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Notes to financial statements for the year ended December 31, 2014 
  
1. General information 

“Export Insurance Agency of Armenia” closed joint stock company (hereinafter Company) was incorporated 
on October 23, 2013 by the decision of the Government of the Republic of Armenia (hereinafter- RA) within 
the framework of the export-oriented industrial policy. The Company was registered on 27 November 2013 
by the Central Bank of the Republic of Armenia (hereinafter CBA) under the N0011 license number. The 
principal activity of the Company is providing insurance against the financial losses incurred as a result of 
non-payment for supplied goods and services by the foreign buyers. As at 31 December 2014 the 
Company had not yet started its principal activities in the insurance sphere.  

The ultimate controlling party of the Company is the RA.  

The Company’s head office is located at the address of 26/1  V. Sargsyan, Erebuni Plaza, Office 403,405. 
The average number of employees of the Company in 2014 was 11 (2013: 5).  

 
2. Significant accounting policies 

Statement of compliance 
 
These financial statements have been prepared in accordance with International Financial Reporting 
Standards (“IFRS”).  
 
These financial statements have been prepared assuming that the Company is a going concern and will 
continue operation for the foreseeable future. 
 
These financial statements are presented in thousands of Armenian Drams (AMD thousand) unless 
otherwise indicated. 
 
These financial statements have been prepared on the historical cost basis except certain properties and 
financial instruments that are measured at revalued amounts or fair values at the end of each reporting 
period, as explained in the accounting policies below. 
 
Historical cost is generally based on the fair value of the consideration given in exchange for goods and 
services. 
 
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date, regardless of whether that price is 
directly observable or estimated using another valuation technique. In estimating the fair value of an asset 
or a liability, the Company takes into account the characteristics of the asset or liability if market 
participants would take those characteristics into account when pricing the asset or liability at the 
measurement date. Fair value for measurement and/or disclosure purposes in these financial statements is 
determined on such a basis, except for leasing transactions that are within the scope of IAS 17, and 
measurements that have some similarities to fair value but are not fair value, such as net realisable value in 
IAS 2 or value in use in IAS 36.  
 
In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2 or 3 
based on the degree to which the inputs to the fair value measurements are observable and the 
significance of the inputs to the fair value measurement in its entirety, which are described as follows: 
 

 Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the 
entity can access at the measurement date; 

 Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the 
asset or liability, either directly or indirectly; and 

 Level 3 inputs are unobservable inputs for the asset or liability. 
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The Company maintains its accounting records in accordance with statutory accounting requirements. 
These financial statements have been prepared from the statutory accounting records and have been 
adjusted to conform to IFRS. 
 
Functional currency 
 
Items included in the financial statements are measured using the currency of the primary economic 
environment in which the Company operates (“the functional currency”). The functional currency of the 
Company and presentational currency of the financial statements is the Armenian Drams ("AMD").  
 
Offsetting: Financial assets and financial liabilities are offset and the net amount reported in the statement 
of financial position only when there is a legally enforceable right to offset the recognized amounts and 
there is an intention to settle on a net basis, or to realize the assets and settle the liability simultaneously. 
Income and expense is not offset in the statement of profit or loss and other comprehensive income unless 
required or permitted by any accounting standard or interpretation, and as specifically disclosed in the 
accounting policies of the Company. 
 

The principal accounting policies are set out below. 
 
Revenue recognition 
 
Recognition of interest income and expense. Interest income from a financial asset is recognized when 
it is probable that the economic benefits will flow to the Company and the amount of income can be 
measured reliably. Interest income and expense are recognized on an accrual basis using the effective 
interest method. The effective interest method is a method of calculating the amortized cost of a financial 
asset or a financial liability (or group of financial assets or financial liabilities) and of allocating the interest 
income or interest expense over the relevant period. 

 

 
The effective interest rate is the rate that exactly discounts estimated future cash receipts (including all fees 
on points paid or received that form an integral part of the effective interest rate, transaction costs and 
other premiums or discounts) through the expected life of the debt instrument, or (where appropriate)  
a shorter period, to the net carrying amount on initial recognition. 
 
Once a financial asset or a group of similar financial assets has been written down (partly written down) as 
a result of an impairment loss, interest income is thereafter recognized using the rate of interest used to 
discount the future cash flows for the purpose of measuring the impairment loss. 
 
Interest earned on assets at fair value is classified within interest income. 
 
Recognition of income on repurchase and reverse repurchase agreements. Gain/loss on the sale of 
the above instruments is recognized as interest income or expense in the statement of profit or loss based 
on the difference between the repurchase price accreted to date using the effective interest method and the 
sale price when such instruments are sold to third parties. When the reverse repo/repo is fulfilled on its 
original terms, the effective yield/interest between the sale and repurchase price negotiated under the 
original contract is recognized using the effective interest method.  
 
Financial instruments: Financial assets and financial liabilities are recognised when the Company 
becomes a party to the contractual provisions of the instruments. Regular way purchases and sales of 
financial assets and liabilities are recognized using settlement date accounting. Regular way purchases are 
sales of financial assets that require delivery of assets within the time frame established by regulation or 
convention in the marketplace. 
 
Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are 
directly attributable to the acquisition or issue of financial assets and financial liabilities (other than financial 
assets and financial liabilities at fair value through profit or loss) are added to or deducted from the fair 
value of the financial assets or financial liabilities, as appropriate, on initial recognition. Transaction costs 
directly attributable to the acquisition of financial assets or financial liabilities at fair value through profit or 
loss are recognised immediately in profit or loss.  
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Financial assets  

 
Financial assets are classified into the following specified categories: financial assets ‘at fair value through 
profit or loss' (FVTPL), ‘held-to-maturity' (HTM) investments, ‘available-for-sale' (AFS) financial assets and 
‘loans and receivables'. The classification depends on the nature and purpose of the financial assets and is 
determined at the time of initial recognition.  
 
Financial assets at FVTPL: Financial assets are classified as at FVTPL when the financial asset is either 
held for trading or it is designated as at FVTPL. 
 
A financial asset is classified as held for trading if: 
 

 It has been acquired principally for the purpose of selling it in the near term; or 

 On initial recognition it is part of a portfolio of identified financial instruments that the Company 
manages together and has a recent actual pattern of short-term profit-taking; or  

 It is a derivative that is not designated and effective as a hedging instrument.  
 
A financial asset other than a financial asset held for trading may be designated as at FVTPL upon initial 
recognition if: 
 

 Such designation eliminates or significantly reduces a measurement or recognition inconsistency that 
would otherwise arise; or  

 The financial asset forms part of a group of financial assets or financial liabilities or both, which is 
managed and its performance is evaluated on a fair value basis, in accordance with the Company's 
documented risk management or investment strategy, and information about the grouping is provided 
internally on that basis; or 

 It forms part of a contract containing one or more embedded derivatives, and IAS 39 Financial 
Instruments: Recognition and Measurement permits the entire combined contract (asset or liability) to 
be designated as at FVTPL. 

 
Financial assets at FVTPL are stated at fair value, with any gains or losses arising on remeasurement 
recognised in profit or loss. The net gain or loss recognised in profit or loss incorporates any dividend and 
interest earned on the financial asset and is included in the ‘other gains and losses’ and ‘interest income’ 
line item, respectively, in the statement of profit or loss and other comprehensive income. Fair value is 
determined in the manner described (see Note 18). 
 
Held to maturity (HTM) investments 
 
HTM investments are non-derivative financial assets with fixed or determinable payments and fixed 
maturity dates that the Company has the positive intent and ability to hold to maturity. Subsequent to initial 
recognition, HTM investments are measured at amortised cost using the effective interest method less any 
impairment.  
 
If the Company were to sell or reclassify more than an insignificant amount of held to maturity investments 
before maturity (other than in certain specific circumstances), the entire category would be tainted and 
would have to be reclassified as available-for-sale. Furthermore, the Company would be prohibited from 
classifying any financial asset as held to maturity during the current financial year and following two 
financial years.  
 
Available-for-sale financial assets (AFS financial assets) 
 
AFS financial assets are non-derivatives that are either designated as AFS or are not classified as (a) loans 
and receivables, (b) HTM investments or (c) financial assets at FVTPL. 
 
Listed redeemable notes held by the Company that are traded in an active market are classified as AFS 
and are stated at fair value at the end of each reporting period. The Company also has investments in 
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unlisted shares that are not traded in an active market but that are also classified as AFS financial assets 
and stated at fair value at the end of each reporting period (because the directors consider that fair value 
can be reliably measured). Changes in the carrying amount of AFS monetary financial assets relating to 
changes in foreign currency rates (see below), interest income calculated using the effective interest 
method and dividends on AFS equity investments are recognised in profit or loss. Other changes in the 
carrying amount of available-for-sale financial assets are recognised in other comprehensive income and 
accumulated under the heading of investments revaluation reserve. When the investment is disposed of or 
is determined to be impaired, the cumulative gain or loss previously accumulated in the investments 
revaluation reserve is reclassified to profit or loss. 
 
The fair value of AFS monetary financial assets denominated in a foreign currency is determined in that 
foreign currency and translated at the spot rate prevailing at the end of the reporting period. The foreign 
exchange gains and losses that are recognised in profit or loss are determined based on the amortised 
cost of the monetary asset. Other foreign exchange gains and losses are recognised in other 
comprehensive income.  
 
AFS equity investments that do not have a quoted market price in an active market and whose fair value 
cannot be reliably measured are measured at cost less any identified impairment losses at the end of each 
reporting period. 
 
Loans and receivables 
 
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not 
quoted in an active market. Loans and receivables are measured at amortised cost using the effective 
interest method, less any impairment. Interest income is recognised by applying the effective interest rate, 
except for short-term receivables when the effect of discounting is immaterial. 
 
Securities repurchase and reverse repurchase agreements and securities lending transactions 
 
In the normal course of business, the Company enters into financial assets sale and purchase back 
agreements (“repos”) and financial assets purchase and sale back agreements (“reverse repos”). Repos 
and reverse repos are utilized by the Company as an element of its treasury management. 
 
A repo is an agreement to transfer a financial asset to another party in exchange for cash or other 
consideration and a concurrent obligation to reacquire the financial assets at a future date for an amount 
equal to the cash or other consideration exchanged plus interest. These agreements are accounted for as 
financing transactions. Financial assets sold under repo are retained in the  financial statements and 
consideration received under these agreements is recorded as collateralized deposit received within 
depositary instruments with banks. 
 
Impairment of financial assets 
 
Financial assets, other than those at FVTPL, are assessed for indicators of impairment at the end of each 
reporting period. Financial assets are considered to be impaired when 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 affected.  
 
For AFS equity investments, a significant or prolonged decline in the fair value of the security below its cost 
is considered to be objective evidence of impairment. 
 
For all other financial assets, objective evidence of impairment could include: 
 

 significant financial difficulty of the issuer or counterparty; or 

 breach of contract, such as a default or delinquency in interest or principal payments; or 

 it becoming probable that the borrower will enter bankruptcy or financial re-organisation; or 

 the disappearance of an active market for that financial asset because of financial difficulties. 
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For certain categories of financial assets, such as trade receivables, assets are assessed for impairment 
on a collective basis even if they were assessed not to be impaired individually. Objective evidence of 
impairment for a portfolio of receivables could include the Company’s past experience of collecting 
payments, an increase in the number of delayed payments in the portfolio past the average credit period of 
60 days, as well as observable changes in national or local economic conditions that correlate with default 
on receivables. 
For financial assets carried at amortised cost, the amount of the impairment loss recognised is the 
difference between the asset's carrying amount and the present value of estimated future cash flows, 
discounted at the financial asset's original effective interest rate.  
 
For financial assets that are carried at cost, the amount of the impairment loss is measured as the 
difference between the asset's carrying amount and the present value of the estimated future cash flows 
discounted at the current market rate of return for a similar financial asset. Such impairment loss will not be 
reversed in subsequent periods.  
 
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. When a trade receivable is considered uncollectible, it is written off against the 
allowance account. Subsequent recoveries of amounts previously written off are credited against the 
allowance account. Changes in the carrying amount of the allowance account are recognised in profit or 
loss. 
 
When an AFS financial asset is considered to be impaired, cumulative gains or losses previously 
recognised in other comprehensive income are reclassified to profit or loss in the period. 
 
For financial assets measured at amortised cost, 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 
recognised, the previously recognised 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 
amortised cost would have been had the impairment not been recognised. 
 
In respect of AFS equity securities, impairment losses previously recognised in profit or loss are not 
reversed through profit or loss. Any increase in fair value subsequent to an impairment loss is recognised in 
other comprehensive income and accumulated under the heading of investments revaluation reserve. In 
respect of AFS debt securities, impairment losses are subsequently reversed through profit or loss if an 
increase in the fair value of the investment can be objectively related to an event occurring after the 
recognition of the impairment loss.  
 
Derecognition of financial assets 
 
The Company derecognises a financial asset when the contractual rights to the cash flows from the asset 
expire, or when it transfers the financial asset and substantially all the risks and rewards of ownership of 
the asset to another party. If the Company neither transfers nor retains substantially all the risks and 
rewards of ownership and continues to control the transferred asset, the Company recognises its retained 
interest in the asset and an associated liability for amounts it may have to pay. If the Company retains 
substantially all the risks and rewards of ownership of a transferred financial asset, the Company continues 
to recognise the financial asset and also recognises a collateralised borrowing for the proceeds received. 
 
On derecognition of a financial asset in its entirety, the difference between the asset's carrying amount and 
the sum of the consideration received and receivable and the cumulative gain or loss that had been 
recognised in other comprehensive income and accumulated in equity is recognised in profit or loss. 
 
On derecognition of a financial asset other than in its entirety (e.g. when the Company retains an option to 
repurchase part of a transferred asset), the Company allocates the previous carrying amount of the 
financial asset between the part it continues to recognise under continuing involvement, and the part it no 
longer recognises on the basis of the relative fair values of those parts on the date of the transfer. The 
difference between the carrying amount allocated to the part that is no longer recognised and the sum of 
the consideration received for the part no longer recognised and any cumulative gain or loss allocated to it 



             
 “Export Insurance Agency of Armenia” Closed Joint Stock Company 

Notes to financial statements for the year ended December 31, 2014 

 
 

13 

that had been recognised in other comprehensive income is recognised in profit or loss.  A cumulative gain 
or loss that had been recognised in other comprehensive income is allocated between the part that 
continues to be recognised and the part that is no longer recognised on the basis of the relative fair values 
of those parts. 
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Financial liabilities and equity instruments  
 
Classification as debt or equity 
 
Debt and equity instruments issued by an entity are classified as either financial liabilities or as equity in 
accordance with the substance of the contractual arrangements and the definitions of a financial liability 
and an equity instrument. 
 
Equity instruments 
 
An equity instrument is any contract that evidences a residual interest in the assets of an entity after 
deducting all of its liabilities.  
 
Repurchase of the Company's own equity instruments is recognised and deducted directly in equity. No 
gain or loss is recognised in profit or loss on the purchase, sale, issue or cancellation of the Company's 
own equity instruments. 
 
Financial liabilities  
 
Financial liabilities are classified as either financial liabilities ‘at FVTPL' or ‘other financial liabilities'. 
 
Financial liabilities at FVTPL 
 
Financial liabilities are classified as at FVTPL when the financial liability is either held for trading or it is 
designated as at FVTPL. 
 
A financial liability is classified as held for trading if: 
 

 It has been incurred principally for the purpose of repurchasing it in the near term; or 

 On initial recognition it is part of a portfolio of identified financial instruments that the Company 
manages together and has a recent actual pattern of short-term profit-taking; or  

 It is a derivative that is not designated and effective as a hedging instrument.  
 
A financial liability other than a financial liability held for trading may be designated as at FVTPL upon initial 
recognition if: 
 

 Such designation eliminates or significantly reduces a measurement or recognition inconsistency that 
would otherwise arise; or  

 The financial liability forms part of a group of financial assets or financial liabilities or both, which is 
managed and its performance is evaluated on a fair value basis, in accordance with the Company's 
documented risk management or investment strategy, and information about the grouping is provided 
internally on that basis; or 

 It forms part of a contract containing one or more embedded derivatives, and IAS 39 Financial 
Instruments: Recognition and Measurement permits the entire combined contract (asset or liability) to 
be designated as at FVTPL. 

 
Financial liabilities at FVTPL are stated at fair value, with any gains or losses arising on remeasurement 
recognised in profit or loss. The net gain or loss recognised in profit or loss incorporates any interest paid 
on the financial liability and is included in the ‘interest expenses’ line item in the statement of profit or loss 
and other comprehensive income. Fair value is determined in the manner described (see Note 18). 
 
Other financial liabilities  
 
Other financial liabilities (including borrowings and trade and other payables) are initially recognised at fair 
value less transaction costs. Subsequently they are measured at amortised cost using the effective interest 
method.  
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The effective interest method is a method of calculating the amortised cost of a financial liability and of 
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly 
discounts estimated future cash payments (including all fees and points paid or received that form an 
integral part of the effective interest rate, transaction costs and other premiums or discounts) through the 
expected life of the financial liability, or (where appropriate) a shorter period, to the net carrying amount on 
initial recognition. 
 
Financial guarantee contracts 
 
A financial guarantee contract is a contract that requires the issuer to make specified payments to 
reimburse the holder for a loss it incurs because a specified debtor fails to make payments when due in 
accordance with the terms of a debt instrument. 
Financial guarantee contracts issued by the Company are initially measured at their fair values and, if not 
designated as at FVTPL, are subsequently measured at the higher of: 
 

 the amount of the obligation under the contract, as determined in accordance with IAS 37; and 

 the amount initially recognised less, where appropriate, cumulative amortisation recognised in 
accordance with the revenue recognition policies. 

 
Derecognition of financial liabilities 
 
The Company derecognises financial liabilities when, and only when, the Company’s obligations are 
discharged, cancelled or they expire. Where an existing financial liability is replaced by another from the 
same lender on substantially different terms, or the terms of an existing liability are substantially modified, 
such an exchange or modification is treated as a derecognition of the original liability and the recognition of 
a new liability. The difference between the carrying amount of the financial liability derecognized and the 
consideration paid and payable is recognized in profit and loss.  
 
Leases  
 
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks 
and rewards of ownership to the lessee. All other leases are classified as operating leases. 
 
The Company as lessor: Amounts due from lessees under finance leases are recognised as receivables at 
the amount of the Company's net investment in the leases. Finance lease income is allocated to 
accounting periods so as to reflect a constant periodic rate of return on the Company's net investment 
outstanding in respect of the leases. 
 
The Company as lessee: Assets held under finance leases are initially recognised as assets of the 
Company at their fair value at the inception of the lease or, if lower, at the present value of the minimum 
lease payments. The corresponding liability to the lessor is included in the statement of financial position as 
a finance lease obligation.  
 
Lease payments are apportioned between finance expenses and reduction of the lease obligation so as to 
achieve a constant rate of interest on the remaining balance of the liability. Finance expenses are 
recognised immediately in profit or loss unless they are directly attributable to qualifying assets, in which 
case they are capitalized in accordance with the Company’s general policy on borrowing costs. Contingent 
rentals are recognised as expenses in the periods in which they are incurred. 
 
Operating lease payments are recognised as an expense on a straight-line basis over the lease term, 
except where another systematic basis is more representative of the time pattern in which economic 
benefits from the leased asset are consumed. Contingent rentals arising under operating leases are 
recognised as an expense in the period in which they are incurred. 
 
In the event that lease incentives are received to enter into operating leases, such incentives are 
recognised as a liability. The aggregate benefit of incentives is recognised as a reduction of rental expense 
on a straight-line basis, except where another systematic basis is more representative of the time pattern in 
which economic benefits from the leased asset are consumed. 
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Cash and cash equivalents 

 
Cash and cash equivalents consist of cash on hand, unrestricted balances on corresponded and term 
deposits with original maturity of less or equal to 90 days and amounts due from credit institutions with 
original maturity of less or equal to 90 days and are free from contractual encumbrances. 
 
Property and equipment 
 
Property, plant and equipment are stated at cost less accumulated depreciation and any accumulated 
impairment losses. Cost includes professional fees and, for qualifying assets, borrowing costs capitalised in 
accordance with the Company's accounting policy. Such properties are classified to the appropriate 
categories of property, plant and equipment when completed and ready for intended use. Depreciation of 
these assets, on the same basis as other property assets, commences when the assets are ready for their 
intended use. 
An item of property, plant and equipment is derecognised upon disposal or when no future economic 
benefits are expected to arise from the continued use of the asset. Any gain or loss arising on the disposal 
or retirement of an item of property, plant and equipment is determined as the difference between the sales 
proceeds and the carrying amount of the asset and is recognised in profit or loss. 
 
Depreciation is recognised so as to write off the cost less their residual values over their useful lives, using 
the straight-line method. The estimated useful lives, residual values and depreciation method are reviewed 
at the end of each reporting period, with the effect of any changes in estimate accounted for on a 
prospective basis. Freehold land is not depreciated. 
 
The estimated useful lives of property, plant and equipment are as follows:  

 
 

Useful life (years)  

   Computers 

 

5 years 

Furniture and equipment 

 

5 years 

Other  5 years 

 
Intangible assets: Intangible assets acquired separately: Intangible assets with finite useful lives that are 
acquired separately are carried at cost less accumulated amortisation and accumulated impairment losses. 
Amortisation is recognised on a straight-line basis over their estimated useful lives. The estimated useful 
life and amortisation method are reviewed at the end of each reporting period, with the effect of any 
changes in estimate being accounted for on a prospective basis. Intangible assets with indefinite useful 
lives that are acquired separately are carried at cost less accumulated impairment losses.  
 
Derecognition of intangible assets: An intangible asset is derecognised on disposal, or when no future 
economic benefits are expected from use or disposal. Gains or losses arising from derecognition of an 
intangible asset, measured as the difference between the net disposal proceeds and the carrying amount 
of the asset, are recognised in profit or loss when the asset is derecognised.  
 
Impairment of tangible and intangible assets other than goodwill: At the end of each reporting period, 
the Company reviews the carrying amounts of its tangible and intangible assets to determine whether there 
is any indication that those assets have suffered an impairment loss. If any such indication exists, the 
recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if 
any). When it is not possible to estimate the recoverable amount of an individual asset, the Company 
estimates the recoverable amount of the cash-generating unit to which the asset belongs. When a 
reasonable and consistent basis of allocation can be identified, corporate assets are also allocated to 
individual cash-generating units, or otherwise they are allocated to the smallest group of cash-generating 
units for which a reasonable and consistent allocation basis can be identified. 
 
Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for 
impairment at least annually, and whenever there is an indication that the asset may be impaired. 
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Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in 
use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that 
reflects current market assessments of the time value of money and the risks specific to the asset for which 
the estimates of future cash flows have not been adjusted.  
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. 
An impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried at a 
revalued amount, in which case the impairment loss is treated as a revaluation decrease. 
 
When an impairment loss subsequently reverses, the carrying amount of the asset (or a 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 
been recognised for the asset (or cash-generating unit) in prior years. A reversal of an impairment loss is 
recognised immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which 
case the reversal of the impairment loss is treated as a revaluation increase. 
 
Taxation: Income tax expense represents the sum of the tax currently payable and deferred tax. 
 
Current tax: The tax currently payable is based on taxable profit for the period. Taxable profit differs from 
‘profit before tax’ because of items of income or expense that are taxable or deductible in other years and 
items that are never taxable or deductible. The Company's current tax is calculated using tax rates that 
have been enacted or substantively enacted by the end of the reporting period. 
 
Deferred tax: Deferred tax is recognised on temporary differences between the carrying amounts of assets 
and liabilities in the financial statements and the corresponding tax bases used in the computation of 
taxable profit. Deferred tax liabilities are generally recognised for all taxable temporary differences. 
Deferred tax assets are generally recognised for all deductible temporary differences to the extent that it is 
probable that taxable profits will be available against which those deductible temporary differences can be 
utilised. Such deferred tax assets and liabilities are not recognised if the temporary difference arises from 
the initial recognition (other than in a business combination) of assets and liabilities in a transaction that 
affects neither the taxable profit nor the accounting profit. 
 
The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to 
the extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of 
the asset to be recovered. 
 
Deferred tax liabilities and assets are measured at the tax rates that are expected to apply in the period in 
which the liability is settled or the asset realised, based on tax rates (and tax laws) that have been enacted 
or substantively enacted by the end of the reporting period.  
 
The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from 
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.  
 
Current and deferred tax for the period: Current and deferred tax are recognised in profit or loss, except 
when they relate to items that are recognised in other comprehensive income or directly in equity, in which 
case, the current and deferred tax are also recognised in other comprehensive income or directly in equity 
respectively. 
 
Provisions: Provisions are recognised when the Company has a present obligation (legal or constructive) 
as a result of a past event, it is probable that the Company will be required to settle the obligation, and a 
reliable estimate can be made of the amount of the obligation. 
 
The amount recognised as a provision is the best estimate of the consideration required to settle the 
present obligation at the end of the reporting period, taking into account the risks and uncertainties 
surrounding the obligation. When a provision is measured using the cash flows estimated to settle the 
present obligation, its carrying amount is the present value of those cash flows (when the effect of the time 
value of money is material). 
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When some or all of the economic benefits required to settle a provision are expected to be recovered from 
a third party, a receivable is recognised as an asset if it is virtually certain that reimbursement will be 
received and the amount of the receivable can be measured reliably. 
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Foreign currencies: In preparing the financial statements of the Company, transactions in currencies 
other than the Company's functional currency (“foreign currencies”) are recognised at the rates of 
exchange prevailing at the dates of the transactions. At the end of each reporting period, monetary items 
denominated in foreign currencies are retranslated at the rates prevailing at that date. Non-monetary 
items carried at fair value that are denominated in foreign currencies are retranslated at the rates 
prevailing at the date when the fair value was determined. Non-monetary items that are measured in 
terms of historical cost in a foreign currency are not retranslated. 
 
Exchange differences are recognized in the statement of profit or loss and other comprehensive income 
in the period in which they arise. The exchange rates used by the Company in the preparation of the 
financial statements are as follows: 
 
 Average Rate Spot Rate 

 2014  2013 December 31,  2014  December 31,  2013 

AMD/1 US Dollar 415.75  409.55 474.97  405.64 

 

Borrowing costs 
 
Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, 
which are assets that necessarily take a substantial period of time to get ready for their intended use or 
sale, are added to the cost of those assets, until such time as the assets are substantially ready for their 
intended use or sale. 
 
Investment income earned on the temporary investment of specific borrowings pending their expenditure 
on qualifying assets is deducted from the borrowing costs eligible for capitalisation. 
 
All other borrowing costs are recognised in profit or loss in the period in which they are incurred. 
 
3. Critical accounting judgments and key sources of estimation uncertainty 

In the application of the Company’s accounting policies, which are described in note 2, management is 
required to make judgements, estimates and assumptions about the carrying amounts of assets and 
liabilities that are not readily apparent from other sources. The estimates and associated assumptions are 
based on historical experience and other factors that are considered to be relevant. Actual results may 
differ from these estimates. 
 
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the period in which the estimate is revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future 
periods. 
 
Critical judgments in applying accounting policies. The following are the critical judgments that the 
Company’s management has made in the process of applying the Company’s accounting policies and that 
have the most significant effect on the amounts recognised in the financial statements. 
 
Held to maturity financial assets: The Company’s management has reviewed the held to maturity 
financial assets in light of its capital maintenance and liquidity requirements and has confirmed the 
Company’s positive intention and ability to hold those assets to maturity. As at reporting date the carrying 
amount of the held to maturity financial assets is AMD 663,619 thousand. Details of these assets are set 
out in Note 8. 
 
Key sources of estimation uncertainty: The following are the key assumptions concerning the future, 
and other key sources of estimation uncertainty at the end of the reporting period, that have a significant 
risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next 
financial year.  
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Valuation of financial instruments. The Company uses valuation techniques that include inputs that are 
not based on observable market data to estimate the fair value of certain types of financial instruments. 
Note 18 provides detailed information about the key assumptions used in the determination of fair values of 
financial instruments. The Company’s management believes that the chosen valuation techniques and 
assumptions used are appropriate in determining the fair values of financial instruments held as at reportig 
date.  
 
Recoverability of deferred tax assets. The Company believes that no allowance should be made in 
respect of deferred tax assets as of the reporting date as it is probable that deferred tax assets will be fully 
realised. As at 31 December 2014 the carrying value of deferred tax assets was AMD 10,325 thousand 
(2013: Nil).  
 
4. Application of new and revised International Financial Reporting Standards (IFRSs) 

Amendments to IFRSs affecting amounts reported in the financial statements 
 
In the current year, the following new and revised Standards and Interpretations have been adopted:  
 

 Amendments to IFRS 10, IFRS 12 and IAS 27 - Investment Entities 

 Amendments to IAS 32 - Offsetting Financial Assets and Financial Liabilities 

 Amendments to IAS 36 - Recoverable Amount Disclosures for Non-Financial Assets 

 Amendments to IAS 39 – Novation of Derivatives and Continuation of Hedge Accounting 

 IFRIC 21 Levies 
 
Amendments to IFRS 10, IFRS 12 and IAS 27 - Investment Entities  
The amendments to IFRS 10 introduce an exception from the requirement to consolidate subsidiaries for 
an investment entity. Instead, an investment entity is required to measure its interests in subsidiaries at fair 
value through profit or loss in its financial statements. The exception does not apply to subsidiaries of 
investment entities that provide services that relate to the investment entity’s investment activities. 
 
To qualify as an investment entity, a reporting entity is required to: 

 Obtain funds from one or more investors for the purpose of providing them with professional investment 
management services; 

 Commit to its investor(s) that its business purpose is to invest funds solely for returns from capital 
appreciation, investment income, or both; and 

 Measure and evaluate performance of substantially all of its investments on a fair value basis. 
 
Consequential amendments have been made to IFRS 12 and IAS 27 to introduce new disclosure 
requirements for investment entities. These amendments do not have any effect on the Company's  
financial statements as the Company is not an investment entity. 
 
Amendments to IAS 32 - Offsetting Financial Assets and Financial Liabilities 
The amendments to IAS 32 clarify the requirements relating to the offset of financial assets and financial 
liabilities. Specifically, the amendments clarify the meaning of ‘currently has a legally enforceable right of 
set-off’ and ‘simultaneous realization and settlement’. There is no effect of these amendments on the  
financial statements as the Company does not have any financial assets and financial liabilities that qualify 
for offset. 
 
Amendments to IAS 36 - Recoverable Amount Disclosures for Non-Financial Assets 
The amendments to IAS 36 restrict the requirement to disclose the recoverable amount of an asset or a 
cash-generating unit to periods in which an impairment loss has been recognized or reversed. In addition, 
they expand and clarify the disclosure requirements applicable to when recoverable amount of an asset or 
a cash-generating unit has been determined on the basis of fair value less costs of disposal. The new 
disclosures include the fair value hierarchy, key assumptions and valuation techniques used which are in 
line with the disclosure required by IFRS 13 Fair Value Measurements. There is no effect of these 
amendments on the financial statements as the Company does not have any impairment losses or fair 
valued non-financial assets.  
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Amendments to IAS 39 – Novation of Derivatives and Continuation of Hedge Accounting 

These amendments allow the continuation of hedge accounting when a derivative is novated to a clearing 
counterparty and certain conditions are met. The amendments also clarify that any change to the fair value 
of the derivative designated as a hedging instrument arising from the novation should be included in the 
assessment and measurement of hedge effectiveness. There is no effect of these amendments on these 
financial statements as the Company does not apply hedge accounting. 
 
IFRIC 21 Levies 
The interpretation is applicable to all payments imposed by governments under legislation, other than 
income taxes that are within the scope of IAS 12 and fines and penalties for breaches of legislation. The 
interpretation clarifies that a liability to pay a levy should only be recognised when an obligating event has 
occurred and provides guidance on how to determine whether a liability should be recognized progressively 
over specific period or in full at a specific date. There was no effect of the interpretation on these financial 
statements except for the change in Company’s policy. 
The Company did not early adopt any other standard, amendment or interpretation that has been issued 
and is not yet effective. 
 
New and revised IFRSs in issue but not yet effective 
 
The Company has not applied the following new and revised IFRSs that have been issued but are not yet 
effective: 
 

 Amendments to IAS 19  Defined Benefit Plans: Employee 
contributions 

 
Effective for annual periods beginning on or 
after  
1 July 2014, with earlier application 
permitted. 

 Annual Improvements to IFRSs 2010-2012 Cycle 

 Annual Improvements to IFRSs 2011-2013 Cycle 

 Annual Improvements to IFRSs 2012-2014 Cycle  
 
 
 
 
 
Effective for annual periods beginning on or 
after 
1 January 2016, with earlier application 
permitted. 
 

 IFRS 14 Regulatory Deferral Accounts 

 Amendments to IAS 16 and IAS 38 Clarification of 
Acceptable Methods of Depreciation and Amortisation 

 Amendments to IAS 27 Equity Method in Separate 
Financial Statements 

 Amendments to IAS 16 and IAS 41  Agriculture: Bearer 
Plants 

 Amendments to IFRS 11  Accounting for Acquisition of 
Interests in Joint Operations 

 Amendments to IFRS 10 and IAS 28  Sale or Contribution 
of Assets between an Investor and its Associate or Joint 
Venture 

 IFRS 15 Revenue from Contracts with Customers Effective for annual periods beginning on or 
after  
1 January 2017, with earlier application 
permitted. 
 

 IFRS 9 Financial Instruments Effective for annual periods beginning on or 
after 
1 January 2018, with earlier application 
permitted. 

  

Amendments to IAS 19 - Defined Benefit Plans: Employee contributions 
The amendments to IAS 19 Employee Benefits clarify the requirements related to how contributions from 
employees or third parties that are linked to service should be attributed to periods of service. In addition, 
amendments permit a practical expedient if the amount of the contributions is independent of the number of 
years of service, such contributions, can, but are not required, to be recognised as a reduction in the 
service cost in the period in which the related service is rendered. The Company’s management does not 
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expect any impact of these amendments on the financial statements as the Company does not have 
defined benefit plans for its employees. 
IFRS 14 Regulatory Deferral Accounts 

IFRS 14 permits an entity which is a first-time adopter of International Financial Reporting Standards to 
continue to account, with some limited changes, for 'regulatory deferral account balances' in accordance 
with its previous GAAP, both on initial adoption of IFRS and in subsequent financial statements. The 
application of IFRS 14 will not have any impact on the Company’s financial statements in the future as the 
Company is not an IFRS first-time adopter. 
 
IFRS 15 Revenue from Contracts with Customers 
In May 2014, IFRS 15 was issued which establishes a single comprehensive model for entities to use in 
accounting for revenue arising from contracts with customers. IFRS 15 will supersede the current revenue 
recognition guidance including IAS 18 Revenue, IAS 11 Construction Contracts and the related 
interpretations when it becomes effective.  
 
The core principle of IFRS 15 is that an entity should recognise revenue to depict the transfer of promised 
goods or services to customers in an amount that reflects the consideration to which the entity expects to 
be entitled in exchange for those goods and services. Specifically, the standard provides a single, 
principles based five-step model to be applied to all contracts with customers. 
 
The five steps in the model are as follows: 

 Identify the contract with the customer 

 Identify the performance obligations in the contract 

 Determine the transaction price 

 Allocate the transaction price to the performance obligations in the contracts 

 Recognize revenue when (or as) the entity satisfies a performance obligation. 
 

Under IFRS 15, an entity recognises revenue when or as a performance obligation is satisfied, i.e. when 
‘control’ of the goods or services underlying the particular performance obligation is transferred to the 
customer. Far more prescriptive guidance has been added on topics such as the point in which revenue is 
recognised, accounting for variable consideration, costs of fulfilling and obtaining a contract and various 
related matters. New disclosures about revenue are also introduced. 
 
The management of the Company anticipates that the application of IFRS 15 in the future may have a 
significant impact on amount and timing of revenue recognition. However, it is not practicable to provide a 
reasonable estimate of the effect of IFRS 15 until a detailed review has been completed. 
 

IFRS 9 Financial Instruments 
IFRS 9 issued in November 2009 introduced new requirements for the classification and measurement of 
financial assets. IFRS 9 was subsequently amended in October 2010 to include requirements for the 
classification and measurement of financial liabilities and for derecognition, and in November 2013 to 
include the new requirements for general hedge accounting. In July 2014 IASB issued a finalised version of 
IFRS 9 mainly introducing impairment requirements for financial assets and limited amendments to the 
classification and measurement requirements for financial assets. IFRS 9 is aiming at replacing IAS 39 
Financial Instruments: Recognition and Measurement.  
 
The key requirements of IFRS 9 are: 
 

 Classification and measurement of financial assets. Financial assets are classified by reference to 
the business model within which they are held and their contractual cash flow characteristics. 
Specifically, debt instruments that are held within the business model whose objective is to collect the 
contractual cash flows, and that have contractual cash flows that are solely payments of principal and 
interest on the principal outstanding are generally measured at amortized cost after initial recognition. 
The 2014 version of IFRS 9 introduces a 'fair value through other comprehensive income' category for 
debt instruments held within the business model whose objective is achieved both by collecting 
contractual cash flows and selling financial assets, and that have contractual terms of the financial asset 
giving rise on specified dates to cash flows that are solely payments of principal and interest on the 
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principal amount outstanding which are measured at fair value through other comprehensive income 
after initial recognition. All other debt and equity investments are measured at their fair values. In 
addition, under IFRS 9, entities may make an irrevocable election to present subsequent changes in the 
fair value of an equity investment (that is not held for trading) in other comprehensive income, with only 
dividend income generally recognized in profit or loss.  

 Classification and measurement of financial liabilities. Financial liabilities are classified in a similar 
manner to under IAS 39; however there are differences in the requirements applying to the 
measurement of an entity's own credit risk. IFRS 9 requires that the amount of change in the fair value 
of the financial liability that is attributable to changes in the credit risk of that liability is presented in other 
comprehensive income, unless the recognition of the effects of changes in the liability’s credit risk in 
OCI would create or enlarge an accounting mismatch in profit or loss. Changes in fair value attributable 
to a financial liability’s credit risk are not subsequently reclassified to profit or loss. 

 Impairment. The 2014 version of IFRS 9 introduces an 'expected credit loss' model for the 
measurement of the impairment of financial assets, as opposed to an incurred credit loss model under 
IAS 39. The expected credit loss model requires an entity to account for expected credit losses and 
changes in those expected credit losses at each reporting date to reflect changes in credit risk since 
initial recognition. In other words, it is no longer necessary for a credit event to have occurred before a 
credit loss is recognized. 

 Hedge accounting. Introduces a new hedge accounting model that is designed to be more closely 
aligned with how entities undertake risk management activities when hedging financial and non-financial 
risk exposures. Under IFRS 9, greater flexibility has been introduced to the types of transactions eligible 
for hedge accounting, specifically broadening the types of instruments that qualify for hedging 
instruments and the types of risk components of non-financial items that are eligible for hedge 
accounting. In addition, the effectiveness test has been overhauled and replaced with the principal of an 
‘economic relationship’. Retrospective assessment of hedge effectiveness is also no longer required. 
Enhanced disclosure requirements about an entity’s risk management activities have also been 
introduced. 

 Derecognition. The requirements for the derecognition of financial assets and liabilities are carried 
forward from IAS 39. 

 
The standard is effective from 1 January 2018 with early application permitted. Depending on the chosen 
approach to applying IFRS 9, the transition can involve one or more than one date of initial application for 
different requirements. 
 
The management of the Company anticipates that the application of IFRS 9 in the future may have a 
significant impact on amounts reported in respect of the Company's financial assets and financial liabilities. 
However, it is not practicable to provide a reasonable estimate of the effect of IFRS 9 until a detailed review 
has been completed. 
 
Amendments to IFRS 11 - Accounting for Acquisitions of Interests in Joint Operations 
The amendments to IFRS 11 provide guidance on how to account for the acquisition of a joint operation 
that constitutes a business as defined in IFRS 3 Business Combinations. Specifically, the amendments 
state that the relevant principles on accounting for business combinations in IFRS 3 and other standards 
should be applied. The same requirements should be applied to the formation of a joint operation if and 
only if an existing business is contributed to the joint operation by one of the parties that participate in the 
joint operation. A joint operator is also required to disclose the relevant information required by IFRS 3 and 
other standards for business combinations. 
 
The management of the Company does not anticipate that the application of these amendments will have a 
material impact of the Company’s financial statements. 
 
Amendments to IAS 16 and IAS 38 - Clarification of Acceptable Methods of Depreciation and 
Amortisation 
 
The amendments to IAS 16 prohibit entities from using a revenue-based depreciation method for items of 
property, plant and equipment. The amendments to IAS 38 introduce a rebuttable presumption that 
revenue is not an appropriate basis for amortization of an intangible asset. This presumption can only be 
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rebutted when the intangible asset is expressed as a measure of revenue, or when it can be demonstrated 
that revenue and consumption of the economic benefits of the intangible asset are highly correlated.  
 
The amendments apply prospectively for annual periods beginning on or after 1 January 2016. Currently, 
the Company uses straight-line method for depreciation and amortization of its property, plant and 
equipment and intangible assets, respectively. The management of the Company does not anticipate that 
the application of these amendments will have a material impact on the Company’s financial statements. 
 
Amendments to IAS 16 and IAS 41 - Agriculture: Bearer Plants 
The amendments to IAS 16 and IAS 41 define a bearer plant and require biological assets that meet the 
definition of a bearer plant to be accounted for as a property, plant and equipment in accordance with IAS 
16, instead of IAS 41. The produce growing on bearer plants continues to be accounted for as agricultural 
produce in accordance with IAS 41.  
 
The management of the Company does not anticipate that the application of these amendments will have a 
material impact on the Company’s financial statements. 
 
Amendments to IAS 27 - Equity Method in Separate Financial Statements 
The amendments to IAS 27 allows entities to apply the equity method as one of the option for accounting 
for its investments in subsidiaries, joint ventures and associates in its separate financial statements. The 
amendments are effective from 1 January 2016 with earlier application permitted.  
The management of the Company does not expect any impact of these amendments on the financial 
statements as the Company does not prepare its separate financial statements.  
 
Amendments to IFRS 10 and IAS 28 - Sale or Contribution of Assets between an Investor and its 
Associate or Joint Venture 
The amendments clarify that on a sale or contribution of assets to a joint venture or associate or on a loss 
of control when joint control or significant influence is retained in a transaction involving an associate or a 
joint venture, the extent of any gain or loss recognized depends on whether the assets or subsidiary 
constitute a business, as defined in IFRS 3. When the assets or subsidiary constitutes a business, any gain 
or loss in recognized in full, when the assets or subsidiary do not constitute a business, the entity’s share of 
the gain or loss is eliminated. The amendments apply prospectively to transactions occurring in annual 
periods beginning on or after 1 January 2016 with early application permitted.  
 
The management of the Company does not anticipate that the application of these amendments will have a 
material impact on the Company’s financial statements. 
 
Annual Improvements to IFRSs 2010-2012 Cycle 
The Annual Improvements to IFRSs 2010-2012 Cycle include a number of amendments to various IFRSs, 
which are summarized below. 
 
The amendments to IFRS 2 change the definition of ‘vesting condition’ and ‘market condition’ and add 
definitions for ‘performance condition’ and ‘service condition’ which were previously included within the 
definition of ‘vesting condition’. 
 
The amendments to IFRS 3 clarify that contingent consideration that is classified as an asset or liability 
should be measured at fair value at each reporting date, irrespective of whether the contingent 
consideration is a financial instrument within the scope of IAS 39 or IFRS 9 or a non-financial asset or 
liability. 
 
The amendments to IFRS 8 require an entity to disclose the judgements made by management in applying 
the aggregation criteria to operating segments and clarify that a reconciliation of the total of the reportable 
segments’ assets to the entity’s assets should only be provided if the segment assets are regularly 
provided to the chief operating decision-maker.  
 
The amendments to the basis for conclusions of IFRS 13 clarify that the issue of IFRS 13 and 
consequential amendments to IAS 39 and IFRS 9 did not remove the ability to measure short-term 
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receivables and payables with no stated interest rate at their invoice amounts without discounting, if the 
effect of discounting is immaterial. These amendments are considered to be effective immediately. 
 
The amendments to IAS 16 and IAS 38 remove perceived inconsistencies in the accounting for 
accumulated depreciation/ amortisation when an item of property, plant and equipment or an intangible 
asset is revalued. The amended standards clarify that the gross carrying amount is adjusted in a manner 
consistent with the revaluation of the carrying amount of the asset and that accumulated depreciation/ 
amortisation is the difference between the gross carrying amount and the carrying amount after taking into 
account accumulated impairment losses. 
 
The amendments to IAS 24 clarify that a management entity providing key management personnel 
services to a reporting entity is a related party of the reporting entity. Consequently, the reporting entity 
should disclose as related party transactions the amounts incurred for the service paid or payable to the 
management entity for the provision of key management personnel services. However, disclosure of the 
components of such compensation is not required. 
 
The management of the Company does not anticipate that the application of these amendments will have a 
significant effect on the financial statements. 
 
Annual Improvements to IFRSs 2011-2013 Cycle 
The Annual Improvements to IFRSs 2011-2013 Cycle include the following amendments to various IFRSs. 
 
The amendments to IFRS 3 clarify that the standard does not apply to the accounting for the formation of 
all types of joint arrangement in the financial statements of the joint arrangement itself. 
 
The amendments to IFRS 13 clarify that the scope of portfolio exception for measuring the fair value of a 
group of financial assets and financial liabilities on a net basis includes all contracts that are within the 
scope of, and accounted for in accordance with, IAS 39 or IFRS 9, even if those contracts do not meet the 
definitions of a financial assets or financial liabilities within IAS 32. 
 
The amendments to IAS 40 clarify that IAS 40 and IFRS 3 are not mutually exclusive and application of 
both standards may be required. Consequently, an entity acquiring investment property must determine 
whether the property meets the definition of investment property in terms of IAS 40, and whether the 
transaction meets the definition of a business combination under IFRS 3. 
 
The management of the Company does not anticipate that the application of these amendments will have a 
significant effect on the financial statements. 
 
Annual Improvements to IFRSs 2012-2014 Cycle 
The Annual Improvements to IFRSs 2012-2014 Cycle include the following amendments to various IFRSs. 
 
The amendments to IFRS 5 clarify that reclassification of an asset or a disposal group from held for sale to 
held to distribution to owners or vice versa should not be considered changes to a plan of sale or a plan of 
distribution to owners and that the classification, presentation and measurement requirements applicable to 
the new method of disposal should be applied. In addition, amendments clarify that assets that no longer 
meet the criteria for held for distribution to owners and do not meet the criteria for held for sale should be 
treated in the same way as assets that cease to be classified as held for sale. The amendments should be 
applied prospectively. 
 
The amendments to IFRS 7 provide additional guidance to clarify whether a servicing contract is continuing 
involvement in a transferred asset for the purposes of the disclosures required in relation to transferred 
assets. In addition, amendments to IFRS 7 were made to clarify that the disclosure requirements on 
offsetting financial assets and financial liabilities are not explicitly required to be included in the condensed 
interim financial statements for all interim periods, however, the disclosures may need to be included in 
condensed interim financial statements to comply with IAS 34. The amendments should be applied 
retrospectively. 
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The amendments to IAS 19 clarify that the high quality corporate bonds used to estimate the discount rate 
for post-employment benefits should be issued in the same currency as the benefits to be paid. The 
amendments apply from the beginning of the earliest comparative period presented in the financial 
statements in which the amendments are fist applied. 
 
The amendments to IAS 34 clarify that information required by IAS 34 that is provided elsewhere within the 
interim financial report but outside the interim financial statements should be incorporated by way of a 
cross-reference from the interim financial statements to the other part of the interim financial report that is 
available to users on the same terms and at the same time as the interim financial statements. 
 
The management of the Company does not anticipate that the application of these amendments will have a 
significant effect on the financial statements. 
 
5. Cash and cash equivalents 

Cash and cash equivalents represent cash in current accounts held in five local commercial banks. See 
Note 20 for credit exposure and concentration risk analysis.  
 
6. Term deposits in banks 
 
In AMD thousand December 31,  2014   December 31, 2013 

Placements with banks  578,019  1,241,632  

Accrued interest   2,021  5,763  

Total term deposits in banks 580,040  1,247,395 

 
At  December 31, 2014 and 2013 term deposits are placed with 4 commercial banks. At December 31, 
2014 term deposits in the amount of AMD 448,806 thousand are placed with 2 banks (2013: no significant 
concentrations of term deposits).  
 
7. Available for sale and held to maturity financial assets 
 
In AMD thousand December 31,  2014   December 31, 2013 

Assets available for sale    

Government fixed interest rate debt securities     

- Held by the Company 594, 380  332,719 

- Pledged under repurchase agreements -  332,719 

 594, 380  665,438 

Assets held to maturity    

Government fixed interest rate debt securities 663,619  374,196 

 663,619  374,196 

 
During 2014 the Company acquired Government long-term debt securities in the amount of AMD 277,355 
thousand and classified them as available for sale. In December 2014 the Company reclassified them as 
held to maturity as the Company believes that it has the intention and ability to hold those securities till 
maturity. The net unrealized gain of AMD 972 thousand attributable to those assets available for sale were 
recognized in other comprehensive income as at transfer date were reclassified to profit or loss 
immediately on the transfer date as the effect of amortizing the gain over the remaining life of the held to 
maturity asset was deemed insignificant.  
 
8. Transfers of financial assets 

Transferred financial assets that are not fully derecognized 

 
In AMD thousand  December 31, 2014   December 31, 2013 

Carrying amount of available for sale financial assets which 
have been transferred or pledged under repurchase 
agreements  -                 332,719 
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Total transferred and pledged financial assets which were 
not derecognized -  332,719 

Carrying amount of the relevant liability  -                 332,022 

The Company has transactions under repurchase agreements. Securities lent or sold under repurchase 
agreements are transferred to a third party in exchange for cash received by the Company. These financial 
assets may be repledged or sold by counterparties in the absence of default by the Company but the 
counterparty has an obligation to return the securities at the maturity of the contract. The Company has 
determined that it retains substantially all the risks and rewards of these securities and therefore has not 
derecognized them. These transactions are conducted under terms that are usual and customary to 
standard lending, and securities borrowing and lending activities as well as requirements determined by 
exchanges where the Company acts as an intermediary. 

As at December 31, 2013 the repurchase agreement was signed with Ameriabank cjsc, at the rate of 
8.25% per annum and maturing in the period of 31 days. Assets pledged under the repurchase agreement 
in the amount of AMD 332,719 thousand represented Government debt securities available for sale. As at 
December 31, 2013 the associated liability of AMD 332,022 thousand included interest accrued in the 
amount of AMD 375 thousand and had non-discounted cash flows before maturity of AMD 333,971 
thousand.  

As at December 31, 2014 the Company had signed a reverse repurchase agreement with an investment 
entity in the amount of AMD 205,348 thousand. The securities received as collateral for the reverse 
repurchase agreement represented Government fixed interest rate debt securities and had a fair value of 
AMD 218,248 thousand as at reporting date.  

 

9. Property and equipment 

In AMD thousand 
Computers  

Furniture and 
equipment  Other  Total 

        

Cost        
Balance at October 23, 2013   
(date of incorporation) -  -  -  - 

Additions 860  -  -  - 

Balance at December 31, 2013 860  -  -  860 

        

Additions 4,286  2,610  226  7,122 

Balance at December 31, 2014 5,146  2,610  226  7,982 

        

Accumulated depreciation         
Balance at October 23, 2013  
(date of incorporation) -  -  -  - 

Depreciation charge 2  -  -  2 

Balance at December 31, 2013 2  -  -  2 

        

Depreciation charge 990  825  29  1,844 

Balance at December 31, 2014 992  825  29  1,846 

        

Net book value        

At December 31, 2014 4,154  1,785  197  6,136 

At December 31, 2013 858  -  -  858 

At October  23, 2013  (date of incorporation) -  -  -  - 

 
10. Other assets 

In AMD thousand December 31, 2014  December 31, 2013 

    

Other non-financial assets    
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Prepayments       1,978   24 

Settlements on taxes other than income tax           780   - 

Total other assets 2,758  24 

 
11. Other liabilities 

In AMD thousand December 31, 2014  December 31, 2013 

Other financial liabilities    

Settlements on other operations 703           - 

Payable to employees 4,540         772 

Total other liabilities 5,243  772 
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12. Income tax expense 

In AMD thousand 

2014  

 Period from 
October 23, 2013 

(date of incorporation) to 
31 December 2013 

Current tax expense 32,585  -  

Deferred tax (benefit) / expense (400)  2,523 

Total income tax expense 32,185  2,523  

 
The corporate income tax rate in the Republic of Armenia is 20%. Deferred tax is calculated on the base 
interest rate of 20%. The reconciliation between the effective corporate income tax expense and 
accounting profit is presented below. 
 
In AMD thousand 

2014  % 

 Period from 
October 23, 2013 

(date of incorporation)  
to 31 December 2013  % 

Profit before tax  161,105    8,166  - 
Tax at the corporate income tax 
rate of 20%  32,221  20.0%  1,633  20.0% 
Effects of non deductible 
expenses 854  0.5%  -  - 
Effect of previously unrecognised 
and unused tax losses (890)  (0.6%)  -  - 
Effect of unused tax losses for 
which no deferred tax assets is 
recognised -  -  890  11.0% 

Total profit tax cost  32,185  20.0%  2,523  31.0% 

 
The following is the analysis of deferred tax assets/(liabilities) presented in the statement of financial 
position as at December 31, 2014: 
 
In AMD thousand 

January 1,  2014  
Recognised in 

profit or loss  
Recognized 

in equity  December 31, 2014 

Cash and cash equivalents (25)  4  -  (21) 

Term deposits in banks  (2,495)  924  -  (1,571) 

Available-for-sale assets  (1,958)  (194)  14,212  12,060 

Property and equipment  (3)  (663)  -  (666) 

Other asserts -  (4)  -  (4) 

Other liabilities -  333  -  333 

Net deferred tax asset/ 
(liability)   (4,481)  400  14,212  10,131 

 
The following is the analysis of deferred tax assets/(liabilities) presented in the statement of financial 
position as at December 31, 2013: 
 
In AMD thousand October 23,  2013 

(date of 
incorporation)  

Recognised in 
profit or loss  

Recognized 
in equity   December 31, 2013 

Cash and cash equivalents -      25   -  25 

Term deposits in banks  -     2,495   -  2,495 

Available-for-sale assets  -  -  1,958  1,958 

Property and equipment  -  3  -  3 

Total deferred tax liability   -  2,523  1,958  4,481 
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Equity 

As at 31 December 2014 and 2013 the Company’s registered and paid-in share capital was AMD 
1,500,000 thousand. The sole shareholder of the Company is the Republic of Armenia. 

 
The Company’s reserves subject to distribution are limited to the accumulated profit calculated per the RA 
legislation. The amounts not subject to distribution are represented by the general reserve, which is created 
according to the requirements of the RA Legislation to cover the losses of the Company, if the Company’s 
profit and other means are not sufficient for that purpose. The reserve was created according to the 
Company’s charter, which envisages the reserve in the amount of no less than 15% of the share capital 
presented in the accounting of the company. As at 31 December 2014, the reserve fund amounted to AMD 
450,000 i.e. 30% of the share capital  
 
13. Net interest income 

 
In AMD thousand 

 
2014  

Period from   
October 23, 2013  

(date of incorporation)  
to 31 December 2013 

Interest income    

Term deposits in banks   161,696    5,766  

Available for sale financial assets  94,487   3,522  

Held to maturity financial assets             42,294   2,078  

Reverse repo transactions 1,842  - 

Total interest and similar income 300,319      11,366  

       

Interest expense    

Repurchase agreements   (38,921)  (375)  

Total interest and similar expense (38,921)  (375)  

Net interest income  261,398  10,991 

 
14. Other expenses 

In AMD thousand 

2014 

 Period from 
October 23, 2013 

(date of incorporation) 
to 31 December 2013 

    

Operating lease        16,765   - 

Business trip expenses            5,841   - 

Membership fee            2,768   - 

Professional services           1,307   - 

Communications              1,262   - 

Stationery           1,161   293 

Advertising costs                558   - 

Business development expenses               330   - 

Taxes, other than income tax               182   - 

Property and equipment maintenance              170   - 

Other expenses 790  - 

Total operating expenses 31,134  293 

 

15.  Contingencies  

Legal and tax liabilities  
 
Business environment: Armenia continues to undergo political and economic changes. As an emerging 
market, Armenia does not possess a developed business and regulatory infrastructure that generally exists 
in a more mature free market economy. In addition, economic conditions continue to limit the volume of 
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activity in the financial markets, which may not be reflective of the values for financial instruments. The 
main obstacle to further economic development is a low level of economic and institutional development, 
along with a centralized economic base, regional instability and international economic crisis. 
Devaluation of AMD started at the end of November 2014 and continued during December 2014. The 
devaluation of Armenian Dram depends on a number of factors, such as global economic development, in 
the first place the impact of growth in the United States that has increased the value of US dollar against 
the currencies of developing and developed countries. The CIS countries were multiplied by geopolitical 
problems and the fall in oil prices. These factors have led to a sharp reduction in economic growth in 
Russia and the devaluation of its national currency. This in turn increased the pressure across the CIS 
region, reflected in the reduction of dollar inflows from exports and remittances.  
 
The possible effects of these factors on the Company may include the inability to pay creditors when they 
become due, impaired reputation, difficulties in selling the goods, difficulties in obtaining funds, etc. All 
these problems may lead to the lessened liquidity of the Company and, accordingly, to going concern 
problems. Also, there are still uncertainties about the economic situation of countries, collaborating with 
Armenia, due to the forecasted slowdown in the world economy, which may lead to the shortage of money 
transfers from abroad, as well as to the decline in the prices of mining products, upon which the economy 
of Armenia is significantly dependant. In times of more severe market stress the situation of Armenian 
economy and of the Company may be exposed to deterioration. 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  Company may be affected. 
 
The financial statements of the Company do not include the effects of adjustments, if any, which might 
have been considered necessary, had the effects of the factors described above become observable and 
reliably measurable in Armenia. 
 
Legal proceedings: The Company has not been subject of material legal proceeding as at December 31, 
2014. 

 
Taxes: The taxation system in Armenia is relatively new and is characterized by frequently changing 
legislation, which is often subject to interpretation. Often differing interpretations exist among various 
taxation authorities and jurisdictions. Taxes are subject to review and investigations by tax authorities, which 
are enabled by law to impose severe fines and penalties. 
 
These facts may create tax risks in Armenia substantially more than in other developed countries. 
Management believes that it has adequately provided for tax liabilities based on its interpretation of tax 
legislation. However, the relevant authorities may have differing interpretations and the effects could be 
significant. 
 
Operating lease commitments: The Company’s operating lease agreements are cancellable subject to 
notice periods provided. 
 

16. Related party transactions  
 

In accordance with IAS 24 Related Party Disclosures, parties are considered to be related if one party has 
ability to control the other party or exercise significant influence over the other party in making financial or 
operational decisions. For the purpose of the present financial statements, related parties include 
shareholders, members of Company’s Management as well as other persons and enterprises related with 
and controlled by them respectively. The ultimate controlling party of the Company is the Republic of 
Armenia. 
 
Throughout its activity, the Company has entered into several transactions with the related parties. These 
transaction involve acquisition of State bond and management compensation. Transactions are carried out 
on commercial terms and at market rates. 
 
The volumes of related party transactions, outstanding balances at the year end are as follows: 

 
Transactions with management and directors 
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During 2014 management remuneration included in personnel expenses in the statement of profit or loss 
and other comprehensive income amounted to AMD 42,895 thousand (Period from October 23, 2013 to 
December 31, 2013: AMD 1,800 thousand).  
 
Transactions with other related parties  

Other related party transactions include transactions with the Republic of Armenia Government. 

In AMD thousand December 31,  2014  December 31,  2013 

    

Statement of financial position     

Assets    

Available-for-sale financial assets    

 Held by the Company 594,380        332,719  

 pledged under repurchase agreements -                 332,719 

Held to maturity financial assets 663,619  374,196 

 1,257,999  1,039,634 

 
In AMD thousand 

2014  

Period from 
October 23, 2013 

(date of incorporation) 
to 31 December 2013 

Statement of profit and loss and other comprehensive 
income  

  
 

Interest income from the financial assets available for sale 94,487   3,522  

Interest income from held to maturity financial assets             42,294   2,078  

Net gain on available-for-sale financial assets 972  - 

 137,753  5,600 

 
17. Fair value of the financial instruments  

 

Fair value vs carrying amounts  

Because of the short term nature of most financial assets and financial liabilities, management believes that 
their carrying amounts approximate their fair values. For certain other financial assets and financial 
liabilities, management uses discounted cash flows to estimate fair value. Interest rates used to discount 
these estimated cash flows are based on the government yield curve at the reporting date plus currency, 
maturity of the instrument and credit risk of the counterparty, and were as follows:  

 
 December 31,  2014   December 31,  2013 

Assets available for sale 13.30-14.36%  10.67% 

  
Fair value hierarchy 

In the statement of financial position, the financial assets and liabilities are presented based on the 
presented hierarchy of fair value. This hierarchy separates financial assets and liabilities to three levels 
based on the significance of instruments applied for the measurement of their fair value. 
 
In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2 or 3 
based on the degree to which the inputs to the fair value measurements are observable and the 
significance of the inputs to the fair value measurement in its entirety, which are described as follows:  
 

 Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the 
entity can access at the measurement date; 

 Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the 
asset or liability, either directly or indirectly; and 
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 Level 3: Valuation techniques using significant unobservable inputs. This category includes all 
instruments where the valuation technique includes inputs not based on observable data 
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In AMD thousand Level  1  Level 2  Level 3  December 31, 2014 

Assets available for sale        

- Held by the Company -  594,380  -  594,380 

- Pledged under repurchase agreements  -  -  -  - 

Total  -  594,380  -  594,380 

 

In AMD thousand Level  1  Level 2  Level 3  December 31, 2013 

Assets available for sale        

- Held by the Company -     332,719   -     332,719  

- Pledged under repurchase agreements  -      332,719  -      332,719 

Total  -  665,438  -  665,438 

 

18. Capital management 

The Company is subject to minimum capital requirements set by the Central Bank of Armenia (CBA).  

The Company defines as capital items defined by statutory regulation for insurance companies. Under the 
current capital requirements set by the CBA insurance companies are required to have a minimum level of 
regulatory capital of AMD 1,500,000 thousand. As of 31 December 2014 and 2013 the regulatory capital of 
the Company was AMD 2,029,980 thousand and AMD 1,957,082 thousand, respectively. During the year 
ended 31 December 2014 the Company did not have noncompliance with the minimum level of regulatory 
capital. 

 
19. Risk management 

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

 Credit exposures; 

 Liquidity risk; 

 Market risk. 
 

Risk management policies and procedures 
  
The risk management policies aim to identify, analyze and manage the risks faced by the Company, to set 
appropriate risk limits and controls, and to continuously monitor risk levels and adherence to limits. Risk 
management policies and procedures are reviewed regularly to reflect changes in market conditions, 
products and services offered and emerging best practice.  
 
The Board has overall responsibility for the oversight of the risk management framework, overseeing the 
management of key risks and reviewing its risk management policies and procedures as well as approving 
significantly large exposures. 
 
Both internal and external risk factors are disclosed and managed within the Company’s organizational 
structure.   
 
Credit risk 
 
The Company’s portfolio of fixed income securities, term deposits in banks, current accounts are subject to 
credit risk. This risk is defined as the potential loss in value resulting from adverse changes in a borrower’s 
ability to repay the debt. The objective of the Company is to earn competitive returns by investing in a 
diversified portfolio of securities. The Company manages this risk by buying only government issued 
securities. 
 
To mitigate the credit risk of placements with banks, the Company aims to diversify its placements and 
mainly invests its funds with those Armenian banks whose credibility is assessed as high by the 
management. The Company’s exposure to credit risk is monitored on an ongoing basis.  
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The maximum exposure to credit risk is generally reflected in the carrying amounts of financial assets on 
the statement of financial position and unrecognized contractual commitment amounts. The impact of 
possible netting of assets and liabilities to reduce potential credit exposure is not significant. 

 

In AMD thousand December 31, 2014     December 31, 2013 

Cash and cash equivalents  10,642  12,482 

Reverse repurchase agreements 205,348   - 

Placements with banks 580,040  1,247,395 

Available-for-sale investments    

- Held by the Company 594,380            332,719  

- Pledged through repurchase agreements -                 332,719  

Financial assets held to maturity  663,619  374,196 

 2,054,029  2,299,511 

 
Liquidity risk 
 
Liquidity risk is the risk that the Company will encounter difficulty in raising funds to meet its commitments. 
Liquidity risk exists when the maturities of assets and liabilities do not match. The matching and/or 
controlled mismatching of the maturities and interest rates of assets and liabilities is fundamental to the 
management of financial institutions, including the Company. It is unusual for financial institutions ever to 
be completely matched since business transacted is often of an uncertain term and of different types. An 
unmatched position potentially enhances profitability, but can also increase the risk of losses. 
 
The Company maintains liquidity management with the objective of ensuring that funds will be available at 
all times to honor all cash flow obligations as they become due. The Company’s liquidity policy is reviewed 
and approved by the management. 
 
The following table shows financial assets and liabilities of the Company by their remaining contractual 
maturity as at 31 December 2014 and 2013 based on undiscounted cash outflows. 
 

 2014 

In AMD thousand Demand or 
up to 1 
month  

1 to 3 
months  

3 to12 
months  1-5 years  

More than 5 
years 

 

December 31, 
2014 

Other liabilities 5,243  -  -  -  -  5,243 

Total 5,243  -  -  -  -  5,243 

 
 2013 
In AMD thousand Demand or 

up to 1 
month  

1 to 3 
months  

3 to12 
months  1-5 years  

More than 5 
years 

 

December 31, 
2013 

Liabilities under 
repurchase 
agreements 333,971  -  -  -  -  333,971 

Other liabilities 176  -  -  -  -  176 

Total 334,147  -  -  -  -  334,147 

 
The following table represents financial assets and liabilities of the Company per the expected maturity 
dates. Financial assets available for sale are represented in the column ‘demand or up to 1 month’ as the 
Company’s management believes that these are highly liquid assets which may be sold on demand to 
meet the requirements for cash outflows of financial liabilities. 
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 2014 

In AMD thousand Demand or  
up to 1 month  1 to 3 months  3 to12 months  1-5 years  

More than 
 5 years   December 31, 2014 

Cash and cash equivalents  10,642  -  -  -  -  10,642 
Reverse repurchase agreements 205,348  -  -  -  -  205,348 
Term deposits with banks  132,021  -  245,000  203,019  -  580,040 

Available-for-sale financial assets            

 Held by the Company 594,380  -  -  -  -  594,380 

Held to maturity financial assets -  36,100  33,659  214,651  379,209  663,619 

Total financial assets 942,391  36,100  278,659  417,670  379,209  2,054,029 

            

Other liabilities 5,243  -  -  -  -  5,243 

Total financial liabilities 5,232  -  -  -  -  5,243 

Net position  937,148  36,100  278,659  417,670  379,209  2,048,786 

Accumulated gap 937,148  973,248  1,251,907  1,669,577  2,048,786   

 
 
 2013 

In AMD thousand Demand or 
 up to 1 month  1 to 3 months  3 to12 months  1-5 years  

More than  
5 years  December  31, 2013 

Cash and cash equivalents  12,482  -  -  -  -  12,482 

Placements with banks  5,763  -  951,647  289,985  -  1,247,395 

Available-for-sale financial assets            

 held by the Company       332,719   -  -  -  -  332,719 

 pledged under repurchase 
agreements 332,719   -  -  -  -  332,719 

Held to maturity financial assets -  1,243  1,158  7,372  364,423  374,196 

Total financial assets 683,683  1,243  952,805  297,357  364,423  2,299,511 

            
Liabilities under repurchase 
agreements 332,022  -  -  -  -  332,022 

Other liabilities 176  -  -  -  -  176 

Total financial liabilities 332,198  -  -  -  -  332,198 

            

Net position  351,485  1,243  952,805  297,357  364,423  1,967,313 

Accumulated gap 351,485  352,728  1,305,533  1,602,890  1,967,313   
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Market risk 
 
Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in market prices.  Market risk comprises interest rate risk. Market risk arises from 
interest rate, which are exposed to general and specific market movements and changes in the level 
of volatility of market prices. 
 
The objective of market risk management is to manage and control market risk exposures within 
acceptable parameters, whilst optimizing the return on risk. 
 
Interest rate risk 

 
The table below displays interest bearing assets and liabilities of the Company and their average 
effective interest rates for interest bearing assets and liabilities. These interest rates are an 
approximation of the yields to maturity of these assets and liabilities. 

 
In AMD thousand 

December 31, 
2014  

Average 
effective 

interest rate  
 December 31, 

2013  

Average 
effective 

interest rate 

   %    % 

Interest bearing assets        

Term deposits in banks 580,040  13.6%  1,247,395  13.2% 

Available-for-sale investments         

- held by the Company 594,380  11%    332,719   11% 
- pledged under repurchase 
agreements -  -  332,719   11% 

Held to maturity assets 663,619  11%  374,196  11% 

 1,838,039    2,287,029   

Interest bearing liabilities         

Liabilities under repurchase 
agreements -  -  332,022  8.25% 

 
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in market interest rates. Interest rate risk arises when actual or foreseen assets 
with certain maturity are above or below the actual or foreseeable liabilities with the same maturity. 
 
Interest rate sensitivity analysis 
 
The management of interest rate risk based on interest rate gap analysis is supplemented by 
monitoring the sensitivity of financial assets and liabilities. An analysis of sensitivity of profit or loss and 
equity to changes in interest rates (repricing risk) based on a simplified scenario of a 100 basis point 
(bp) symmetrical fall or rise in all yield curves and positions of interest-bearing assets and liabilities 
existing as at 31 December 2014: 
 
In AMD thousand 

2014 

 Period from  October 23, 2013  
(date of incorporation) to 31 

December 2013 

100 bp parallel rise  12,437  12,690 

100 bp parallel fall  (12,437)  (12,690) 

 
An analysis of sensitivity of profit or loss and equity as a result of changes in the fair value of financial 
instruments available-for-sale due to changes in the interest rates based on positions existing as at 31 
December 2014 and a simplified scenario of a 100 bp symmetrical fall or rise in all yield curves is as 
follows: 
 
In AMD thousand 

 2014  

Period from  October 23, 2013 
(date of incorporation) to 31 

December 2013 

100 bp parallel rise  (23,125)  (23,798) 

100 bp parallel fall  38,776  25,359 
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Currency risk 
 
The Company does not have assets and liabilities denominated in foreign currencies, except for EURO 
denominated current account valance of 260 EUR, equivalent of AMD 150 thousand as at 31 
December 2014. 
 
Other price risk 
 
As at report date, the Company did not have financial assets and liabilities exposing the Company to 
other price risk.  
 


