«Uuyuyu» UNL haiwhiipgud htwbuwjui hwpytnynipyniitin

2019p1fulpuish nklpnkdplph 31-pi wijupunywud wupyw hwdwp Qi wimigpunnpudpud gpulpugnigeyub hinn dhwuhb



SPAYKA
LIMITED LIABILITY COMPANY

CONSOLIDATED FINANCIAL STATEMENTS

31 DECEMBER 2019

YEREVAN 2020



Content

Audit Report

Consolidated Statement of profit or loss and other comprehensive income
Consolidated statement of financial position

Consolidated statement of changes in equity

Consolidated statement of cash flows

Notes to the consolidated financial statements

O oo~ O Wl

<



@ bakertilly

Baker Tilly Armenia CJSC

22 Hanrapetutyan Street

0010 Yerevan, Republic of Armenia
Tel: +374{110) 544-301

Tel: +374(10) 544-307/309

Fax: +374(10) 562-404

Email: info@bakertillyarmenia.com

www.bakertilly.am

9 July 2020
N 032010

CONFIRMED BY:

“#. GEVORGYAN

Managing Partner
Baker Tilly Armenia CISC

License for Audit services No UTE054,
Provided by the RA Ministry of Finance and Economy

INDEPENDENT AUDITOR’S REPORT

To the Participants of
Spayka LLC

Qualified Opinion

We have audited the consolidated financial statements of Spayka Limited Liability Company (the
“Company™), and its subsidiaries (the “Group”), which comprise the consolidated statement of
financial position as at 31 December 2019, the consolidated statements of profit or loss and other
comprehensive income, the consolidated changes in equity and the consolidated cash flows for the
year then ended, and notes to the consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, except for the possible effects of the matter described in the Basis for Qualified
Opinion section of our report, the accompanying consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31 December 2019, and of its
consolidated financial performance and its consolidated cash flows for the year then ended in
accordance with International Financial Reporting Standards (IFRSs).

ADVISORY * ASSURANCE ‘ACCOUNTING -TAX
Baker Tilly Armenia CJSC is a member of the global network of Baker Tilly International Lid., the members of which are
separate and independent legal entities.
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Basis for Qualified Opinion

There 1s an ongoing tax case against Davit Ghazaryan, the General Director and shareholder of
Spayka LLC, for possible indirect tax avoidance during prior years through another legal entity.
The State Revenue Committee, believes that this entity has been de facto under the control of
management of Spayka LLC and allegedly acted within the interests of Spayka LLC. The details
of the tax case are described in Note 25 of the financial statements. As described in Note 25,
although the Group has made AMD 1,000,000 thousand deposit to the unified account of State
Revenue Committee for Davit Ghazaryan to be released from custody, in the financial statements
for the year ended 31 December 2019 the Group did not recognize any provision for potential
liabilities that could possibly arise from this case. We were unable to obtain sufficient
appropriate audit evidence ourselves about possible liability, if any, arising from the case as of
31 December 2019, because the investigation is still ongoing. Consequently, we were unable to
determine whether any adjustments in respect of provision for liabilities attributable to the Group
arising from the tax case were necessary.

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditors’ Responsibilities for
the Audit of the Financial Statements section of our report. We are independent of the Group in
accordance with the International Ethics Standards Board for Accountants” Code of Ethics for
Professional Accountants (IESBA Code) and with the ethical requirements that are relevant to
our audit of the financial statements in Armenia, and we have fulfilled our ethical responsibilities
in accordance with these requirements, We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our qualified opinion.

Material Uncertainty Related to Going Concern

We draw attention to Note 2.2 in the financial statements, which indicates that the Group’s
revenues and operating profits have decreased by AMD 24,987,630 thousand and AMD
16,597,454 thousand respectively, as compared to prior year and, as of 31 December 2019 the
Group had overdue loan liabilities. In addition to this, the Group has noted further uncertainty
created by the COVID-19 pandemic. As stated in Note 2.2, these events or conditions, along
with other matters as set forth in Note 2.2, indicate that a material uncertainty exists that may
cast significant doubt on the Group’s ability to continue as a going concern. Our opinion 1s not
modified in respect of this matter.

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

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRS, 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 Group’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate
the Group or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting
process.

ADVISORY * ASSURANCE *ACCOUNTING *TAX
Baker Tilly Armenia CJSC is a member of the global network of Baker Tilly International Ltd., the members of which
are separate and independent legal entities.
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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:

e 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.

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

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

e 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 Group’s
ability to continue as a going concern. If we conclude that a material uncertainty exists,
then 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 Group to cease to continue as
a going concern,

e 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.

e Obtain sufficient appropriate audit evidence regarding the financial information or
business activities of the Group to express an opinion on the financial statements. We are
responsible for the direction, supervision and performance of the audit. We remain solely
responsible for our audit opinion.

We communicate with those charged with governance 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.

Auditor

b7 g
M. Mkrtchyan (_/2
09.07.2020

ADVISORY * ASSURANCE *ACCOUNTING ‘TAX
Baker Tilly Armenia CJSC is a member of the global network of Baker Tilly International Ltd., the members of which
are separate and independent legal entities,
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SPAY KA

Spayka LLC
Consolidated financial statements
for the year ended 31 December 2019

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER

COMPREHENSIVE INCOME

For the year ended 31 December 2019

Revenue

Cost of sales

Gross profit

Selling and distribution expenses
Administrative expenses
Other income

Other expenses

Operating profit

Other non-operating income
Net finance costs

Profit before tax

Income tax

(Loss)/Profit for the year

Other comprehensive income
Other comprehensive income
Total comprehensive (loss)/income

Thousand AMD

Notes 2019 2018

6 57,418,157 82,405,787
7 (43,838.877) (51,373,628)
13,579,280 31,032,159

8 (5,655,822) (6.795.643)
9 (2.267,084) (2.221.443)
10 205,263 538,701
i1 (1.889,941) (1,984,624)
3,971,696 20,569,150

12 238.862 .
13 (4,957,162) (3,688,263)
(746,604) 16,880,887

14 128.906 (1,515,054)
(617,698) 15,365,833

(617,698) 15,365,833

1-30 notes on pages 10-46 are an mtegral part of these consolidated financial statements.
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SPAY KA

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 December 2019

Spayka LLC

Consolidated financial statements
for the year ended 31 December 2019

Thousand AMD
Notes 2019 2018
Assets
Non-current assets
Property, plant and equipment 15 132,505,866 114,259,601
Intangible assets 16 66,071 37,559
Deferred tax assets 14 283,511 191,683
Trade and other receivables 20 365,855 2,161,690
Total non-current assets 133,221,303 116,650,533
Current assets
Inventories 17 4,304,798 5,209,402
Biological assets I8 3,529,296 1,230,148
Cash and cash equivalents 19 545,855 1,325,143
Trade and other receivables 20 9,433,348 8,593,033
Total current assefs 17,813,297 16,357,726
Total assets 151,034,600 133,008,259
Equity and Liabilities
Equity
Share Capital 21.1 6,194,169 6,194,169
Additional Paid in Capital 21.2 5,637,355 5,637,355
Revaluation Reserve 213 1,144,292 1,144,292
Retained Earnings 41,147,572 41,765,270
Total equity 54,123,388 54,741,086
Non-current liabilities
Loans and borrowings 22 62,407.135 63,167,619
Deferred income 23 6,130,804 6.369.666
Deferred tax liabilities 14 234,264 271,342
Taotal non-current liabilities 68,772,203 69,808,627
Current liabilifjes
21 26,218,941 7,091,964
24 1,920,068 1,310,331
- 56,251
28,139,009 8,458,546
151,034,600 133,008,259

Z*" )
ég‘g\f}zm s Hakobyan
iiefAccountant

9 July 2020

1-30 notes on pages 10-46 are an mtegral part of these consolidated financial statements.
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SPAY KA

Spayka LLC

Consolidated financial statements
for the year ended 31 December 2019

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2019

Balance at 1 January 2018
Comprehensive income

Profit for the year

Other comprehensive incone

Total comprehensive income for the year
Balance at 31 December 2018

Balance at 1 January 2019
Comprehensive income

Loss for the year

Other comprehensive income

Total comprehensive income for the year
Balance at 31 December 2019

Thousand AMD
Share Addftm-nal Revaluation Retained Total
capital Paid in Reserve earnings equity
P Capital g e
6,194,169 5,637,355 1,144,292 26,399,437 39,375,253
- - - 153,365,833 15,365,833
- - - 15,365,833 15,365,833
6,194,169 5,637,355 1,144,292 41,765,270 54,741,086
6,194,169 5,637,355 1,144,292 41,765,270 54,741,086
- - - (617,698) (617,698)
- - - (617,698) (617,698)
6,194,169 5,637,355 1,144,292 41,147,572 54,123,388

1-30 notes on pages 10-46 are an integral part of these consolidated financial statements.
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SPAY KA

Spayka LLC

Consoclidated financial statements

CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 December 2019

(Loss)/Profit for the year
Adjustments for:
Depreciation
Amortization
Impairment — Inventories
Impairment and write off— Trade and other receivables
Income from forgiven payables
Income from government grants
Income from sale of Property plant and equipment
Unrealised foreign exchange loss
Interest income
Interest expense
Income tax
Cash flows from/(used in) operations before working capital changes
Changes in:
Inventories
Biological assets
Trade and other receivables
Trade and other payables
Cash flows from operations
Tax paid
Net cash flows from operating activities

Cash flows from investing activities

Acquisition of property, plant and equipment
Acquisition of intangible assets

Proceeds from sale of property, plant and equipment
Net loans provided

Interest received

Net cash flows used in investing activities

Cash flows from financing activities
Net proceeds from borrowings

Interest paid

Net cash flows from financing activities

Net decrease in cash and cash equivalents

Foreign exchange effects on cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

for the year ended 31 December 2019

Thousand AMD

2019 2018
(617,698) 15,365,833
4,121,540 3,234,658
7,578 5.430
1,317,991 1,438,943
348,432 84.873
(63,173) (257.157)
(238.862) .
- 215
349,870 835,724
(50,796) (3,661)
4,592,789 2,960,634
(128,906) 1,515,054
9,638,765 25,180,546
(413,387) (447,995)
(1,602,707) (669,273)
815,337 (325,741)
413,078 (4,627.849)
8,851,086 19,109,688
(56,251) (1,553,000)
8,794,835 17,556,688
(23.,064,984) (36,251,115)
(36.090) (18.661)
- 2,488
- 600,300
50,796 3.661
(23,050,278) (35,663,327)
17,095,068 22,317,445
(3.602,106) (3.425,503)
13,492,962 18,891,942
(762,481) 785,303
(16,807) (21.394)
1,325,143 561,234
545,855 1,325,143

1-30 notes on pages 10-46 are an integral part of these consolidated financial statements.
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Spayka LLC
SPAY KA Notes to the consolidated financial statements
for the year ended 31 December 2019

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019

1. INCORPORATION AND PRINCIPAL ACTIVITIES

The consolidated financial statements for the year ended 31 December 2019 consist of the financial
statements of the Spayka LL.C (the “Company™) and its subsidiaries: Spayka-Georgia LLC, Greenhouse
LLC and Caucasfood LLC (which together are referred to as "the Group").

Spayka LLC was incorporated in 2001 under the laws of Republic of Armenia by Davit Ghazaryan. Its

registered Office is at 007 Arshakunyats Avenue 252, Yerevan, Republic of Armenia. Main activities of
the Company are:

e Sale/export of agricultural products

Production of agricultural produce
# Production of blue chees

* International transportation,

e Maintenance services for trucks

e Processing of agricultural produce

Spayka-Georgia LLC was incorporated in 2010 under the laws of Republic of Georgia. Its registered
Office is at village Digomi, Saburtalini region, Tibilisi, Georgia. The Spayka-Georgia LLC acts as a
vehicle for organising the acquisition of fruits in the territory of Georgia and their export to Russia.

Greenhouse LLC was acquired by Spayka LLC during 2017. It was incorporated in 2011 under the laws
of Republic of Armenia. Its registered office is at 54 Dsereteli Street, 0043 Yerevan, Armenia.
Greenhouse LLC mainly owns greenhouses used for producing fresh vegetables.

Caucasfood LLC was acquired by Spayka LLC during 2017. It was incorporated in 2013 under the laws
of Republic of Armenia. Its registered office is at 56/2 Garegin Nzhdeh Street, 0006 Yerevan, Armenia.
Caucasfood LLC mainly owns orchards used for producing and harvesting fresh fruits.

The total number of Group employees amounted to 2,054 as of 31 December 2019 (as of 31 December
2018: 1,599 employees).

2. BASIS OF PREPARATION

2.1 Statement of compliance

The consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRSs) as issued by the International Accounting Standards Board (“JASB”).

10



Spayka LLC
SPAY KA Notes to the consolidated financial statements
for the year ended 31 December 2019

2.2 Going concern basis of accounting

The consolidated financial statements have been prepared on a going concern basis and the Group will
continue its operations for the foreseeable future.

During the year ended 31 December 2019 the Group recorded an accounting net loss of AMD 617,698
thousand, and the Group’s revenues and operating profits have decreased by AMD 24,987,630 thousand
(around 30.3%) and AMD 16,597,454 (around 80%) respectively, as compared to prior year. As of 31
December 2019 the Group’s current loan liabilities amounted to AMD 26,218,941. The Management of
the Group believes that this is a reflection of negative impact of the tax case/dispute (as described in Note
25) on Group’s financial performance, which forced the Group to downshift its profitable high margin
trading operations significantly, caused serious delays in Group’s planned capital investment projects and
financing projects and made reputable world class credit rating agency to recall its credit rating
assignment,

As mentioned in Note 21, as of 31 December 2019 the Group had overdue loan payments in the total
amount of AMD 1,691,629 thousand. To date the overdue loan balances of the Group had amounted to
USD 7.3 million and EURO 4 8 million. In addition, the Group had bank loans with carrying amounts of
AMD 16,153,894 thousand, AMD 10,737,271 thousand and AMD 4,120,270 at 31 December 2019, the
loan agreements of which provided for certain financial covenants, and as of 31 December 2019 some of
these financial covenants were not met by the Group. Although the aforementioned cases may constitute
an event of default in respect of secured bank loans, in which case the loans may become repayable on
demand, however, up to date none of the lenders had called on default. Accordingly. the respective loans
were not classified as payable on demand as of 31 December 2019.

In appreciation of the Group’s strategic importance for the agricultural sector of Armenia and economy in
general, the Group's role in refining competitive advantage of the country’s agriproduct export, during
2020 lenders have concluded to form a Lenders Club to monitor the Group’s financial performance on a
weekly basis, assist the Group to pursue its further development plans, ensure synchronized lenders’
process and facilitate repayment of loans. The Management of the Group has started negotiations with all
lenders to achieve revised repayment terms based on the agreed business plan and financial forecasts.

Additionally, as described in Note 30 a trade receivable from a single counterparty has increased to
around RUR 360 million as of to-date. However, the management considers that the amounts are
recoverable and will be repaid in near future.

As described in Note 25, there is an ongoing Tax case against the General Director of Spayka LLC for an
alleged tax avoidance, which as per Group’s Management will have no going concern impact on the
Group.

The financial performance of the Group for the year ended 31 December 2019 and thereafter, has been
largely affected by the Tax case (as described in Note 25) and further uncertainty created by the COVID-
19. The Management expects the financial performance of the Group to continue recovering and
stabilizing once the Tax case is resolved and post COVID-19 paradigm flattens as a new norm.

The Management anticipates renegotiating the terms of existing loans and possible obligations and that
any additional repayments required will be met out of operating cash flows. repayment of outstanding
trade receivables or from alternative forms of capital raising such as new or revised loans/credit lines.
issue of bonds, private placements or asset sales. Management has access to underwriters and a plan for
issuing bonds or equity raising, if required.

Management acknowledges that certain uncertainty remains over the Group’s ability to refinance or repay
its loan facilities as they fall due. However, as described above, management has a reasonable expectation
that the Group has adequate resources to continue in operational existence for the foreseeable future. If
for any reason the Group is unable to continue as a going concern, then this could have an impact on the
Group’s ability to realise assets at their recognised values and to extinguish habilities in the normal
course of business at the amounts stated in the consolidated financial statements.
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Spayka LLC
SPAY A Notes to the consolidated financial statements
for the year ended 31 December 2019

2.3 Basis of measurement

The consolidated financial statements have been prepared under the historical cost convention, except in
the case of land and buildings, bearer plants and under construction bearer plants which are stated at their
revalued amounts.

2.4 Functional and presentation currency

The national currency of the Republic of Armenia is the Armenian Dram (*AMD”), which is the Group’s
functional currency and the currency in which these consolidated financial statements are presented. All
amounts have been rounded to the nearest thousand.

2.5 Use of estimates and judgments

The preparation of consolidated financial statements in accordance with IFRS requires from Management
the exercise of judgment, to make estimates and assumptions that influence the application of accounting
principles and the related amounts of assets and liabilities, income and expenses. The estimates and
underlying assumptions are based on historical experience and various other factors that are deemed to be
reasonable based on knowledge available at that time. Actual results may deviate from such estimates.

The estimates and underlying assumptions are revised on a continuous basis. Revisions in accounting
estimates are recognised in the period during which the estimate is revised, if the estimate affects only
that period, or in the period of the revision and future periods, if the revision affects the present as well as
future periods.

In particular, information about significant areas of estimation, uncertainty and critical judgments in
applying accounting policies that have the most significant effect on the amount recognised in the
consolidated financial statements are described below:

Useful lives of property and equipment

Management has estimated useful lives of the property, plant and equipment. Management believes
that estimated useful lives of the property, plant and equipment are not materially different from
economical lives of those assets. If actual useful lives of property, plant and equipment are different
from estimations, financial statements may be materially different.

Measurement of fair values

A number of Company’s accounting policies and disclosures require the measurement of fair values
for financial assets and liabilities.

When measuring the fair value of an asset or a liability, the Company uses market observable data as
far as possible. Fair values are categorised into different levels in a fair value hierarchy based on the
inputs used in the valuation techniques as follows:

e Level I: quoted prices (unadjusted) in active markets for identical assets or liabilities.

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

e Level 3: inputs for the asset or liability that are not based on observable market data
(unobservable inputs).

If the inputs used to measure the fair value of an asset or a liability might be categorised in different
levels of the fair value hierarchy, then the fair value measurement is categorised in its entirety in the
same level of the fair value hierarchy as the lowest level input that is significant to the entire
measurement.

12



Spayka LLC
SPAY KA Notes to the consolidated financial statements
far the year ended 31 December 2019

Measurement. Provision for bad and doubtful debts

The Company reviews its trade and other receivables for evidence of their recoverability. Such
evidence includes the customer's payment record and the customer's overall financial position. If
indications of irrecoverability exist, the recoverable amount is estimated and a respective provision
for bad and doubtful debts is made. The amount of the provision is charged through the profit or loss.
The review of credit risk is continuous and the methodology and assumptions used for estimating the
provision are reviewed regularly and adjusted accordingly.

Provision for obsolete and slow-moving inventory

The Group reviews its inventory records for evidence regarding the saleability of inventory and its
net realizable value on disposal. The provision for obsolete and slow-moving inventory is based on
management's past experience, taking into consideration the value of inventory as well as the
movement and the level of stock of each category of inventory.

The amount of provision is recognized in the profit or loss. The review of the net realisable value of
the inventory is continuous and the methodology and assumptions used for estimating the provision
for obsolete and slow-moving inventory are reviewed regularly and adjusted accordingly.

Income taxes

Significant judgment is required in determining the provision for income taxes. There are
transactions and calculations for which the ultimate tax determination is uncertain during the
ordinary course of business. The Group recognises liabilities for anticipated tax audit issues based on
esttmates of whether additional taxes will be due. Where the final tax outcome of these matters is
different from the amounts that were initially recorded, such differences will impact the income tax
and deferred tax provisions in the period in which such determination is made.

3. SIGNIFICANT ACCOUNTING POLICIES

The following accounting policies have been applied consistently for all the years presented in these
consolidated financial statements and in stating the financial position of the Group. The accounting
policies have been consistently applied by all companies of the Group.

3.1  Basis of consolidation

Subsidiaries are entities controlled by the Group. Control exists where the Group has the power to govern
the financial and operating policies of an entity so as to obtain benefits from its activities.

The financial statements of subsidiaries acquired or disposed of during the year are included in the
consolidated statement of comprehensive income from the date that control commences until the date
control ceases. Intra-group balances, and any unrealised income and expenses arising from intra-group
transactions are eliminated in preparing consolidated financial statements.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies into line with those used by other members of the Group.
3.2 Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable and represents amounts
receivable goods and services provided in the normal course of business, net of discounts and sales
related taxes. Revenues earned by the Group are recognised on the following bases:

13



Spayka LLC
SPAY KA Notes to the consolidated financial statements
for the year ended 31 December 2019

Sale of goods

Sales of goods are recognised when significant risks and rewards of ownership of the goods have
been transferred to the customer, which is usually when the Group has sold or delivered goods to the
customer, the customer has accepted the goods and collectability of the related receivable is
reasonably assured.

Rendering of services

Sales of services are recognised in the accounting period in which the services are rendered by
reference to completion of the specific transaction assessed on the basis of the actual service
provided as a proportion of the total services to be provided.

3.3 Finance income and expense

The Company’s finance income and finance costs include:

e Interest income;
e Interest expense;
e Net foreign currency gain or loss on financial assets and financial liabilities.

Interest income or expense is recognised using the effective interest method. Borrowing costs that are
directly attributable to the acquisition, construction or production of a qualifying asset are capitalised on
the respective qualifying asset.

34 Payments to employees

Salaries and other employee benefits are measured on an undiscounted basis and are expensed in the
period during which the related service is provided.

35 Foreign currency transactions

Transactions in foreign currencies are ftranslated to the AMD at exchange rates at the dates of the
transactions, as issued by Central Bank of Armenia.

Monetary assets and liabilities denominated in foreign currencies at the reporting date are translated to the
functional currency at the exchange rate at that date, as issued by Central Bank of Armenia. The foreign
currency gain or loss on monetary items is the difference between amortised cost in the functional
currency at the beginning of the period, adjusted for effective interest and payments during the period,
and the amortised cost in foreign currency translated at the exchange rate at the end of the reporting
period.

Non-monetary items in a foreign currency that are measured based on historical cost are translated using
the exchange rate at the date of the transaction.

Foreign currency differences arising in translation are recognised in profit or loss.
3.6 Income tax

Income tax expense comprises current and deferred tax. It is recognised in profit or loss except to the
extent that it relates to items recognised directly in equity or in other comprehensive income.

14



Spayka LLC

SPAY IO Notes to the consolidated financial statements
for the year ended 31 December 2019
Current tax

Current tax comprises the expected tax payable or receivable on the taxable income or loss for the year,
using tax rates enacted or substantively enacted at the reporting date, and any adjustment to tax payable in
respect of previous years. Income or loss related to certain activities of the Company, such as
international transportation is subject to presumptive tax and is excluded from the calculation of the
current tax. Presumptive tax is based on fixed parameters of the Company, such as number of trucks
rather than on actual income or loss from such activities. Presumptive tax was recognised in other
operating expenses.

Deferred tax

Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not
recognised for temporary differences on the initial recognition of assets or liabilities in a transaction that
is not a business combination and that affects neither accounting nor taxable profit or loss.

A deferred tax asset is recognised for unused tax losses and deductible temporary differences. to the
extent that it is probable that future taxable profits will be available against which they can be used.
Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer
probable that the related tax benefit will be realised.

Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences when
they reverse, based on the laws that have been enacted or substantively enacted by the reporting date.

The measurement of deferred tax reflects the tax consequences that would follow the manner in which the
Company expects, at the end of the reporting period, to recover or settle the carrying amount of its assets
and liabilities. Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset
current tax assets and liabilities, and they relate to income taxes levied by the same tax authority on the
same taxable entity, or on different tax entities, but they intend to settle current tax liabilities and assets
on a net basis or their tax assets and liabilities will be realized simultaneously.

In determining the amount of current and deferred tax the Company takes into account the impact of
uncertain tax positions and whether additional taxes, penalties and late-payment interest may be due. The
Company believes that its accruals for tax liabilities are adequate for all open tax years based on its
assessment of many factors, including interpretations of tax law and prior experience.

This assessment relies on estimates and assumptions and may involve a series of judgments about future
events. New information may become available that causes the Company to change its judgment
regarding the adequacy of existing tax liabilities; such changes to tax liabilities will impact the tax
expense in the period that such a determination is made.

3.7 Property, plant and equipment

Property, plant and equipment are measured at cost less accumulated depreciation and impairment losses.
Except for Land and buildings, which are stated in the statement of financial position at their revalued
amounts,

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of self
constructed assets includes the cost of materials and direct labour, any other costs directly attributable to
bringing the asset to a working condition for their intended use, the costs of dismantling and removing the
items and restoring the site on which they are located, and capitalised borrowing costs. Purchased

software that is integral to the functionality of the related equipment is capitalised as part of that
equipment.
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Revaluations of Land and buildings are performed with sufficient regularity such that the carrying amount
does not differ materially from that which would be determined using fair values at the reporting date.
Revaluations are performed on the entire category of the fixed assets.

Any revaluation increase arising on the revaluation of such land and buildings is recognised in other
comprehensive income and then credited to the properties revaluation reserve, except to the extent that it
reverses a revaluation decrease for the same asset previously recognised in profit or loss, in which case
the increase is credited to profit or loss to the extent of the decrease previously charged. A decrease in
carrying amount arising on the revaluation of such land and buildings is charged to profit or loss to the
extent that it exceeds the balance, if any, held in the properties revaluation reserve relating to a previous
revaluation of that asset.

When an item of property, plant and equipment comprises major components having different useful
lives, they are accounted for as separate items of property, plant and equipment.

Any gain or loss on disposal of an item of property and equipment is determined by comparing the
proceeds from disposal with the carrying amount of property and equipment, and is recognised net within
other income/other expenses in profit or loss.

The cost of replacing a component of an item of property and equipment is recognised in the carrying
amount of the item if it is probable that the future economic benefits embodied within the component will
flow to the Company, and its cost can be measured reliably. The carrying amount of the replaced
component is derecognised. The costs of the day-to-day servicing of property and equipment are
recognised in profit or loss as incurred.

Depreciation

Items of property and equipment are depreciated from the date that they are installed and are ready for
use, or in respect of internally constructed assets, from the date that the asset is completed and ready for
use. Depreciation is based on the cost of an asset less its estimated residual value.

Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful lives of each
part of an item of property and equipment, since this most closely reflects the expected pattern of
consumption of the future economic benefits embodied in the asset, except for vehicles used in
International transportation, which are depreciated based on unit of production; each kilometer of
exploitation. Land is not depreciated.

The estimated useful lives of significant items of property and equipment for the current and comparative
periods are as follows:

Years
Buildings 50
Plant and equipment 5-20
Other vehicles 10
Furniture, fittings and other 5

Depreciation methods, useful lives and residual values are reassessed at each reporting date and adjusted
if appropriate.

3.8 Intangible assets

Intangible assets that are acquired by the Company, which have finite useful lives, are measured at cost
less accumulated amortisation and accumulated impairment losses.
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Subsequent expenditure is capitalised only when it increases the future economic benefits embodied in
the specific asset to which it relates. All other expenditure is recognised in the profit or loss as incurred.

Amortisation is recognised in profit or loss on a straight-line basis over the estimated useful lives of
intangible assets, from the date that they are available for use since this most closely reflects the expected
pattern of consumption of future economic benefits embodied in the asset. The estimated useful lives for
intangible assets are 10 years for the current and comparative periods.

Amortisation methods, useful lives and residual values are reviewed at each financial year end and
adjusted if appropriate.

3.9 Biological assets

Except for agricultural produce at the stage of growth/biological transformation prior to harvest,
biological assets are measured at fair value less costs to sell with any changes there in recognized in profit
and loss.

Agricultural produce at the stage of growth/transformation and prior to harvest, are recognized at cost.
Which are subsequently measured at fair value less costs to sell upon harvest with any changes there in
recognized in profit and loss.

3.10 Inventories

Inventories are stated at the lower of cost and net realisable value. The cost is determined using the
weighted average method, which includes purchase cost, production or replacement costs and costs
associated with bringing the inventory to current place and condition. In the case of manufactured
inventories or work in progress, cost includes an appropriate share of production overheads based on
normal operating capacity.

Net realisable value is the estimated selling price in the ordinary course of business, less the costs to
completion and selling expenses.

3.11 Government grants

Government grants are recognised where there is reasonable assurance that the grant will be received and
all attached conditions will be complied with. When the grant relates to an expense item, it is recognised
as income over the period necessary to match the grant on a systematic basis to the costs that it is
intended to compensate. Where the grant relates to an asset, it is recognised as deferred income and
released to income in equal amounts over the expected useful life of the related asset.

3.12 Financial instruments

Recognition and initial measurement

Trade receivables and debt securities issued are initially recognised when they are originated. All other
financial assets and financial liabilities are initially recognised when the Group becomes a party to the
contractual provisions of the instrument.

A financial asset (unless it is a trade receivable without a significant financing component) or financial
ligbility is initially measured at fair value plus, for an item not at FVTPL, transaction costs that are
directly attributable to its acquisition or issue. A trade receivable without a significant financing
component is initially measured at the transaction price.
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Classification and subsequent measurement
Financial assets

On initial recognition, a financial asset is classified as measured at: amortised cost; FVOCI — debt
investment; FVOCI — equity investment; or FVTPL.

Financial assets are not reclassified subsequent to their inifial recognition unless the Group changes its
business model for managing financial assets, in which case all affected financial assets are reclassified
on the first day of the first reporting period following the change in the business model.

A financial asset is measured at amortised cost if it meets both of the following conditions and is not
designated as at FVTPL:

e it is held within a business model whose objective is to hold assets to collect contractual cash
flows; and

e its contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

A debt investment is measured at FVOCI if it meets both of the following conditions and is not
designated as at FVTPL:

e it is held within a business model whose objective is achieved by both collecting contractual cash
flows and selling financial assets; and

e its contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

All financial assets not classified as measured at amortised cost or FVOCI as described above are
measured at FVTPL. This includes all derivative financial assets. On initial recognition, the Group may
irrevocably designate a financial asset that otherwise meets the requirements to be measured at amortised
cost or at FVOCI as at FVTPL if doing so eliminates or significantly reduces an accounting mismatch that
would otherwise arise.

Financial assets at FVTPL: These assets are subsequently measured at fair value. Net gains and losses,
including any interest or dividend income, are recognised in profit or loss.

Financial assets at amortised cost: These assets are subsequently measured at amortised cost using the
effective interest method. The amortised cost is reduced by impairment losses. Interest income, foreign
exchange gains and losses and impairment are recognised in profit or loss. Any gain or loss on
derecognition is recognised in profit or loss.

Debt investments at FVOCI: These assets are subsequently measured at fair value. Interest income
calculated using the effective interest method, foreign exchange gains and losses and impairment are
recognised in profit or loss. Other net gains and losses are recognised in OCI. On derecognition, gains and
losses accumulated in OCI are reclassified to profit or loss.

Equity investments at FVOCI These assets are subsequently measured at fair value. Dividends are
recognised as income in profit or loss unless the dividend clearly represents a recovery of part of the cost
of the investment. Other net gains and losses are recognised in OCI and are never reclassified to profit or
loss.

Financial liabilities

Financial liabilities are classified as measured at amortised cost or FVTPL. A financial hability is
classified as at FVTPL if it is classified as held-for-trading, it is a derivative or it is designated as such on
initial recognition. Financial habilities at FVTPL are measured at fair value and net gains and losses,
including any interest expense, are recognised in profit or loss. Other financial liabilities are subsequently
measured at amortised cost using the effective interest method. Interest expense and foreign exchange

gains and losses are recognised in profit or loss. Any gain or loss on derecognition is also recognised in
profit or loss.
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Derecognition
Financial assets

The Group derecognises a financial asset when the contractual rights to the cash flows from the financial
asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in which
substantially all of the risks and rewards of ownership of the financial asset are transferred or in which the
Group neither transfers nor retains substantially all of the risks and rewards of ownership and it does not
retain control of the financial asset.

The Group enters into transactions whereby it transfers assets recognised in its statement of financial
position, but retains either all or substantially all of the risks and rewards of the transferred assets. In these
cases, the transferred assets are not derecognised.

Financial liabilities
The Group derecognises a financial liability when its contractual obligations are discharged or cancelled.
or expire. The Group also derecognises a financial liability when its terms are modified and the cash

flows of the modified liability are substantially different, in which case a new financial liability based on
the modified terms is recognised at fair value.

On derecognition of a financial liability, the difference between the carrying amount extinguished and the

consideration paid (including any non-cash assets transterred or liabilities assumed) is recognised in profit
or loss.

Offsetting

Financial assets and financial liabilities are offset and the net amount presented in the statement of
financial position when, and only when, the Group currently has a legally enforceable right to set off the
amounts and it intends either to settle them on a net basis or to realise the asset and settle the liability
simultaneously.

3.13 Impairment
Impairment of property and equipment and intangible assets

Assets that have an indefinite useful life are not subject to amortization and are tested annually for
impairment. Assets that are subject to amortization are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be recoverable. An impairment loss
is recognized for the amount by which the asset’s carrying amount exceeds its recoverable amount.

Recoverable amount is the higher of net selling price and value in use. If the recoverable amount of an
asset or cash-generating unit is estimated to be less than its carrying amount, the carrying amount of the
asset or cash-generating unit is reduced to its recoverable amount. Impairment losses are recognized in
the statement of comprehensive income as an expense immediately, unless the relevant asset is carried at
a revalued amount, in which case the impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset or cash-generating unit
is increased to the revised estimate of its recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been determined had no impairment loss recognized
for the asset or cash-generating unit in prior years. A reversal of an impairment loss is recognized as
income immediately, unless the relevant asset is carried at a revalued amount, in which case any reversal
of impairment loss is treated as a revaluation increase.

Impairment of financial assets

Financial assets. other than those at fair value through profit or loss, are assessed for indicators of
impairment at each reporting date. Financial assets are impaired where there is objective evidence that, as
a result of one or more events that occurred after the initial recognition of the financial asset, the
estimated future cash flows of the investment have been impacted.
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For financial assets carried at amortized cost, the amount of the impairment is the difference between the
asset’s carrying amount and the present value of estimated future cash flows, discounted at the original
effective interest rate. The carrying amount of the financial asset is reduced by the impairment loss
directly for all financial assets with the exception of trade receivables where the carrying amount is
reduced through the use of an allowance account.

With the exception of available-for-sale equity instruments, if, in a subsequent period, the amount of the
impairment loss decreases and the decrease can be related objectively to an event occurring after the
impairment was recognized, the previously recognized impairment loss is reversed through profit or loss
to the extent that the carrying amount of the investment at the date the impairment is reversed does not
exceed what the amortized cost would have been had the impairment not been recognized.

3.14 Leases

Where substantially all of the risks and rewards incidental to ownership of a leased asset have been
transferred to the Company (a "finance lease"), the asset is treated as if it had been purchased outright.
The amount initially recognised as an asset is the lower of the fair value of the leased property and the
present value of the minimum lease payments payable over the term of the lease. The corresponding lease
commitment is shown as a liability. Lease payments are analysed between capital and interest. The
interest element is charged to the consolidated statement of comprehensive income over the period of the
lease and is calculated so that it represents a constant proportion of the lease liability. The capital element
reduces the balance owed to the lessor.

Where substantially all of the risks and rewards incidental to ownership are not transferred to the
Company (an "operating lease"), at inception of a contract, the Group assesses whether a contract is, or
contains, a lease. A contract is, or contains, a lease if the contract conveys the right to control the use of
an identified asset for a period of time in exchange for consideration. To assess whether a contract
conveys the right to control the use of an identified asset, the Group uses the definition of a lease in IFRS
16. This policy is applied to contracts entered into, on or after 1 January 2019.

As a lessee

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

Right-of-use assels

The Group recognises right-of-use assets at the commencement date of the lease (i.e., the date the
underlying asset is available for use). Right-of-use assets are measured at cost, less any accumulated
depreciation 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 less any lease incentives received. Unless the
Group 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 straight-line basis over the shorter of its estimated
useful life and the lease term. Right-of-use assets are subject to impairment.

Lease liabilities

At the commencement date of the lease, the Group recognises lease liabilities measured at the present
value of lease payments to 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 rate, and amounts expected to be paid under residual value guarantees. The lease
payments also include the exercise price of a purchase option reasonably certain to be exercised by the
Group and payments of penalties for terminating a lease, if the lease term reflects the Group 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.
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In calculating the present value of lease payments, the Group 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 and leases of low-value assets

The Group has elected not to recognise right-of-use assets and lease liabilities for leases oflow-value
assets and short-term leases, including IT equipment. The Group recognises the lease payments associated
with these leases as an expense on a straight-line basis over the lease term.

3.15 Provisions

A provision is recognised if, as a result of a past event, the Company has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will be
required to settle the obligation. Provisions are determined by discounting the expected future cash flows
at a pre-tax rate that reflects current market assessments of the time value of money and the risks specific
to the liability. The unwinding of the discount is recognised as finance cost.

3.16 Share Capital

Ordinary shares issued by the Company, recognised based on their nominal values.

3.17 Dividends

Dividends are recognised as liability in the period in which they are declared.

3.18 Segment reporting

An operating segment is a component of the Group that engages in business activities from which it may
earn revenues and incur expenses (including revenues and expenses related to transactions with other
components of the Group; whose operating results are regularly reviewed by the management to make
decisions about resources to be allocated to the segment and assess its performance.

3.19 Comparative figures

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

4. ADOPTION OF NEW AND REVISED STANDARDS

In the current year the Company has adopted all of the new and revised Standards and Interpretations
issued by the International Accounting Standards Board (the “IASB") and International Financial
Reporting Interpretations Committee (the “IFRIC™) of the [ASB that are relevant to its operations and
effective for annual reporting periods beginning on 1 January 2019. Although these new standards and
amendments are applied for the first time in 2019, they did not have a material impact on the annual
consolidated financial statements of the Group.
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Standards and interpretations that have not yet been effective

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

Amendments to JAS 7 and I4S 8: Definition of Material

In October 2018, the IASB issued amendments to IAS 1 Presentation of Financial Statements and [AS 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 influence
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 Group’s
consolidated financial statements.

5. OPERATING SEGMENTS

The main activities of the Group comprise of 6 main operations which are its reportable segments. The
summary description of the reportable segments is presented below:

1) Sale/export of agricultural products

The Group implements seasonal collection of different fresh fruits and vegetables in Armenia and
Georgia, as well as produces agricultural produce such as fruits and vegetables. These fruits and
vegetables are stored in the refrigerated warehouses of the Group and are mainly exported.

The Group also purchases and exports to Russia dairy products. The Group has supply contracts
with major retail chains in Russia,

The agricultural products are mainly exported under the trademarks “Ararat Fruit” and “Ararat
Food”.

This is the largest segment of the Group in terms of revenues and gross profits.

2} International transportation

The Group provides third party International transportation services mainly to importers to
Armenia. The Group provides international transportation service mainly using its own trucks;
however, in case of necessity it also engages rented trucks. The Group owns more than 300
Volvo and Krone/Schmitz trucks.

The International transportation segment largely serves as a support to the main segment of
Sale/export of agricultural products. In addition, it provides economies of scale by generating
additional external revenues.
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3) Production of agricultural produce

During the recent years the Group has been increasingly developing the segment of own
production of agricultural produce (fresh fruits and vegetables), which mainly comprise of
operation of greenhouse areas, open field cultivation of vegetables and fruits and cultivation of
fruit orchards. The fruits and vegetables produced are exported by the Group as part of its main
segment of Sale/export of agricultural products.

During 2019, the Group has completed the construction and subsequently started the operation of
around 50 hectares of greenhouse area, thus increasing the total greenhouse area operated by the
Group to over 105 hectares.

During 2018 and 2019 the Group has completed the construction and planting of around 50
hectares of fruit orchards, thus increasing total cultivation of fruit orchards to more than 125
hectares (mainly apricot, cherry, apple, plum and pear). In addition, as of 31 December of 2019
the Group has started the construction of around 300 hectares of intensive orchards. 425 hectares
are expected to mature for fruit harvesting by 2021-2022.

During 2018 the Group has completed the construction of around 80 hectares of open field
cultivation, thus increasing the open field cultivation area to around 127 hectares (radish, melon
and garlic).

4) Servicing trucks

The Company has constructed a maintenance service center for trucks, which is the official
representative of Volvo Trucks in Armenia. The Service center has been put into operation during
the vear ended 31 December 2016. It provides services to the Company’s own trucks as well as to
third parties,

5) Production of blue cheese

During 2017 the Group has started construction of a blue cheese factory. For this purpose, it has
received a plot of land under Government grant and has signed a loan agreement with a credit
institution to finance the purchase of the equipment - production line for blue cheese.

During 2019 the Blue Cheese factory has been put it into operation and the Group started to
produce and sell blue cheese, mainly for export, under the trademark “Sambiel”.

Other segments mainly comprise of production of canary, production of plastic boxes and commission
services.

Information relating to each reportable segment is set out below. The management monitors the reports of
the operating segments and makes strategic decisions based on the operational results. Operating profit of
each segment is used to measure results because the management believes that this information is the
most relevant in evaluating the results.
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SPAY KA

Spayka LLC

Notes to the consolidated financial statements

for the year ended 31 December 2019

Reconciliation of information on reportable segments to IFRS measures

The information on reportable segments reconciles with the amounts in IFRS financial statements on the

following basis;

Revenue

Reportable Segments

Other Segments

Elimination of inter-segment revenue
Consolidated revenue

Operating profit
Reportable Segments
Other Segments
Unallocated amounts

Consolidated operating profit

Assets

Reportable Segments
Other Segments
Unallocated amounts
Consolidated total assets

Liabilities
Reportable Segments
Other Segments
Unallocated amounts

Consolidated total liabilities

Revenue analysis based on geographical locations

Russia
Armenia
UAE

EU and Eastern Europe

Thousand AMD

2019 2018
73,902,248 97.727.480
541,941 534,197
(17,026,032) (15,855,890)
57,418,157 82,405,787
5339413 21,418,307
22.640 132,117
(1,390,357) (981,274)
3,971,696 20,569,150
145,569,150 126,656,345
3,236,324 2,628,447
2,229,126 3,723,467
151,034,600 133,008,259
96,385,201 78,004,064
286,060 135,711
239,945 127,398
96,911,212 78,267,173
Thousand AMD

2019 2018
51,251,809 74,337,175
5,297,065 5,083,331
N 2,777,156
869,283 208,125
57,418,157 82,405,787
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6. REVENUE

Thousand AMD

2019 2018
Sales of agricultural products 52,366,446 77,062,456
International transportation services 4,300,686 4,466,372
Truck servicing 209,084 342,762
Other 541,941 534,197
57,418,157 82,405,787

Sales of agricultural products comprise export of fresh fruits and vegetables and dairy products mainly to
Russian market.

Other revenue mainly comprises of other sales and commissions.

7. COST OF SALES

Thousand AMD

2019 2018
Sale of agricultural products 40,684,844 48,271,351
International transportation services 2,619,464 2,628,452
Truck servicing 109,802 162,678
Other 424,767 311,147
43,838,877 51,373,628

Cost of sales comprises of the following expenses:

Thousand AMD

2019 2018
Agricultural products 25,611,089 36,015,249
Utilities and Services 7,961,114 5,368,002
Customs duties 2,223,441 2,416,401
Staff costs 2,525,162 2,798,322
Fuel costs 1,230,739 1,306,514
Depreciation 3,012,789 2,112,485
Other 1,274,543 1,356,655
43,838,877 51,373,628
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8. SELLING AND DISTRIBUTION EXPENSES

Transportation costs

Salaries
Commissions
Depreciation

Fixed assets maintenance
Marketing and advertisement

Other

9. ADMINISTRATIVE EXPENSES

Salaries
Depreciation

Professional and consulting fees
Mandatory fees
Office maintenance and utilities

Other

10. OTHER INCOME

Compensation income
Income from forgiven payables

Other income
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Thousand AMD
2019 2018
2,218,817 3,235,008
1,401,547 1,344,171
88,200 107,460
674,716 679,158
450,329 644,455
68,377 .
753,836 785,391
5,655,822 6,795,643
Thousand AMD
2019 2018
675,317 738.062
270,047 273,480
802,729 758,425
166,110 68,185
151,441 189,641
201,440 193,650
2,267,084 2,221,443
Thousand AMD
2019 2018
85,097 126,458
63,173 257,157
56,993 155,086
205,263 538,701
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11. OTHER EXPENSES

Thousand AMD

2019 2018
Impairment of inventories 1,317,991 1,438,943
Impairment and write off— Trade and other receivables 348,432 84.873
Depreciation 163,988 169,535
Other expenses 59,530 291,273
1,889,941 1,984,624

12. OTHER NON-OPERATING INCOME

Thousand AMD

2019 2018
Income from Government grants (Note 23) 238.862 -
238,862 -

Income from Government grants represents amortization of the Government grant recognized as deferred
income (refer to Note 23)

13. FINANCE INCOME/(COST)

Thousand AMD

2019 2018
Finance income
Interest income 50,796 3,661
Realised foreign exchange gain, net - 104,434
50,796 108,095
Finance cost
Realised foreign exchange loss, net (65,299) -
Unrealised foreign exchange loss, net (349.870) (835,724)
Interest expense (4.592,789) (2.960,634)
(5,007,958) (3,796,358)
Net finance cost (4,957,162) (3,688,263)
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i4. INCOME TAX

Recognised in Profit or loss

Spayka LLC
Notes to the consolidated financial statements

for the year ended 31 December 2019

Thousand AMD
2019 2018
Current tax
Current year - (1,227,582)
Changes in estimates related to prior years - (270,414)
- (1,497,996)
Deferred tax
Origination and reversal of temporary differences 128.906 (17,058)
128,906 (17,058)
Total tax expense 128,906 (1,515,054)
Movement in deferred tax assets and labilities
Thousand AMD
2019 Asat 1 Recognised in  Recognised in As at 31
January Profit or loss 0Cl1 December
Deferred tax assets
Property, plant and equipment 37,103 (3.657) - 33.446
Trade and other receivables 122,040 46,308 - 168,348
Trade and other payables 32,540 (18,170) - 14,370
Tax losses carried forward - 67,347 - 67,347
Total deferred tax assets 191,683 91,828 - 283,511
Deferred tax liabilities
Property, plant and equipment (271.342) 37,078 234,264)
Total deferred tax liabilities (271,342) 37,078 - (234,264)
Net deferred tax assets (79,659) 128,906 - 49,247

According to the 2019 amendments to the Armenian Tax code, effective as of 1 January 2020, the profit tax
rate has been reduced from 20% to 18%. This had a corresponding effect on deferred tax assets and liabilities

arising from temporary differences.

Thousand AMD

2018 Asat1 Recognised in  Recognised in As at 31
January Profit or loss OCI December

Deferred tax assets
Property, plant and equipment 37,103 8 . 37,103
Trade and other receivables 105,593 16,447 - 122,040
Trade and other payables 62,383 (29.,843) = 32,540
Total deferred tax assets 205,079 (13,396) - 191,683
Deferred tax liabilities
Property, plant and equipment (267,680) (3,662) - (271,342)
Total deferred tax liabilities (267,680) (3,662) - (271,342)
Net deferred tax assets (62,601) (17,058) - (79,659)
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Spayka LLC
SPAY KA Notes to the consolidated financial statements

for the year ended 31 December 2019

As at 31 December 2019 the carrying amount of the property, plant and equipment pledged as security for

loans and borrowings was 119,848,612 thousand AMD (as at 31 December 2018: 77,798,430 thousand
AMD).

Additions to the land and buildings during the year ended 31 December 2019 mainly comprise of acquisition
of agricultural land and capital expenditure on existing buildings. Additions to the land and buildings during
the year ended 31 December 2018 mainly comprise of acquisition of agricultural land, mainly for the purpose
of intensive orchard cultivation and open field fruits and vegetables cultivation and also capital expenditure on
the existing buildings. Transfers to land and buildings during the year ended 31 December 2019 mainly
comprise of the Blue cheese factory.

Transfers and additions to Plant and equipment during the year ended 31 December 2019 mainly included
greenhouse areas of 20 and 30 hectares near Noragavit area and plant and equipment of blue cheese factory
area completed and put into operation during the year. Transfers to the plant and equipment during the year

ended 31 December 2018 mainly comprise of around 30 hectares of greenhouse area completed and put into
operation during the year.

Additions to vehicles during the year ended 31 December 2019 included purchases of 100 Volvo FH trucks
and 100 Schmitz trailers.

During the year ended 31 December 2019 additions to Under construction property plant and equipment
included capitalized interest of 1,011,620 thousand AMD. During the year ended 31 December 2018 additions
to Under construction property plant and equipment included capitalized interest of 1,153,213 thousand AMD.

As at 31 December 2019 Under construction assets mainly comprised of 300 hectares of newly planted
orchards in the process of construction, which have not yet matured to fruit harvesting. As at 31 December
2018 Under construction assets mainly comprised around 50 hectare of greenhouse area, cheese factory
construction and equipment and over 300 hectare of orchards in the process of construction.

The depreciation expense of the Property, plant and equipment has been allocated as follows.

Thowsand AMD
2019 2018

Cost of sales 3,012,789 2,112,485
Selling and distribution expenses 674,716 679,158
Administrative expenses 270,047 273,480
Other expenses 163,988 169,535
Biological assets 696,441 330,542
4,817,981 3,565,200
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16. INTANGIBLE ASSETS

Cost

At 1 January 2018
Additions

At 31 December 2018
Additions

At 31 December 2019

Amortisation
At 1 January 2018
Amortisation for the year

At 31 December 2018
Amortisation for the year
At 31 December 2019

Carrying amounts
At 31 December 2018

At 31 December 2019

Spayka LLC

Notes to the consolidated financial statements

for the year ended 31 December 2019

Trademarks comprise of “Ararat Food”, *Ararat Fruit” and “Spayka Plastic” trademarks.

17. INVENTORIES

Agricultural products
Raw materials and consumables
Finished goods

Thousand AMD
(é(:s?t:l;:er Trademarks Licenses Other Total

38,500 1,861 - - 40,367
18,534 127 - - 18.661
57,040 1,988 - - 59,028
4231 - 27.500 4,359 36,090
61,271 1,988 27,500 4,359 95,118
14,794 1,245 - - 16,039
5,243 187 - - 5.430
20,037 1,432 - - 21,469
6,111 199 1,179 89 7,578
26,148 1,631 1,179 89 29,047
37,003 556 - - 37,559
35,123 357 26,321 4,270 66,071

Thousand AMD

2019 2018

1,713,535 2,735413

1,959,613 2,035,362

631,650 438,627

4,304,798 5,209,402

Agricultural products mainly include dairy products, fresh fruits and vegetables. Finished goods mainly
represent blue cheese and fruit compotes produced by the Group.

During 2019 the inventories have been reduced by 1,317.991 thousand AMD (2018: 1,438,943 thousand
AMD) as a result of impairment to net realisable value. Such impairment losses have been expensed in Other

expenses.
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Spayka LLC
SPAYKA Notes to the consolidated financial statements

for the year ended 31 December 2019

18. BIOLOGICAL ASSETS

Thousand AMD

2019 2018
Produce growing on bearer plants 3,529,296 1,230,148
3,529,296 1,230,148

Biological assets are stated at cost. As at 31 December 2019 and 31 December 2018 biological assets mostly
comprise agricultural produce growing on tomato and cucumber plants.

Reconciliation of carrying amount is as follows:

Thousand AMD

2019 2018
As at 1 January 1.230,148 560,876
Additions: Agricultural produce at cost 12,418,525 8,427,626
Fair value gain on agricultural produce upon harvest (see below) 2,117,638 1,610,126
Harvested produce transferred to inventories (12,237,015) (9,368,480)
As at 31 December 3,529,296 1,230,148

Fair values

Fair value measurement of agricultural produce upon harvest has been categorized as Level 2 fair values based
on observable market sales data.

Thousand AMD

2019 2018
Fair value less cost to sale of agricultural produce upon harvest 12,237,015 9,368.480
Cost of harvested agricultural produce (10,119,377) (7,758.354)
Fair value gain on biological assets 2,117,638 1,610,126

19. CASH AND CASH EQUIVALENTS

Thousand AMD

2019 2018
Cash in cashbox 22,744 272,920
Current bank accounts 523,111 1,052,223
545,855 1,325,143
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Spayka LLC
S PAY KA Notes to the consolidated financial statements
for the year ended 31 December 2019

20. TRADE AND OTHER RECEIVABLES

Thousand AMD

2019 2018
Trade receivables 5,773.400 5,172,169
Prepayments given 2,657,283 3.898,255
Receivable from State budget 2,134,553 2,135,336
Advances to employees 169,236 159,165
10,734,472 11,364,925
Provision for impairment (935.269) (610,202)
9,799,203 10,754,723
Non-current 365.855 2,161,690
Current 9,433,348 8,593,033
9,799,203 10,754,723

Non-current trade and other receivables mainly represent prepayments given for acquisition of Property, plant
and equipment.

No interest is charged on the trade receivables. Generally, trade receivables are repayable in 30 days.

Under Factoring agreements, the Group has transferred certain trade receivables to banks for cash proceeds,
Trade receivables have not been derecognised from consolidated financial statement, because the Group
retains substantially all the risks and rewards, primarily credit risk. The amounts received on transfers have
been classified as secured bank loans.

Receivables from state budget mainly comprise of prepayments made to the unified SRC tax account of the
Group and VAT receivables. The prepayments to the unified tax account include the deposit of AMD
1.000,000 thousand as described in Note 25. Management considers that the receivables from the State budget
are fully recoverable.

After the reporting period and as of to date trade receivable from a counterparty has increased to RUR 360
million due to some issues associated with the inability of the counterparty to process the repayment. The
management considers the receivables to be fully recoverable.

Movement in provision for impairment is represented below:

Thousand AMD

2019 2018
Balance at | January 610,202 527,971
Impairment charge for the year 325,067 82,231
Balance at 31 December 935,269 610,202
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SPAY KA

21. CAPITAL AND RESERVES

21.1  Share capital

Thousand AMD

2019 2018
Issued and paid ordinary shares 6,194,169 6,194,169
6,194,169 6,194,169

As at 31 December 2019 and 2018 the share capital of the Company amounted to 6,194,169 thousand AMD,

As at 31 December 2019 the 100% shareholder of the Company was Davit Ghazaryan (as at 31 December
2018: the 100% shareholder of the Company was Davit Ghazaryan).

21.2  Additional Paid in Capital

Additional paid in capital represents the bargain gain arising from acquisition of a subsidiary company under a
common control transaction.

21.3  Revaluation reserve

The revaluation reserve arises on the revaluation of land and represents the aggregate of the revaluation gain
and the respective deferred tax expense, as well as revaluation decrease to the extent that it exceeds the
balance, if any, held in the revaluation reserve relating to a previous revaluation of the same asset.

2i.4 Dividends

In accordance with the legislation of Republic of Armenian the Company’s distributable reserves are limited

to the retained earnings determined based on the Company’s financial statements prepared in accordance with
IFRSs.

During the years ended 31 December 2019 and 31 December 2018 the Group did not declare any dividends.

22. LOANS AND BORROWINGS

Thousand AMD
2019 2018
Non-current
Secured loans 57,277,509 63,140,941
Unsecured bond issues 5,045,720 -
Finance lease liabilities 83,906 26,678
62,407,135 63,167,619
Current
Secured loans 26,149,855 7.084,723
Unsecured bond issues 41,044 -
Finance lease hiabilities 28.042 7.241
26,218,941 7,091,964
Total loans and borrowings 88,626,076 70,259,583
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Spayka LLC

Notes to the consolidated financial statements
for the year ended 31 December 2019

Terms and conditions of the loans and borrowings are disclosed below

Year of

Nominal interest

Thousand AMD

Currency maturity rate 2019 2018

Secured bank loan USD 2026 LfBg‘;’f;‘% 16,153,894 15,708,975
Secured bank loan USD 2026 ugg;jfgo . 10,737.271 10,423,384
Secured bank loan USD 2026 6.57% 2,516,112 -
Secured bank loan EUR 2026 7.25% 686,635 -
Secured loan EUR 2024 1.50% 6,534,356 -
Secured bank loan EUR 2024 2.20% 6,676,539 7,567,508
Secured bank loan EUR 2024 EURIBOR+2.90% 3,120,109 3.238,127
Secured bank loan USD 2024 7.73% 3,565,590 -
Secured bank loan EUR 2023 EURIBOR+2.40% 4,120,270 2,856,253
Secured bank loan EUR 2023 EURIBOR+1.95 1,294,427 1,165,247
Secured bank loan - credit line USD - 7.92% 6,084,439 6,303,179
Secured bank loan - credit line EUR E 6,25% 2,710,615 2.737.252
Secured bank loan - credit line AMD - 9.00% 1,432,284 1,183,531
Secured bank loan - credit line USD - 8.75% 1,502,363 -
Secured bank loan - credit line USD - 7.5% 127,224 -
Secured bank loan USD 2022 8.00% 844,744 -
Secured bank loan AMD 2022 10% 221,336 299,618
Secured loan USD 2021 5.50% 1,924,044 2271797
Secured loan USD 2021 5% 858.076 1,063,878
Secured bank loan USD 2020 7.00% 4,917,238 3,816,243
Secured bank loan EUR 2020 7.00% 3,544,713 4,978,623
Secured bank loan RUB 2020 12.00% 2,045,691 2,008,325
Secured bank loan uUsSD 2020 9.50% 1,689,001 -
Secured bank loan UsD 2020 9.50% 120,393 232,667
Unsecured bond issue UshD 2021 8.50% 3,661,044 -
Unsecured bond 1ssue AMD 2021 12.50% 603,709 -
Unsecured bond issue AMD 2021 12.50% 822.011 -
Finance lease liabilities USD 2024 8.50% 85,097 -
Finance lease liabilities AMD 2022 2% 26.851 33,919
Secured bank loan USsDh 2024 6.25% - 702,446
Secured bank loan USD 2024 8.00% - 1,237,007
Secured bank loan USD 2024 6.25% - 713,351
Secured bank loan USD 2024 6.25% - 107,090
Secured bank loan USD 2024 6.50% - 58,151
Secured bank loan UsD 2024 7.5% - 1,454,703
Secured loan EUR 2019 7.50% - 22,709
Secured loan EUR 2019 7.50% - 71,036
Secured bank loan AMD 2020 14.0% - 4,564

88,626,076 70,259,583




Spayka LLC
SPAYKA Notes to the consolidated financial statements

for the year ended 31 December 2019

During the year ended 31 December 2019 the Group has signed the following loan agreements with a local
bank with the main purpose of restructuring its current debt through the repayment of existing loans:

e Loan amount of USD 5,624,599, with an annual interest rate of 6,57% and final repayment date of 22
September 2026,

e Loan amount of EURO 1,323,000, with an annual interest rate of 7.25% and final repayment date of
18 September 2026,

e Loan amount of USD 8.148.551. with an annual interest rate of 7.73% and final repayment date of 25
March 2024,

e Loan amount of USD 2.070,000. with an annual interest rate of 8% and final repayment date of 11
April 2022

On 8 November 2019, the Group signed a loan agreement with a local bank on providing a credit line for 10
years with a maximum limit of AMD 3 bin or equivalent USD or EURO amounts, for the purpose of covering
working capital needs. During the year ended 31 December 2019 the Group has withdrawn in total of USD
3,143,000, with an annual interest rate of 8,75%.

On 4 December 2019 the Group signed a short term loan agreement with a local bank for a total amount of
USD 3.5 million, with an annual interest of 9.5% and maturity term of 12 months.

On 14 October 2019, the Group’s credit lines with a total carrying balances of AMD 10,507,642 thousand as
of 31 December 2019, have been converted into a term loan to be repayable. within 12 months.

On 4 October 2018 the Company has signed a contract for the purchase of 100 Volvo FH trucks and 100
Schmitz trailers, which have not been delivered as of 31 December 2018. As per Contract the payment of the
85% of the contract value shall constitute a loan in the amount of Euro 12 million, to be paid by the Company
in 5 years: 10 equal semi-annual installments the first falling due 6 months from the delivery, bearing 1,5%
annual interest rate.

Unsecured Bond issues

During the year ended 31 December 2019 the Group has issued and allocated bonds denominated in AMD and
USD, with nominal values of AMD 1,400,000 thousand and USD 7.600,000 respectively. in the Republic of
Armenia. Issued bonds carry nominal annual interest rate of 12.5% and 8.5% respectively and have a maturity
of 3 years each.

All the bond issued by the Group, are listed at the Armenia Securities Exchange.

Overdue Loan payments and breach of loan covenants

As of 31 December 2019 the Group had overdue loan payments in the total amounts of AMD 1,691,629
thousand.

The Group has secured bank loans with carrying amounts of AMD 16,153,894 thousand, AMD 10,737,271
thousand and AMD 4,120,270 at 31 December 2019, which contain certain financial covenants. As of 31
December 2019 some of those financial covenants have not been satisfied by the Group.

The above cases may constitute an event of default in respect of secured bank loans, in which case the loans
may become repayable on demand, however, up to date none of the lenders of respective loans have exercised

this right. Accordingly, the respective loans have not been classified as payable on demand as of 31 December
2019.
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Loans and borrowings are secured as follows:

e Property, plant and equipment (Note 15)

e Trade and other receivables (Note 20)

e Turnover of current bank accounts

e Personal guarantee of the owner, Davit Ghazaryan
e Guarantees from Group companies

23, DEFFERRED INCOME

Balance at 1 January
Realised to income from Government grants (Note 12)
Balance at 31 December

Government Grants

Spayka LLC

Notes to the consolidated financial statements
for the year ended 31 December 2019

Thousand AMD

2019 2018
6,369,666 6,369,666
(238,862) :
6,130,804 6,369,666

During 2017 the Group received a 76.4 hectares plot of land, with a fair value of AMD 6,369,666 thousand,
from Yerevan Municipality as a Government grant, under the condition of constructing a blue cheese factory
and greenhouse area on that plot of land by 2020. As of 31 December 2019 the Group as already completed
the construction of Blue cheese factory and the Greenhouse areas and put them into operations during the

same year.

The grant, recognised as deferred income, is being amortised over the useful life of the respective assets.

24. TRADE AND OTHER PAYABLES

Trade payables
Prepayments received
Salaries payable
Payables to shareholder
Payable to State budget
Accruals

Other payables

Thousand AMD

2019 2018
1,251,308 814.256
85.943 116,301
374,660 159,689
100,938 -
11.856 20,134
79,834 162,699
15,529 37,252
1,920,068 1,310,331
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SPAY KA Notes to the consolidated financial statements
for the year ended 31 December 2019

25. TAX CASE

On 4 April 2019 the Investigation Department of State Revenue Committee of Armenia (SRC) has brought
charges against Davit Ghazaryan, the General Director of Spayka LLC, in relation to trading activities of a
resident legal entity “Greenproduct” LLC for an offence under Article 205 of the Criminal Code of Armenia,
which defines a punishment for an evasion of taxes, duties or other mandatory payments.

SRC’s Investigation Department suspects that, during the period from 1 January 2015 to 11 January 2016,
with intention to avoid taxes, the Management of Spayka LLC de facto controlled Greenproduct LLC, which
has failed to appropriately declare and submit actual data to customs authorities about goods imported by it, as
required by legislation. Particularly, false data (showing that the imported goods were simply goods relieved
from customs duty and VAT) has been presented to Customs authorities for custom clearance, VAT and other
tax payments. As per the allegation, this allowed avoiding paying AMD 7,036.666 thousand of actual tax
obligations, of which VAT around AMD 5,000,000 thousand and Customs duty around AMD 2,000,000
thousand.

Davit Ghazaryan, as General Director of Spayka LLC has made objections to brought charges concerning to
the amount of damages calculated, as well as to the perpetrator of the crime, based on the following claims:

e Allegation of presenting false data for custom clearance when importing goods actually refers to
Greenproduct LLC, the importer of goods, from whom Spayka LLC has only purchased the goods and
exported to other countries.

e Greenproduct LLC did not have enough financial means to pay disputed tax claims and SRC’s
Investigation department subjectively brought charges against Spayka LLC as Spayka LLC was the
counterparty (buyer) of the goods.

e As per Tax code of Republic of Armenia, in case of exporting goods, the exporter company receives
back the VAT paid upon importing those goods or offsets against any VAT payables.

o Even, in a hypothetic scenario, if assumed that Spayka LLC was the actual beneficiary of the goods
imported by Greenproduct LLC then upon exporting of these goods Spayka LL.C should have been
entitled to settle (receive back) the VAT (AMD 5,000,000 thousand). For this reason, alleged unpaid
VAT due should be set nil and adjusted in the final inspection act of SRC or netted in favor of Spayka
LLC.

In respect of the above allegation, on 8 April 2019, General Director of Spayka LLC, Davit Ghazaryan, has
been taken into custody, based on a court decision.

In order not to jeopardize the business continuity of the largest agricultural company of Armenia, while
holding a strong position that the case had no legal relation to Spayka LLC, AMD 1,000,000 thousand was
deposited by Spayka LLC to the unified tax account of SRC on 3 May 2019 and on the same day Davit
Ghazaryan was released from custody.

Currently the investigation is at an ongoing stage and SRC is in the process of estimating/calculating the exact
amount of tax liability due, which will be followed by settlement and termination of the case. If the
investigation resolves enforcement or settlement of any tax liabilities in respect of the case, then the AMD
1,000,000 thousand deposited in the unified tax account shall be considered as a settlement for repayment of
unpaid custom duties with regards to the case.

No provision has been recognized by the Group in the financial statements for the year ended 31 December
2019 in relation to the Case, as the Management of the Group believes that any liability arising from the
settlement or enforcement (whichever might be the outcome) of the case shall not have legal relation to the
Group and shall not be attributable to the Group.
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26. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

Financial risk factors
The Group is exposed to the following risks from its use of financial instruments:

o  Credit risk
e  Liquidity risk
e  Market risk

The Management has overall responsibility for the establishment and oversight of the Group's risk
management framework.

The Group's risk management policies are established to identify and analyse the risks faced by the Group, to
set appropriate risk limits and controls, and monitor risks and adherence to limits. Risk management policies
and systems are reviewed regularly to reflect changes in market conditions and in the Group's activities.

1) Credit risk

Credit risk arises when a failure by counter parties to discharge their obligations could reduce the amount of
future cash inflows from financial assets on hand at the reporting date. This risk arises from financial
instruments such as trade and other receivables, loans receivable and cash at bank. The Group has policies in
place to ensure that sales of products and services are made to customers with an appropriate credit history
and monitors on a continuous basis the ageing profile of its receivables. Loans receivable are provided to
related parties. Cash balances are held with high credit quality financial institutions.

Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure
to credit risk at the reporting date was:

Thousand AMD

2019 2018
Trade and other receivables 9,799,203 10,754,723
Current bank accounts 523,111 1,052,223
10,322,314 11,806,946

2) Liquidity risk
[iquidity risk is the risk that the Group will be unable to meet its obligations.

Liquidity risk arises when the maturity of assets and liabilities does not match. An unmatched position
potentially enhances profitability, but can also increase the risk of losses. The Group has procedures with the
objective of minimising such losses such as maintaining sufficient cash and other highly liquid current assets
and by having available an adequate amount of committed credit facilities.

The following are the contractual maturities of financial liabilities, including estimated interest payments as of
the reporting date.
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31 December 2019

Thousand AMD
Carrying Contractual 3 months or 3-12 1-5 Over 5
amounis cash flows less Months years years
Loans and borrowings 88,626,076 98,129,731 5,583,551 23,591,431 54,523,573 14,431,176
Trade and other payables 1,920,068 1,920,068 1,920,068
90,546,144 100,049,799 7,503,619 23,591,431 54,523,573 14,431,176
31 December 2018
Thousand AMD
Carrying Contractual 3 months or 3-12 1-5 Over §
amounts cash flows less Months years years
Loans and borrowings 70,259,583 87,343,818 1,924,764 10,907,644 59,927,098 14,584,312
Trade and other payables 1,310,331 1,310.331 1,310,331 - - -
Income tax payable 56,251 56,251 - 56,251 - B
71,626,165 88,710,400 3,235,095 10,963,895 59,927,098 14,584,312

3) Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity
prices will affect the Company's income or the value of its holdings of financial instruments. The objective of
market risk management is to manage and control market risk exposures within acceptable parameters, while
optimising the return.

Currency risk

Currency risk 1s the risk that the value of financial instruments will fluctuate due to changes in foreign
exchange rates. Currency risk arises when future commercial transactions and recognised assets and liabilities
are denominated in a currency that is not the Group's functional currency. The Group is exposed to foreign
exchange risk arising from various currency exposures primarily with respect to the US Dollars, the Euro and
the Russian Ruble. The Group's management monitors the exchange rate fluctuations on a continuous basis
and acts accordingly.

The Group's exposure to foreign currency risk was as follows:

31 December 2019

Thousand AMD
US Doilars Euro R;i:;“ Geﬁ;ﬂ““
Financial assets
Trade and other receivables 1,154,998 234,721 6,455,970 7.411
Cash and cash equivalents 437 339 523,329 323
1,155,435 235,060 6,979,299 7,734
Financial liabilities
Loan and bon‘owings 54,962,890 28,687,664 2,045,691 -
Trade and other payables 515,116 194,047 419,676 8,972
55,478,006 28,881,711 2,465,367 8,972
Net exposure (54,322,571 (28,646,651) 4,513,932 (1,238)
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31 December 2018

Thousand AMD
US Dollars Euro Ryt g
Financial assets

Trade and other receivables 1,451,058 2,273,938 3,770,007 13,731
Cash and cash equivalents 94,594 . 593,857 6,174
1,545,652 2,273,938 4,363,864 19,905

Financial liabilities
Loan and borrowings 45,255,249 21,474,376 2,008,325 -
Trade and other payables 154,547 262,167 271.690 -
45,409,796 21,736,544 2,280,015 -
Net exposure (43.864,144) (19,462,606) 2,083,849 19,905

Sensitivity analysis

A 10% strengthening/weakening of the Armenian dram against the US Dollar, the Euro and the Russian Ruble
would have affected the values of financial instruments denominated in those currencies and the profit or loss

by the amounts shown below. This analysis assumes that all other variables, in particular interest rates, remain
constant.

10% strengthening

Thousand AMD
US Dollar impact Euro Impact Russian Ruble impact
2019 2018 2019 2018 2019 2018
Profit or loss 5,432,257 4,386.414 2,864,665 1,946,261 (451,393) 208,385
10% weakening
Thousand AMD
US Dollar impact Euro Impact Russian Ruble impact
2019 2018 2019 2018 2019 2018
Profit or loss (5,432,257) (4.386,414) (2,864,665) (1,946,261) 451,393 (208,385)

Interest rate risk

Interest rate risk is the risk that the value of financial instruments will fluctuate due to changes in market
interest rates. Loans issued at variable rates expose the Group to cash flow interest rate risk. Borrowings
issued at fixed rates expose the Group to fair value interest rate risk. The Group's management monitors the
interest rate fluctuations on a continuous basis and acts accordingly.
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At the reporting date the interest rate profile of interest- bearing financial instruments was:

Thousand AMD
2019 2018
Fixed rafe instruments
Financial liabilities ) 53,200,105 36,867,597
Variable rate instruments
Financial liabilities 35,425,971 33,391,986
88,626,076 70,259,583

The Company does not account for any fixed-rate financial instruments as fair value through profit or loss or
as available-for-sale. Therefore, a change in interest rates at the reporting date would not have an effect in
profit or loss or in equity.

Capital management

The Group manages its capital to ensure that it will be able to continue as a going concern while increasing the
return to owners through the strive to improve the debt to equity ratio,

Management assesses the Group’s capital requirements in order to maintain an efficient overall financing
structure while avoiding excessive leverage. This takes into account the subordination levels of the Group’s
various classes of debt. The Group manages the capital structure and makes adjustments to it in the light of
changes in economic conditions and the risk characteristics of the underlying assets.

27, FAIR VALUES

Management believes that the fair values of the Group's financial assets and liabilities approximate their
carrying amounts at the reporting date.

28, CONTINGENCIES
Business environment

As emerging economies Armenia and Russia continue undergoing political and economic transformations
pertinent to economies en route from centralized planning to free market one. Consecutively, Armenia and
Russia have not concluded forming developed institutional framework and infrastructures that generally exist
in more mature free market economies.

For companies operating in such economies the above mentioned brings an inherent risk of continuous or
sometimes abrupt changes of exogenous factors such as tax administration, capital flow controls, foreign
exchange operations, red tapes, export/import tariffs and etc.. these factors may negatively affect Group's
future financial position and results. However, as the number of variables and assumptions involved in these
uncertainties is big, management cannot make a reliable estimate of the amounts by which the carrying
amounts of assets and liabilities of the Group may be affected.

The management believes that its performance track record is undisputable proof that it has takin and is taking
appropriate steps under existing conditions to ensure the stability of the Group.
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Insurance

The Armenian insurance industry is in its development stage and many types of insurance common in
developed markets are not yet generally available in Armenia. Although the Group has insured its fixed assets,
but it does not have full coverage for all of its assets, therefore, there is a risk that the loss or destruction of
certain assets or environmental damage could have a material effect on the Group’s operations and financial
position.

Taxation

The taxation system in Armenia is characterised by frequent changes in legislation and disputes arising from
misinterpretation and misapplication of the Tax Code in practice.

These circumstances may create tax risks for companies in Armenia, likewise in any other emerging market
economies around the world. 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.

29. RELATED PARTY TRANSACTIONS

The Group's reiated parties include its shareholders, other entities and individuals related to its shareholders
and key management.

The ultimate controlling party of the Group is Davit Ghazaryan who owns 100% of the shares of Company.

The transactions and balances with related parties are as follows:

29.1 Key Management's remuneration

Thousand AMD

2019 2018
Salaries and bonuses 191,595 329,702
191,595 329,702

29.2 Sales of goods and services to related parties

Thousand AMD

2019 2018
Other related entities 12.226 10,967
12,226 10,967
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29.3 Trade and other payables to related parties

Thousand AMD

2019 2018
Payable to shareholder 100,938 -
100,938 -

30. EVENTS AFTER REPORTING DATE

30.1 COVID-19 pandemic

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 in the country and worldwide and raised uncertainties. It is expected that
both, the pandemic itself and measures to minimize its consequences, can affect the activities of companies
from various industries. The Group considers this pandemic as a non-adjusting event after the reporting
period, 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 Group.

30.2 Loans and Borrowing
As of to date the Group’s overdue loan balances amounted to USD 7.3 million and EURO 4.8 million.

In respect of the above, during 2020 Lenders Club was formed to monitor the Group’s financial performance
and the forecasts on monthly/weekly basis in order to ensure coordinated and effective repayment of loan
obligations. Management has started negotiations with the lenders to achieve revised repayment terms based
on the forecasts.

For the purpose of covering working capital needs, on 28 February 2020 the Group signed an additional short

term loan agreement with a local bank for an amount of USD 3,800,000, carrying an annual interest rate of
8%.

During the months of April and May, within the scope of Government assistance in response to Covid 19, the
Group received a short term and interest free loan from a local bank totaling to AMD 500 million with a 3
months’ grace period.

On 27 May 2020, a local bank in collaboration with Export Insurance Agency of Armenia have provided a
factoring credit line with USD 4 million limit to the Group, for the purpose of covering working capital needs
related of greenhouses in the pre-vegetation stage. As of to date USD 2.35 million of the credit line has been
used by the Group.

In response to addressing the tough economic impact of Covid 19 in Armenia, as of March-April 2020 all

local banks have provided 3 months’ credit holiday to their customers, including the Group, thus exempting
the Group from the obligation of fulfilling the loan repayments as per repayment schedule.

45



Spayka LLC
S PAY KA Notes to the consolidated financial statements
for the year ended 31 December 2019

In addition to above, the Group has also signed an addendum with one of the local banks for restructuring the
repayment schedule of current loan liabilities and reducing the interest rate of the loans by 0.5% for USD
denominated loan and 1% for EURO and RUR denominated loans.

30.3 Trade receivabies

After the reporting period and as of to date trade receivable amount from a counterparty has increased to
around RUR 360 million due to some issues associated with the inability of the counterparty to process the
repayment. The management considers the receivables to be fully recoverable.
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