carrying amounts is recognizsed in the statement of income,

Leases

Operating - Organization ay lessee

Lenses ol mssets under which the risks and rewards of ownership are effectively retained by the lessor are
classificd as operating leases, Lense payments under an operating lease are recognised as expenses on o
straight-line basis over the lease term and ncluded nto other operating expenses.

Property, plant and equipment

Property, plant and equipment (“PPE") are recorded at historical cost less nccumulated depreciation, 1t the
recoverable value of FPE s lower than its carrying amount, due o circumstances notl considercd o be
(u-mpnrnry, the rr,:.-.'pt,';;liw.' assel 15 writlen down 1o 1ts recoverable valiie.

Depreciation is ealeulated using the straight=line method based on the estimated useful life of the asset, The
following deprecintion rales have been applied:

Useful life Rate

s .| R ..

Buildings 20 5
Computers | 100
Comptiters (Server) 3 20
Other fixed nssels 5 20
Fixed assets up o AMD 50,000 1 100

Repairs and maintenanci are charged to the income statement during the period in which they are ineurred. The
cost of major renovations is included in the carrying amount of the asset when 1t is probable that future
economic benelits in excess of the originally assessed standard of performance of the existing asset will Nlow 1o
the Organization. Major renovations are deprecinted over the remaining useful life of the related asset.

Gains and losses on disposals are determined by comparing proceeds with carrying amount and are included in
operating profit,

When revalued nssets are sold, the amounis attributed to disposed item of assets and ineluded in the revaluntion
reserve are Wranslerred o retained earnings,

Intangible asseis

Intangible assets inelude computer software,
Intangible assets aequired separately are measured on initial recognition at cost. Following initial recognition,
intangihle assets are carvied at cosl less any aceumulated amortisation and any accumulated impairment losses,

The attached notes 1-27 are the integral part of 2008 Annual Financial Statements. i1
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The useful lives of intangible nssets are assessed o be cither finite or indefinite, Intangible assets with Ninite
lives are amortised on a straight-line basis over the useful economie lives of 10 years and assessed for
impairment whenever there is an indication that the intangible asset may be impaired, Amortisation periods and
methods for intangible assets with finite useful lives are reviewed at least at each financial year-end,

Intangible assets with indefinite useful lives are not amortised, but tested for impairment annually either
individually or ot the cash-generating unit level, The useful life of an intangible asset with an indefinite life is
reviewed annually to determine whether indefinite life assessment continies 1o be supportable,

Costs associnted with maintaining computer software programmes are recorded as an expense as incurred,

Borrowings

Borrowings, which include amounts due to financial institutions and due to founder party are initially
recognised at the fair value of the consideration received less direetly attributable transaction eosts, After initial
recognition, borrowings are subscquently measured at amortised cost using the effective interest method. Gains
and losses are recognised in the statement of income when the habilities are derecognised as well as through the
amorlization process,

Contributions (o the Social Insuranee Fund

The Organization does noi have any pension arrangements separate from the State pension system ol the
Republic of Armenin, which requires cutrent contributions by the employer caleulated as o pereentage of
current gross salary payvments; such expense is charged in the period the related salaries are earned, In addition,
the Organization has no post-retirement henefits or significant other compensated benefits requiring acerual.

Provisions

Provisions are recognised when the Organization has a present legal or constructive obligation as a result of
past events, and it is probable that an outflow of resources embodying economic benefits will be required 1o
seltle the obligation and a reliable estimate of the amount of obligation can be made

Share capital

Slare capiral
Extermal costs direetly attributable to the issue of new shares, other than on i 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 o linbility and deducted from equity at the balance sheet dute only if they are
declared before or on the balance sheet date. Dividends are disclosed when they are proposed before the balance
sheet date or proposed or declared after the balance sheet date but before the financial statements are authorised
for 1ssuc.

Offsetting

Financial asscts and liabilities, and income and expenses, are offset and the net amount reported in the balance
sheet when there is a legally enforecable right 1o set off the recognised amounts, and there is an intention to
settle on o net basis, or renlise the asset and setile the hability simulianeously.

5. Critical accounting estimates and judgments

The preparation of financial statements in conformity with IFRS requires that the management make judgments,
estimates and pssumptions that affeet the application of policies and the reported amounts of asscts and
ligbilities, income and expense. The estimates und associnted 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 judgments about earrying values of pssets and linbilities that are not readily apparent
from other sources.

Ihe attnched notes 1-27 are the mtegral part of 2008 Annual Financial Statements, i4d
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Although these estimates are based on management's best knowledpe of current events and actions. actual
results wltimately may differ from these estimates,

The most significant arens of judgments and estimates with regards to these linancial statements are presented
hielow:

Helaied party transactions

I the normal course of business the Organization enters into transactions with its related parties,

These transactions are priced predominantly at market rates. Judgement is applied in determining if transactions
are priced at market or non-market interest rates, where there is no active market for such transactions, The
hasis for judgement is pricing for similar types of transactions with unrelated parties and effective interest rate
annlysis.

Allowance for impairment of loans and receivables

Ie Organization reviews its problem loans and advances at each reporting date 10 assess whether an allowance
for impairment should be recorded in the income statement. In particular, judgement by management i= required
in the estimation of the amount and tming of future cash flows when determining the level of allowance
required. Such estimates are based on assumptions about a number of factors and actual results may differ,
reaulting in future changes tw the allowanee,

In addition 1o specific allowances against individually significant loans and advances, the Organization also
makes 4 collective impairment allowance against exposures which, although not specifically identified as
requiring a speeific allowance, have a greater risk of default than when originally granted. This takes into
consideration factors such as any deterioration in country risk, industry, and technological obsoleseence, as well
o identified structural weaknesses or deteriorntion in cash flows.

Tax legislation

Armenian (ax legislation is subject to varying interpretations, Refer to Note 23,

6. Interest and similar income and expense

AMI ths,

2008 2007
Loan= and advances to customers 9,216 202
Amounts due from banks 6,361 2020
Todal interest and gimilar income 15,577 2222

2008 2007
Interest expense ns repards borrowings 1,656 ]
Other interest expoense - 10 ;
Toial interest and similar expense 1,666 -

2008 2007
7. Net trading income
Ciaines less losses from trading in foreign currency i(556) i141)
Net trading income {556) (”I'-'d-'l'}

The attached notes 127 nre the integral part of 2008 Annual Finaneial Stmiements, 15
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8. Other income AMD thy
2008 2007
Fines and penalties received 7 ,.;
Income from granis 142,752 34,122
Oiher income 1,563 ;
Totul other income 144,322 34,122
9. Impairment charge for credit losses
Loans and ndvances o customers 1.59%4 176
Total impairment charge for eredit losses 1,594 170
AMIY ths.
10, Staff costs
2008 2007
Wapes and salaries H‘)J:I 7 20,547
Social security comributions 7,278 1,483
Stall traiiing costs 1,882 170
Total siall costs 98,177 22,450
11. Other expenses
2008 2007
Aulvertiging costs 1312 ‘-:!i
Entertainment expenses 2.*’153 1,2 }.‘
Pusiness np cxpenses 2,537 H:%
L e
Commuinicalions -t:!‘i‘: ; _}I'::
Operating lense 12,962 3 .:ﬂ
Taxes, other ithan income fnx, dubies [.B33 4 [Rk
Audit and other consulting expenses 4,800 2,300
; i 3
Security 420 ITE:
Cur maimtenanee expenses 1,653 b
CHTee supplies ]_M:;: RRO
Insurnnee cxpeises 462
Welfare 456 ;
Oither expenses 1.537 (I
Total sther expense 41461 12,738
07
12. Income tax expense 2008 2
Current lax expense 3494 1,187
Delerred tax (1,438 (R78%)
Total income tax expense 2,056 309

The atached notes 1=27 are the integral part of 2008 Annual Financial Stitements,
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The carporate income tax within the Republic of Armenia is levied at the rate of 20% (2007 - 20%).
Differences between [FRS and RA statutory tax regulations give rise (o certain temporary differences between
the carrying value of certain assets and liabilities for financial reporting purposes and for profit tax purposes,
Deferred income tax is caleulated using the principal tax rate of 20%.

Relow is provided reconcilintion between the tax expenses and accounting profit;

AMID ihy,
2008 Elfeetive rate 2007 Effective rate
(%) (Vo)
Profit before tax 1,150 (H95)
Income tax at the rate of 20 % 632 20% - .
Mon-deductible expenses 1,809 7% 377 .
I-'un.-_ign exchange differences (385) ) (68)
[{gains) losses]
Total Income tax expense 2,056 0
Deferred tnx ealeulntion in respect of temporary differences:
AMID ths,
2007 Recognized in 2008
iicoin e statement
Acerued expenses and other liabilities RTH 1,330 2.208
Allowaneos for impairment : - 19 jo
Total deferred tax nssets B4 1,439 2.7
Allownnces for impairment and provisions 4 : .
for bank accounts N = —
Total deferred tax liabilities - - -
Net deferved tux nssets HH i 439 2,417
2006 Recopnized in 2007
incomae stntement
Accrued expenses and other linbilities . K78 R78
Allownnces for impanirment = . -
Total deferred tax assels . K74 874
Allowances for impairment and provisions . -
for bank nccounts . B
Total deferred tux linbilities
Net deferred tax assets - 5 H78

The attached notes 1-27 are the mtesral part of 2008 Annual Finoncial Statements. 17
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13. Cash and amounts due from banks AMD ths.
2008 2007

Bank aceounts 47.671 40,457
Total cush nnd cash equivalents 47,671 40457
14. Deposits with banks AMD ths.
2008 2007

Time deposiis 1,000 113,850
Aceumulated interest K34 624
Totul deposits 51,834 114,474

15, Loans and advances to customers

AMD mﬁa

2008 2007

Lodins o customers 177.637 17,060
Less allowances for lonn impairment (1.764) (7
Total loans ani advances Lo customiers 175,873 16,890

As of 31 December 2008, the acerued interest income ineluded in loans and advances to customers amounted to
AMIY 1,271 thousand (2007 AMID 60 thousand).

Reconciliation of allowance account for losses on loans and advances by class is as follows;

AMD ihy.
Privaicly held Nuiural Sole 2008
compunics persons propriciors Totul
Asnt | Innuary 2008 . 170 . 170
Charge for the year 509 1,O8S - 1,594
Asgat 31 December 2008 00 1255 . 1.764
Individual impairment ; ) y
Collective impairment 509 o hass -_ 1,764
508 1,255 1,764
Privately held MNatural Sole 2007
O punicy persons propriciors Total
At 1 lanunry 2007 3 -
Charge for the year - 170 - 170
Asat 31 December 2007 . 170 . 170
Individual impnirment .
Collective impairment ) 170 - - B
170 170

The atached notes 1:27 are the ntegral part of 2008 Annual Finanenl Statements, 18
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Laans and advances by ciistomer profile may be specified as follows: AMD thy.
2008 2007
Privately held companies 50,834 ;
Matural persons (agricultie) 125,532 17,000
Sole proprictors . -
Accrued interest AT ol
Less allownnees for lonn impnirment {(1.764) (170
Total loans and advinees (o customers 175,873 16,590

Lonns o mdividuals comprise the following:

2008 2007
Agriculivral 24918 | 7,06
Other 661 -
Total loans and advances to individuals (gross) 126,579 17,060

As at 31 December 2008 and 2007, the estimated Tair value ol loans and advances approximates o their
carrving value, Refer to Mote 25,

Credit, currency, liguidity and interest rate analyses of loans and advanees o customers is presented in Note 26,
The information on related party balances is disclosed in Nofe 24,

i6  Properiy, plant and equipment

AMI ths.

Assets in operation '“::;‘l:" i::: fr::::‘p'::::‘:"t Vehicles  Other PPE Total
COST
End of previous yenr B, 787 7,820 4,006 3,594 24,267
Additions 1,500 3,022 12,015 414 17055
Disposals (wiite-ofTs) 44 139 i 0 148
End of eurrent year 10,337 10,703 16,081 4,013 41,134
DEPRECIATION
Opening balinee 630 781 126 135 1,672
Accumulated r.luprl:c:iulimi 3,923 6,357 1,659 RS 12,834
Utiliation of ace. depr.{write-oiT) (49 (13 0 { (148)
loging balnnce 4,504 94949 1,785 1,030 14318
Mei Carrying Value
Lnd of previous year 8,157 7,038 3,940 3450 22,555
Eid of current yenr 5,431 3,704 14,296 2,983 26,816

The attached notes 1-27 are the integral part of 2008 Annual Financinl Statements, 19
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17. Intangible assets

AMD ths,

Acguired soltware

COST
As at January 01, 2007 .
Additions 179
As ot December 31, 2007 1749
Additions 568
Az at December 31, 2008 747
AMORTIZATION
As at January 01, 2007 :
Amortization charge S .
As il Deeeinber 31, 2007 3
Amortization charge m_«'_
As ol December 31, 2008 . .
CARRYING VALUE
Asat December, 2008 678
Asat December 31, 2007 = lTh
2 this
18.  Other assets

2008 2007
Prepoyiments and other debtors 4,035 615
Warehouse 1,964 3830
Totnl other nsscis & 6,001 4 444

19. Borrowings

The Organization signed o loan agreement with MCA-Armenia SNCO as of 09/04/2008, The contracted
interest is at 4% per annum, and the agreement is effective until 15/09/2015, The loan balance as of 31.12.08
makes up AMD 90,950 ths., and the acerued mterest 1s AMD 915 ths,

20.  Other liabilities AMD ths.
20008 2007

Amaotnts payable 5,100 2,555
Obligations wwards porsonnel 1,752 1,149
Cither payvables 18,505 26,562
Total other liabilities 45,546 30,266

The attached notes 1-27 are the integral part of 2008 Annual Financial Stntements,
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21. Equity

The share capital of the Organization comprises AMD 170,348 ths. from 58 cooperative members participation,
The major participant 15 FLCA Trust making up AMD 169,497 ihs,

22. Contingent liabilities

Tax and legal matters
The taxation system in Armenia is characierized by frequently changing legislation, which is often unclear,
contradictory and subject to interpretation, Often, differing interpretations exisl among various faxation
authorities and jurisdictions.
Management believes that the Organization is earrying on its activity in compliance with all statutory
requirements,
As of 31 December 2008, there were no legal actions and complaints taken against the Organization.
Therefore, the Organization has not made any respective provision related to similar tax and legal matiers,

Operating lease commitments = Organization as a lessee
In the normal course of business, the Organization has entered into commercial lease agreement for its office
parage facilities,

The future aggregate minimum lease payments under non-cancellable operating leases are as follows:

AMD ths,

2008 2007
Upio | year 268 -
From | 1o 2 years 16,125 19,350
Total operating lense commitments 16,393 ) 19,350

Insuranee

The Organization's movable property has been insured for AMD 43,400 thousand. The Organization has not
currently obtained insurance covernge related to labilities arising from errors or omissions, Liability insurance
is generally not available in Armenia at present,

23.  Transactions with related parties

In accordance with TAS 24 “Related Party Disclosures™, parties are considered to be related 1l a party has an
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 sharcholders,
members of the Organization”™s Management is well ns other porsons and l,:||(r,t|'|'5rif\i|'.‘.‘-i related with and controlled
by them respectively.

The volumes of relnted party transactions, outstanding balances at the year end, and related expense and income

for the year are as follows:

The attached notes 1-:27 are the integeal part of 2008 Annual Financial Stateinents, 71
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5
2008 2007
Participants Key Participnnts Koy manngement
I‘I'IC!I'I%I]_E.!SI]‘I&."!‘I( [‘JEI‘Hl?I’IIll:l
personnel
Loans  and  ndvances 1o
customers
I.d.'.lunle-.' n.ulh.'tumh.lm at  the ) 2 000 .
huggmg of the |l|:i'|m|. Bioss
l.onns iHHl!d.‘t' during the p.,:riuql = 13,700 7.1
I.n;y\ repayments  during  the ) (5,050)
period
Loans outstanding at December
e g at Lecembe - 15,650 7,000
31, gross
Lests  allowance  for  loan
: . - {156) i
impiirment e -
Loans outstunding at December
1 B - 15,4494 093
Interest income on loany 127 22
Amounts  duc o Timancial
institutions/ participanis
At the beginning of the period . s =
Increase - - -
Decrease -
As at December 31 . . -
Commitmenis  and  guaranioes
received
Income statement items - -
linterest expense on horrowings - - -
Compensation of key management personnel wis comprised of the following:
: AMID ths,
2008 2007
Sularies and other short-term benefits 30,828 8,073
Social security costs 1L9l6 Qe
Total key management compensation 32,744 #5689

The loans issued to key management personnel during the reporting year of AMD 13,700 thousand are
repayable monthly at the rates of 9%, [0% and 13%,

24.  Fair value of financial instruments

Financial instruments not measured at fair value

The fair value of financinl assets and Labilities, not presented on the Organization’s balance sheet at their Tair
vilue, does not differ significantly from their carrying values:

The attached notes [-27 are the imtegral part of 2008 Annual Financial Statements.
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Amaunts due from and to financial institutions

For assets and habilities maturing within one month, the earrying amount approximales fair value due to the
relatively short-term maturity of these financial instruments, For the assets and Labilities maturing in over one
month, the fair value was estimated as the present value of estimated future cash flows discounted at the
appropriaie year - end market rales.

Loans and advances to customers

The estimated fair value of fixed interest rate instruments is based on estimated future cash lows expected 1o be
received discounted at current inferest rates for new instruments with similar eredit risk and remaining maturity,

Borrowings

The estimated fair value of fixed interest-bearing borrowings not quoted in an active market and zero interest
rate borrowings is based on discounted ensh Mows using interest rates for new debts with similar remaining
maturity. The fair value of borrowings, not presented on the Organization’s balance sheet at their fair value,
does not differ significantly from their carrying amounts.

26.

Maturity analysis of assets and liabilities

The table below shows assets and liabilities analysis according to their expected settlement periods, See Note
26.3 for the Organization’s contractual undiscounted repayment obligations.

AMD fhs,

Demand . ) More
. . Subtotal .
and less From 1o From 3 1o From | than 5 .
, less than » ] l'oial
than 1 3 months 12 months oS wears  years
12 months
inonth
ASSETS
Cash and cagh 47,671 47,671 : - areTl
equivalenis
Dieposits with banks 51,834 - 41,83 - 41,834
Loans and advances 1o 2 877 1,343 45,991 43311 111,267 12.395 174,873
susloimners
Amounts  due  from
legal  porsons  and - 3,16 3106 3,106
nsEtitutions
Amounts due from the i 929 979 939
RA Governiment
i 0,548 25177 50,026 155,751 111,267 12,395 279,413
LIABILITIES
Amounts due 10 the . 3,494 3,404 . 1,404
A Government
Borrowings 913 - . 90,950 01,865
Other linbilities 9798 4@ 9,444 26,230 - 45,546
10,713 68 12,243 23,725 26,230 90,950 140,905
Net position 30,835 55,108 37,083 132,026 B5037 (7R555) 138,508
Accumilated gap 39,835 -_‘M_-,ch 132,026 fﬁ.ﬁ I-Iln.".g,-SﬂH

The attached notes 1-27 are the integral part of 2008 Annual Financial Statemenis.
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26. Risk management

The Organization’s activities expose it to a variety of financial risks and those activities involve the analysis,
evaluntion, ncceptance and management of some degree ol nisk or combination of risks.

Taking risk is core to the financinl business, nnd the operational risks nre nn inevitnble consequence of being in
business. The Organization’s aim s therefore to achiove an appropriate balance between risk and return and
minimise potentinl adverse effects on the Organization’s linancial performance,

The Organization”s risk management policied are designed o identify and analyse these risks, to set appropriate
risk limits and controls, and o monitor the risks and adherence to limits by menns of relinble and up-to-dnte
information systems.

Risk management is earried out by Management under policies approved by the Board, The Management
identifies, evaluates and hedpges financial risks in close co-operation with the Organization’s operating units,
The Board provides written principles for overall risk management, ns well ns written policies covering specilic
arcas, such as Toreign exchange risk, interest rate risk, credit risk, vse of derivative Timancial instruments and
non-derivative Tinaneial instruments, In addition, internal audit is responsible for the independent review of risk
managenment and the control environment, The most important types of risk are credii visk, hguidity risk, market
risk and other operational risk, Market risk includes currency risk, interest rate and other price risk,

Credit risk

The Organization takes on exposure o credit risk, which is the risk that a counterparty will cause a financial
loss for the Organization by failing to discharge an obligation, Credit risk is the most important risk for the
Organization’s business; management therelore carelully manages s exposure o credit sk, Credil exposures
arise principally in lending activities that lead o loans and advances, and investment activities that bring debt
securities and other bills into the Organization’s asset portfolio, There is also credit risk in off-balance sheet
financial instruments, such as loan commitments,

Maximum exposure to credit risk without taking account of any collateral and other eredit
enhancements

The table below presents the worst case scenario of credit risk exposure o the Organization as at 31 December
2008 and 2007, without taking account of any collateral held or other eredit enhancements attached, For on-
balance-shect nssets, the exposures set oul above are based on net L'il!'l'}’!l.lll.; amounts as |'c:pm'lc:d in the balance
sheet.

AMD ths,

Gross maximum Giross maximum

exposure ns of CXPOSUNe 0% ol

Mol December 31, 2008 December 31, 2007

Cash and cash cquivalents 13 47,671 40,457
Deposits with banks 14 51,834 114,474
Lonns and advances o cuslomeoers 15 175,873 13, 54940
Total eredit risk N 27878 i71,821

Risk concentrations of the maximum exposure to eredit risk

Geograplival seciory

All of the Organization’s assets are loeated in Armenia,

The nttnched notes 1:27 are the integral part of 2008 Annual Financial Statomaenis, 24
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Indusiry sectors

The Tollowing table breaks down the Orgamzation’s main credit exposure ot their earrying amaunts, as
entegorized by the indusiry sectors of the counterparties as of 31 December,

AMD ihs.
Financial . . Consum
A Manifhet  Agricult, - -
inatitutions e E Serviee  Hypothees  er sector  Other lotnl
{ :\.\'!1 and ensh 47671 . ) ) ) . i 47.671
oguivalents
Deposits with 51,834 ) ) . . ) ) 51,834
banks
1onns fnd
advances 1o . 44 (155 123,679 . - - K136 175473
clslamers
Asat 3] ‘ . .
D 55 44,0054 123,679 " n - K136 275378
December 2008 =
As it December

154,931 a2 15,8894 . . S A

312007

Risk limit control and mitigation policies

The Organization manages, limits and controls concentrations of eredit risk wherever they are identified, in
particular, o individual counterparties and groups, and to industries and countries,

The Organization structures the levels of credit risk it undertakes by placing limits on the amount of risk
aceepted in relation 1o one borrower, of group of borrowers, Similar risks are monitored on a revolving basis
and subjeet to an annual or more frequent review, when considered necessary,

Exposure to credit risk is also managed through regular analysis of the ability of borrowers and potential
borrowers o meet interest and eapital repayment obligations and by changing these lending limits where
approprisie,

Some other-specific control and mitigation measures are outlined below.

Collateral

The Organization employs a range of policies and practices to mitigate eredit risk, The most traditional of these
is the taking of security for funds advances, which is common practice. The Organization implements
guidelines on the acceplability of specific classes of collateral or eredit risk mitigation, The principal collateral
types for loans and advances are!

e Mortgages over residential property;
& (_,'hnrgcn; over business nssels such as p.rrl.'tni.-ccx. inwnmry and accounts receivible,

The analysis of loan portfolio by collateral is represented as Tollows:

AMIY ilis,

2008 2007

Loans collateralized by real estate 60,475 2,500
Loans collateralized by movable property 12,750 -
PMovables and lmmovables 46,665 3,000
Mixed 56,470 11,500
Accrued interest 1.271 60
Total loans and ndvances to cusiomers (Eross) - -__177.1557 17,060

Tha attsehed nites 1277 ave the mteeral nart of 2008 Annual Financial Statements, A
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Impairment and provisioning policies

The main consicderations for the loan impairment assessment inelude whether any payments of principal or
interest are overdue by more than 90 days or there are any known difficultes in the cash flows of
counterparties, credit rating downgrades. or infringement of the original terms of the contract, The Organization
addresses impairment nssessment 1o individually assessed allowances and collectively assessed allowanees,

Individually assessed aflowances

The Organization determines the allowances appropriate for each individually significant loan or advance on an
individual basis, ltems considered when determining allowance amounts include the sustainability of the
counterparty’s business plan, its ability to improve performance once a financial difficulty has arisen, projected
receipts and the expected dividend payout should bankruptey ensue, the availability of other financial support
nnd the realizable value of collateral, and the timing of the expected cash flows, The impairment losses are
evaluated at each reporting date, unless unforeseen circumstances require more careful attention.

Calfeciively assessed alfowances

Allowances are nssessed collectively Tor losses on loans and advances that are noi significant (residendial
mortgages and unsecured consumer lending) and for individually significant loans and advances where there 15
not yet objective evidence of individunl impairment. Allowanees are evaluated on cach reporting date with each
porifolio receiving a separate review,

The collective assessment takes aceount of impairment that 13 likely to be present in the portfolio even though
there 15 not yet objective evidence of the impairment in an individunl nssessment.

Impairment losses are estimated by taking into consideration of the following information: historical losses on
the portlolio, current economie conditions, the approximate delay between the time a loss is likely o have been
incurred and the time it will be identified as requiring an individually assessed impairment allowance, and
expectoed rut_'u'lph-.' and recoveries once impuil'c.tl.

Loans aid advances neither past dae or impaired

Ihe table below shows the credit quality by class of asset for loans and advances neither past due or impaired,
based on the histarical counterparty default rates.

AMID ths,
2008 2007

Loans and advances (o customers
Privately held companies 1% 1%
Individuals 1% 1%%
Sole proprietors 1% %%

Past due and impaired loans

As of 31 December 2008, the Organization has no past due and individually impaired loans.
Market risk

Market risk 15 the risk that the fair value or future cash flows of financial instruments will Huctuate due to
changes in market variables such as interest rates and foreign exchange rates, The Organization hias no funds
received and lonns disbursed with floating interest rate. Except {or the concentrations within foreign currency,
the Organization has no other significant concentration of market risk,

Currency risk

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

The attnched notes 1227 are the inteeeal sart of 2008 Anniial Finaneial Statements Ay
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The Organization’s exposure 1o foreign currency exchange risk is as ollow:

AMDP ths,

Freely convertible

Armenian Drams . Totul
CUFFENCies

ASSETS
Cash and cash cquivalents 47,664 7 47,671
Lonns and advances 1o custoiners 177,637 . 177,637
Deposits with banks o 8 - 51,834
Total finaneial assets _ 277,135 I 277,142
LIABILITIES
Amounts due to financial institutions . . =
Borrowings DI - 0], 563
Total hinancial linbilities . 0] . 865 - 01,865
Met position as al 31 December 2008 . 7 7
Met position as at 31 December 2007

- & i

Freely convertible currencics represent mainly EUR and US dollar amounts,

Liguidity risk

Liguidity risk s the risk that the Organization will be unable to meet its payment obligations when they fall due
uinder norimal and stress circumstances. To hmit this risk, management hos nrrnged diversified ['unding SOUTCEs
in nddition to its core deposit base, manages assets with liquidity in mind, and monitors future cash Mows and
liquidity on a daily bases. This imcorporates an assessment of expected cash flows and the availability of high
prade collateral which could be used to secure additional funding if required.

The liguidity management of the Organization requires considering the level of liquid assets necessary to settle
obligations as they fall due: maintaining access to a range of funding sources; maintaining funding contingency
plang nnd monitoring balonce sheet liquidity ratios,

The table below summarises the maturity profile of the Organization’s lnancial Liabilities at 31 December 2008
based on contractual undiscounted repayment obligations, Repayiments which are subject 1o notice are treated as
i notice were o be given immediately,

AMD ths,

2008
Demand and . . )
. From w3 From3ito 12 From o5 More than .
less than | Fotal
monihs months years 5 yenrs
month
FINANCIAL
LIABILITIES
Amounts  due (o
financial - - - . -
mstitutions
Borrowing 915 - - . 90,950 91,664
Total undiscounted .
‘ 415 . . - 00,950 01,8645

financial linbilities

This sttnehisd it 1277 aee the inteoral mort af 2008 Annnal Finsneial Sratemenre .
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AMIY ihs,
2007
Demand and From 1 o3 From 3to 12 From | io 5 More than -
less than | ) I'otnl
months months years 5 years
month

FINANCIAL

LIABILITIES

Amounts  due 1o

financial . . - . : .
mstitubions

Borrowing - - - : . .

Total undiscounted
finnncinl linbilities

27, Capital adequacy

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

The Organization manages its capital structure and makes adjustments to it in the light of changes I CConomie
conditions and the risk characteristics of its activities, Mo changes were made in the oljectives, police and
processes [rom the previous years,

The risk-weighted assets are measured by means of a hicrarchy of risk weights classified according to the nature
of and reflecting an estimate of credit, market and operating risks,

The Central Bank of Armenin has set the minimal required total capifal at AMD 150,000 thousand, The
Organization has complied with all externally imposed capital requirements through the period.

The attached notes 1-27 are the inteeral part of 2008 Annual Financial Statements, L]
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