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Directors’ report

The Directors submir their report for the year ended 31 December 2022.

1. Review of activities

Main business and operations

Petrochem Group LLC is mainly engaged 1n production of chemicals, sales of lubricants, agency activities for
the sales of different goods, distribution, import and export of chemical products and provision of other
services.

Petrochem Performance Products LLC 1s mainly engaged in sale, marketing and production of chemicals and
assoctated products including equipment systems as well as provision of related services to the upstream oil

and gas sector in the Republic of Azerbaijan.

Petrochem Kazakhstan 1.LP was mainly engaged in sales of lubricants, import and export of chemical products
and provision of other services. This company was disposed off during the current year.

Petrochem Group LLC, Petrochem Performance Products LLC and Petrochem Kazakhstan LLP are together
referred to as the “Group™.

Consolidated operating results and consolidated statement of financial positon of the Group are fully set out
in the attached consolidated financial statements. The consolidated net profit after tax for the current year is
UED 909,498 (2021: USD 1,743,705).

2 Directors

The Director of Petrochem Group LLC during the year and to the date of this report 1s Mr. Ahad Aliyev.

The Director of Petrochem Performance Products LLC is Mr. Elshad Ganryev.

3. Auditors

Grant Thornton were appointed as auditors of the Group for the year ended 31 December 2022 and being
chgible, have offered themselves for re-appointment. The Directors have proposed their appoimtment as

auditors of the Group for the year ending 31 December 2023.

"These consolidated financial statements for the vear ended 31 December 2022 (including comparatives) were
approved on 12 May 2023 and signed by:

On behalf of the Management Board:

Mrt. Ahad Alivev - L Mr. Rauf Farzalivev

(Director) AN (Chief Accountant)

-




Independent auditor's report
To the Shareholders of Petrochem Group LLC and its subsidiaries

Report on the Consolidated Financial Statements
Qualified opinion

W ¢ have audited the accompanving consolidated financial statements of Perrochem Group LLC and its
subsidiaries (the “Group”) which comprise the consolidated statement of financial position as at 31
December 2022, and the consobdated statement of comprehensive income, the consolidated statement of
changes i equity and consolidated statement of cash flows for the vear then ended. and notes to the
consolidated financial statements, including a summary of significant accounting policies.

[n our opinion, except for the effects of the matter described in the basis for qualified opinion section of our
report, the consolidated financial statements give a true and fair view of the consolidated financial position of
the Group as at 31 December 2022, and of its consolidated financial performance and its consolidated cash
flows for the year then ended m accordance with International Financial Reporung Standards (IFRS).

Basis for qualified opinion

We were not appointed as auditors of the Group until after 31 December 2019 and thus did not observe the
counung of physical inventories at that reporting date. We were unable to satisfy ourselves by alternative
means concerning the inventory quantities and valuation held as ar 31 December 2019, which are stated in the
consolidated statement of financial position as at USD 1,971,894 As a result of this matter, we were unable
to determine whether any adjustments might have been necessary in respect of recorded or unrecorded
mventory, and elements making up the consolidated statement of comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash flows.

We conducted our audit in accordance with International Standards on Audinng (IS\). Our responsibilities
under those standards are further described in the Auditor's Responsivulitie: for t0e Audit of the Vinancial Statemen
section of our report. We are independent of the Group in accordance with International Frthics Standards
Board for Accountants Code of Lthics for Professional Accountants (IESB.\ Code), and we have fulfilled
our other ethical responsibilities 1n accordance with the requirements of the IESB.\ Code. We believe that the
audit evidence we have obtained 1s sufficient and appropriate to provide a basis for qualified our opinion.

Emphasis of matter paragraph

As mentioned in note 1 to the consolidated financial statements, we have audirted Petrochem Group LLC,
Petrochem Performance Products LLC and Petrochem Kazakhstan LLP scparatelr under the accountng
framework “International Financial Reporting Standard”, however results and operanons of these entities are
consolidated for management’s purposes, investors and for lenders only
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Independent auditor's report (continued)
To the Shareholdets of Petrochem Group LLC and its subsidiaries

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

Management 1s responsible for the preparaton and fair presentation of the consolidated financial statements
in accordance with [FRS and for such internal control as management determines is necessary to enable the
preparation of consolidated financial statements that are free from material misstatement, whether due ro
fraud or error.

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

Those charged with governance are responsible for overseeing the Group’ financial reporting process.
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to tssue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an audit
conducted in accordance with IS\ will always detect a material misstatement when 1t exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these consolidated
financial statements.

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

e ldenufy and assess the risks of marterial misstatement of the consolidated financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and obrain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulung from error, as fraud may
involve collusion, forgery, intentonal omissions, misrepresentatons, or the override of internal control.

¢  Obtain an understanding of internal control relevant to the audit in order 1o design audit procedures that
arc appropriate in the circumstances, but not for the purpose of cxpressing an opinion on the
effectiveness of the Group’ mternal control.

® Tivaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

e (Conclude on the appropria[cnus:a of management’s use of the gojng concern basis of accountng and,
based on the audit evidence obtamed, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Group’ ability to continue as a going concern. If we conclude that
a material uncertainty exists, we are required w draw attenton in our auditor’s report to the related
disclosures in the consolidated financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
I Towever, future events or conditions may cause the Group to cease to contiue as a 20INg concern.

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



Independent auditor's report (continued)
To the Shareholders of Petrochem Group LLC and its subsidiaries

®  Obrain sufficient appropriate audit evidence regarding the financial informaton of the entities or business
actvities within the Group to express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the Group’ audit. We remain solely
responsible for our audit opmion.

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

GRANT THORNTON
Baku, Azerbaijan Republic

12 May 2023



Petrochem Group LLC, Petrochem Performance Products LLC and Petrochem Kazakhstan LLP
Consolidated financial statements

Consolidated statement of financial position

At 31 December 2022
Notes 2022 2021
ASSETS USD UsD
Non-current assets
Property, plant, equipment and right-of-use assets 5 3,479,122 3,659,599
Intangible assets 6 13,736 14,930
Deferred tax asset 21 258,440 260,767
3,751,298 3,935,296
Current assets
Inventories 7 2,322,351 2,055,927
Trade and other receivables 8 1,635,968 2,110,906
Amounts due from related parties 9 515,782 584,540
Loan to a related party 9 - 37,000
Cash and cash equivalents 10 1,877,913 1,417,953
6,352,014 6,206,326
TOTAL ASSETS 10,103,312 10,141,622
EQUITY AND LIABILITIES
Equity
Charter capital 11 3,964,806 3,964,806
Treasury shares 11 (5,000,000) (5,000,000)
Transladon reserves 1,187,379 651,352
Retained earnings 231,103 353,222
383,288 (30,620)
Non-controlling interest 4,015,071 3,354,615
Total equity 4,398,359 3,323,995
LIABILITIES
Non-current liabilities
Borrowings 12 2,666,317 5,000,000
Lease liabilities 13 39,705 99,964
Total non-current liabilities 2,706,022 5,099,964
Current liabilities
Borrowings 12 1,216,005 8,125
Lease liabilities 13 34,570 83,748
Trade and other payables 14 1,724,532 1,625,790
Loan from a related party 3 23,824 -
Total curtent liabilities 2,998,931 1,717,663
Total liabilities 5,704,953 6,817,627
TOTAL EQUITY AND LIABILITIES 10,103,312 10,141,622

These consolidated financial statements for the year ended December 31, 2022 were approved on 12 May 2023
and signed by: '

Mr. Ahad Aliyev P "o M. Rauf Farzaliyev

(Dircctor) // o o (Chief Accountant)

The accompanying notes fromd ta 27 forq an uitegral part of these consolidated financial statements.

— e
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Petrochem Group LLC, Petrochem Performance Products LLC and Petrochem Kazakh--_-

Consolidated financial statements

Consolidated statement of comprehensive income
For the year ended 31 December 2022

Notes 2022 -
USD
Revenue 15 12,303,632 10,600 0~
“ost of sales 16 (7,945,349) 0,30
GROSS PROFIT 4,358,283 S T Ry
Markeung and distribution expenses 17 - =
Admunistrauve and general expenses 18 (2,411,652) 2.6
[.oss on disposal of a subsidiary I (368,974)
Reclassification of translation reserve from other comprehensive
ncome on disposal of a foreign operation (536,027)
F.xchange gain/(loss) — net 9,781 3.3
Uther income — net 9 841,169 T2
PROFIT BEFORE INTEREST AND TAX 1,892,580 2.336.4
Finance costs 20 (305,321) 4812
PROFIT FOR THE YEAR BEFORE TAX 1,587,259 2,288, 3
Taxations:
mcome tax expense 21 (675,434) (6013 2%+
deferred tax (expense)/income 21 (2,327) 0 74
PROFIT FOR THE YEAR 909,498 L7457
Other comprehensive income/(loss)
Reclassificaton of translaton reserve to profit and loss account
n disposal of a foreign operation 536,027
[ranslation reserve =
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 1,445,525 1,739 3
Profit for the year attributable to:
Owners of the Parent Company 543,567 13474
Non-controlling interest 365,931 396.2
909,498 17457
Other comprehensive income/(loss) for the year attributable to:
Owners of the Parent Compan: 536,027 2,
Non-controlling interest - L]
536,027 381~
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 1,445,525 1,739.85

The accompanving notes from 1 1o

27 form an integral part of these con:oldated

financial statements.
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Petrochem Group LLC, Petrochem Performance Products LLC and Petrochem Kazakhstan LLP

Consolidated financial statements

Consolidated statement of changes in equity
For the year ended 31 December 2022

Total

attributable to Non-

Charter Treasury Translation Retained the owners of controlling Total

capital shares reserves earnings Parent interest (NCI) equity

USD UsD USD UsSD UsD USD USD

At 31 December 2020 3,964 806 . 653,452 (269,969) 4,348,289 3,532,071 7,880,360
Profit for the year - - 1,347,430 1,347,430 396,275 1,743,705
Other comprehensive income - - (2,100) (2,100) (1,718) (3,818)
Total comprehensive income = . (2,100) 1.347.430 1,345,330 394,557 1,739,887
Shares buy back - {5,000,000) - . (5,000,000 = (5,000,000)
Dividend - - - (724,239) (724,239) (572,013 (1,296,252)
At 31 December 2021 3,964,806 (5,000,000 651,352 353,222 (30,620) 3,354,615 3,323,995
Profit for the year - - - 543,567 543,567 365,931 909,498
Other comprehensive income - - 536,027 - 536,027 - 536,027
Total comprehensive income - - 536,027 543,567 1,079,594 365,931 1,445,525
NCI derecognized on disposal of a subsidiary - - - - - 665,945 665,945
Dividend - - - (665,686) (665,686) (371,420) (1,037,106)
At 31 December 2022 3,964,806 (5,000,000) 1,187,379 231,103 383,288 4,015,071 4,398,359

The accompanving notes from 1 to 27 form an integral part of these consolidated financial statements.




Petrochem Group LLC, Petrochem Performance Products LLC and Petrochem Kazakhstan LLP
Consolidated financial statements

Consolidated statement of cash flows
For the year ended 31 December 2022

Notes 2022 2021
USD UsD
OPERATING ACTIVITIES
Nert profit before tax 1,587,259 2,288,316
Adjustments for non-cash and non-operating items:
Depreciation of property, plant, equipment and right-of-use
assers 3 186,202 235,524
Loss on disposal of a subsidiary 1.1 368,974 -
Translation reserve on disposal of a subsidiary 536,027 -
Amortizaton of intangible assers 6 1,194 1,324
Inventories written off during the vear 18 - 73490
Finance costs on lease liabilines 20 11,670 40,001
Finance costs on borrowing 20 293,651 8.125
Gam on disposal of properry, plant and equipment 19 - (992
Reversal of provision for cash at banks 10 - 169
Reversal of provision for trade receivables 8 - (4,944
Provision for cash at banks 10 7,961 9497
Trade receivables written off directly 18 - 7,023
Income arising on termination of lease contract 19 (23,381) (2,355
Provision for trade receivables 8 6,998 305,379
Net changes in working capital
VAT deposit (40,483) 489
Inventorics (796,046) 228,624
I'rade and other receivables 478,074 (513,370
Amounts due from a related parry 68,635 (200,347
Loan to a related party 37,000
Loan from a related party 23,824
Trade and other payables 910,913 548,349
3,658,472 3,017,964
Income tax paid (675,434) (605,232
Net cash generated from operating activities 2,983,038 2,412,709
INVESTING ACTIVITIES
Purchase of property. plant and cquipment excluding right-of-use assets (69,029) (101,376
Proceed from disposal of propertr, plant and equipment 11,237 16,305
Net cash used in investing activities (57,792) (85,071




Petrochem Group LLC, Petrochem Performance Products LLC and Petrochem Kazakhstan

Consolidated financial statements

Consolidated statement of cash flows
For the year ended 31 December 2022

Notes 2022 202

UsD Ush
FINANCING ACTIVITIES
Dividend paid (1,037,106) (1,296,252
Share capital buy back - (5,000,000
Proceeds from borrowings 12 - 5,008,125
Repayment of borrowings 12 (1,125,803) (78,300
Payment of lease Liabilites (41,248) 111,831
I'inance costs paid  (293,651) (8125
Net cash used in financing actvities (2,497,808)  (1486.585
Net change in cash and cash equivalents 427,438 841,055
Effect of exchange rates changes on cash and cash equivalents - (2,608
Cash and cash equivalents, at the beginning of yvear 1,430,035 591,588
Cash and cash equivalents, at the end of vear 10 1,857,473 1430035
The accompanying notes ©zom | to 27 form an integral part of these cons Hlidared financial statements.
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Petrochem Group LLC, Petrochem Performance Products LLC and Petrochem Kazakhstan LLI
Consolidated financial statements

Notes to the consolidated financial statements
For the year ended 31 December 2022

1 Legal status and nature of the operations of the Group

Petrochem Group LLC (the “Company™) was registered in the General department of Nanonal Revenues of
the State Tax Service under the Ministry of Economy under the registration no. 1500220591 issued on 30 Junc
1993 as a limited liability company.

Petrochem Performance Products L1.C was registered by the State Register of Commercial 1.egal Entities of
the Ministry of Taxes of the Republic of Azerbaijan under the tax identification no. 1101584111 issued on 3
May 2017 as a limited company.

Petrochem Kazakhstan LLP was registered in the department of registration of rights for real estate and legal
cnutics of the branch of NC JSC "State Corporation "Government for Citizens” in the Mangvstau
region under the registration no. 1 =290 issued on 27 February 2006 as a limited liabality partnership.

The principal acuvity of Petrochem Group LLC is production of chemicals, sales of lubricants, agency
acuvines for the sales of different goods, distnbution, import and export of chemical products and provision
of other services.

The principal business activities of the Petrochem Performance Products 1.J.C are sale, marketing and
production of chemicals and associated products mncluding equipment systems as well as provision of related
services to the upstream oil and gas sceror in the Republic of Azerbaijan.

The principal activity of Petrochem Kazakhstan LLP was sales of lubricants, import and export of chemical
products and provision of other services.

I'he registered office of the Petrochem Group LLC business as of 31 December 2022 was located at Matbuar
Avenue 31, Yasamal district, A/ 1100, Baku, the Republic of Azerbaijan. This company has 26 employecs as
at 31 December 2022 (2021: 27).

The registered office of Petrochem Performance Products LLC as well as principal business place of the
Petrochem Group LLC as of 31 December 2022 were located at House 8, Salyan highway 29% km, Garadagh
district, AZ 1083, Baku, the Republic of Azerbaijan. This company has 25 employces as at 31 December 2022
2021: 26).

I'he registered office and principal place of Petrochem Kazakhstan LLP as of 31 December 2022 was locarec
at office 306, Building 61, Business Center “Zvezda Aktau”, Mangistau region, Aktau, the Republic of
Kazakhstan. The company was disposed off during the vear. This company had 6 employees as at December
31, 2021,

Petrochem Group LLC is owned 35 - br Mr. Farkhad Alivev and the Company has 65% treasury shares.

Petrochem Performance Producr 1.1.C 15 owned 31%. by Petrochem Group 1.1.C and 49% by Champion X
Azerbaijan LLC.

Petrochem Kazakhstan 1117 v cwned 33 by Petrochem Group I.1.C anéd 457 ¢ by Lubricaror LLP. The

company was disposed 017 Jirs s e ear

Petrochem Group 11.C. Perrochem DPerformance Producr LLC 2=2¢ Petruchem Kazakhstan LLDP are
- P ® -

rogether referred to as the G P

These consolidated specisl DosDose Hnancs] siziements are prepared for management's purpose and for the

investors and lenders ol amc 5 - mimmmies oo = accounts for either of the companies or of the Group.

1.1 Disposal of a subsidiary while control is lost

During the vear, Petrocnis s onin LLP was disposed off on September 8, 2022, however there were no
operation 1n this com-in -sor amuas 20220 The Company lost control of this company for zero
consideration. The et iz =wer Un next page:
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Petrochem Group LLC, Petrochem Performance Products LLC and Petrochem Kaza<- -
Consolidated financial statements

Notes to the consolidated financial statements (consolidated)
For the year ended 31 December 2022

1 Legal status and nature of the operations of the Group (continued)
1.1 Disposal of a subsidiary while control is lost (continued)

2022

UsD
I'oral consideration Nil
Derecognized amounts of net assets
Property and equipment 25,8610
Inventories 529,622
[rade and other recervables 20,515
(Zash and cash equivalents 123
Total assets B 876,11
[ ease liabilities (30,271,
I'rade and other payables (842,81~
Total liabilities (873,08,
Net assets disposed off (296,971,
Less: non-controlling interest derecognized 663,943
Net disposal 368,971
Loss on disposal of subsidiary (368;5’1»
Total consideration Nil
Cash and cash equivalents in subsidiary disposed off Nil
Net cash inflow on disposal Nil

2 Statement of compliance with IFRS

These consolidated financial statements have been prepared for management purposes however account:
tframework used for accounting at standalone level was International Financial Reporting Standards (“IFR~
issued by the International Accounting Standards Board (“IASB”) and Interpretations issued by
International linancial Reporung laterpretations Committee (“IFRIC™). Further the accounung polici
applied in the preparation of these consolidated financial statements arc consistent with those applied -
annual financial year ended 31 December 2021,

3 Standards, interpretations and amendments to existing standards

3.1 Standards, interpretations and amendments to existing standards that are
effective in 2022

In the current year the Group has applied the amendments to IFRS 3, 1AS 16, \S 37 and annual improvemer
to IFRS Standards 2018-20211 1ssued bv the International Accounting Standards Board (“IASB™) that ar

mandatorily effective for an acc unning peniod that begins on or after 1 Januarr 2022,

The application of these amendments = IFRS:s has not had any matenial impact on the amounts reported ©or
the current and prior pesiods bHur mav affect the accounnng for the Group’s future transactions
arrangements. Other than . Ve Licre are no other significant IFRSs, amendments or interpretatons thar

were effective for the first =me 7 *he Snancial vear beginning on or after 1 January 2022.
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Petrochem Group LLC, Petrochem Performance Products LLC and Petrochem Kazakhstan L1
Consolidated financial statements

Notes to the consolidated financial statements (continued)
For the year ended 31 December 2022

3 Standards, interpretations and amendments to existing standards (continued)

3.2 Standards, interpretations and amendments to existing standards that are not yet
effective and have not been adopted early by the Group

At the date of authorizaton of these consolidated financial statements, the following new standards.
interpretations and amendments to existing standards have been published bur are not yet effective and have
not been adopred early by the Group. Information on the relevant new standards, amendments and
mterpretations that are not vet effective are given below:

Effective for

New and revised IFRS annual period
beginning on or
after
Amendments to L\S 1 ‘Presentation of linancial Statements’ 1o address the classificarion 1 Januare 2023

of habilities as current or non-current providing a more general approach based on the

contractual arrangements in place at the rcporung date.

IF'RS 17 ‘Insurance Contracts’ which requires insurance habihnes to be measured at 4 1 January 2023
current fulfilment value and provides a more uniform measuremenr and presentanon

approach for all insurance contracts.

-

Amendments to TFRS 17 “Insurance Contracts’ to address concerns and implemenranon 1 Januarv 2023
challenges identfied after IFFRS 17 was published 1n 2017,
Extension of the Temporary Exemption from Applving IFRS 9 (Amendments o IFRS 1 Januar- 2023

+4). The amendment changes the fixed expiry date for the temporanr exempuon 1n IIRS 4

‘Insurance Contracts’ from appliing IFRS 9 ‘Financial Instruments’, <o that enntes

would be required to apply TFRS 9 for annual periods begianing on or after 1 Januan

2023,

stciosuxc of . \ccountmg Policies (\mendments to IAS 1 and IFRS Practice Statement 1 January 2023
2) which require that an enury discloses 1ts material accounting policies, instead of 1ts

51gniﬁcam accounting policies.

The LASB 1ssued ‘Deferred Tax related to Assets and Liabilities ansing from a Single 1 Januarv 2023

Transaction (Amendments to IAS 12)’ that clanfy how companies account for deferred

tax on transactions such as leases and decommussioning obligations.

The amendments replace the defimtion of .\ccountng Estimates (.\mendments to [AS 8) 1 January 2023

— The amendments replace the definition of a change in accounting estimates with a

definition of accounting estimates. Under the new definition, accounting estimates arc

“monetary amounts in financial statements that are subject 1o measurement uncertainny”.

Amendments to IAS 1 ‘Presentation of Financial Statements’ to address the cL1-51ﬁunun 1 January 2023

of habilities as current or non-current providing a more general approach based on the

contractual arrangements in place at the reporting date.

Management anticipates that all the relevant pronouncements will be adopted in the Group’s accounting
policies for the first period bcmnnmg after the cffective date of the pronouncement. The Group’s management
has vet to assess the impact of these changes on the Group’s financial statements.

4 Summary of significant accounting policies

4.1 Overall considerations

These consolidated financial statements have been prepared using the measurement bases specified by TFRS
for each type of asset, liabilin. mcome and expense. The measurement bases are more fully described in thie
accounting policies below. Further the accounung policies applied in the preparation of these consolidated
financial statements arc consistent with those applied for the financial vear ended 31 December 2021.




Petrochem Group LLC, Petrochem Performance Products LLC and Petrochem Kazaxn--

Consolidated financial statements

Notes to the consolidated financial statements (continued)
For the year ended 31 December 2022

4 Summary of significant accounting policies (continued)

4.2 Foreign currency translation
Functional and presentation currency

Items included in the consolidated financial statements of the Group are measured using the currency ot -
primary economic environment in which the Group operate (“the functional currency” Azerbatjan New \{ 1~

~ AZN). The consolidated financial statements are then translated to presentanion currency (United Sta- -
dollars — USD).

Foreign currency transactions and balances

Foreign currency transactions are translated into the functional currency, using the exchange rates preval:
at the dates of the transactions (spot exchange rate). Foreign exchange gains and losses resultng from -
settlement of such transactions and from the remeasurement of monetary items at vear-end exchange rates -
recognized in profit or loss.

Non-monetary items are not retranslated at veat-end and are measured at historical cost (translated using - -«
exchange rates at the transacnion date), except for non-monetary items measured at fair value which -
translated using the exchange rates at the date when fair value was determined. The exchange rates used bt <.
Group in the preparation of these consolidated financial statements are as follows:

Year end 31 December 2022 31 December 2021

Spot rate USD1=AZN 17000 USD 1= AZN 1.7000
Spot rate USD1=KZT 0.0022 USD 1=KZT 0.0023
Average rate USD1=AZN 17000 USD 1= AZN 1.7000
Average rate USD1=KZT 0.0022 USD 1=KZT 0.0023

4.3 Basis of consolidation

The Group financial statements consolidate those of the Company and all its subsidiaries (as disclosed in note

1) as of 31 December 2022 on line by line basts. Control is achieved when the Company:

® has power over the investee:
® 15 exposed, or has rights, to variable returns from its involvement with the investee; and
® can use its power to affect 1ts returns.

All subsidiaries have a reportng date of Decemnber 31 and are consolidated line by line.

All transactions and balances berween Group companies are eliminared in full on consolidanon, includinc

unrealised gains and losses on rransacuons berween Group companies where unrealised losses on intra-Grour

asset sales are reversed on consolidauon, the underlying asset is also tested for impairment from a Grour
nerspective. Amounts reported 1n the financial statements of subsidiaries have been adjusted where necessar
to cnsure consistency with the accounung policies adopted by the Group.

Non-controlling interests. 1f anv. are presented as part of equity. These represent the portion of a subsidian <

profit or loss and net assets that are not held b the Group. The Group arttributes rotal comprehensive

income or loss of subsidiarie: berveen the oumers o7 e marent and the non-controlling interests based on

their respective ownersiup
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Petrochem Group LLC, Petrochem Performance Products LLC and Petrochem Kazakhstan L.
Consolidated financial statements

Notes to the consolidated financial statements (continued)
For the year ended 31 December 2022

4 Summary of significant accounting policies (continued)

4.4 Property, plant, equipment and right-of-use assets

Property, plant and equipment are imually recognized at acquisition cost or construction cost, including ans
costs directly attributable to bringing the assets to the location and condition necessary for it to be capable
operating in the manner intended by the Group’s management.

Petrochem Group LLC, Petrochem Performance Products 11C and Petrochem Kazakhstan 1.1.P follow co
model and hence the assets were subsequently measured using the cost model, cost less subsequen
depreciation and impairment losses (if any).

Other assets are initially recognized at acquisition cost or construction cost, including any costs dircctls
artributable to bringing the assets to the location and condition necessary for it to be capable of operating
the manner intended by the management of the Group. Thesc assets are subsequently measured using the co
model, cost less subsequent deprecianion and impairment losses.

Petrochem Group LLC and Petrochem Performance Products LLC recogmize depreciation on a reduci

balance method and write-down the cost less estimated residual value for all assers. “Petrochem Kazakhst

LLP recognizes assets on a straight-line method for all other assets. The annual rates for Group ranges between

Buldings 7%

Plant, machinery and equipment 10 - 33%

Vehicles 10 — 25%

Oftice equipment 15 —40%

Rught-of-usc assets Orver the period of lease hability

As no fintte useful hife for land can be determined, related carrying amounts are not depreciated.

Depreciation on additions to property, plant and equipment is charged from the month in which the asser 1
acquired or capitalized while no depreciation is charged for the month in which the asset 15 disposed of,

Gains or losses arising on the disposal of property, plant and equipment arc determined as the difference

berween the disposal proceeds and the carrymg amount of the assets are recognized in profit or loss withir
‘other iIncome — net’.

4.5 Intangible assets
Intangible assets include acquired sofrware and its related licenses in operations or administraton that
qualifies for recognition as an mnrangible asset.

They are accounted for using the cost model. Capitalized costs are amortzed on a reducing balance method

tor Petrochem Group LLC and Perrochem Performance Producrs. Residual values and useful lives arc
reviewed at each reporung date. In additon, they are subject to imparrment testing as described in note 4.6.

The useful life of software 15 10 vears. Acquired computer software licenses arc capiralized on the basts ot
the costs incurred to acquire and mstall the spectfic software.

AAn intangible asset is derecognized on disposal, or when no future economic benefirs are expected from use
or disposal. Gains or losses ansing from derecogniuon of an intangible asset. measured as the difference
berween the net disposal procceeds and the carrving amount of the asser, and arc recognized in profit or loss
when the asset is derecognized
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4 Summary of significant accounting policies (continued)
4.6 Impairment testing of non-financial assets

For the purposcs of assessing impairment, assets are grouped at the lowest levels for which there are la-:
independent cash inflows (cash-generaung units). As a result, some assets are tested mdividuall
impairment and some are tested at cash-generating unit level.

All individual assets or cash-gencraung units are tested for impairment whenever events or change- -
circumstances indicate that the carrying amount may not be recoverable.

An impairment loss is recognized for the amount by which the asset’s or cash-generatung umit’s carro.
amount exceeds its recoverable amount, which is the higher of fair value less costs to sell and valuc-in-us.

To determine the value-in-use, management estimates expected future cash flows from each cash-generar-
unit and determines a suitable interest rate in order to calculate the present value of those cash flows.

The data used for impairment testing procedures are directly linked to the latest approved budger of -

Group, adjusted as necessary to exclude the cffects of future reorganizations and asset enhancemcr:

Discount factors arc determined individually for each cash-generaung unit and reflect their respeetive -
profiles, such as marker and asset-specific rsks factors.

ALl assets are subsequently reassessed for indications that an impairment loss previously recogmzed ma
longer exist. An impairment charge is reversed if the cash-generating unit’s recoverable amount exceed-
carrying amount.

4.7 Financial instruments

Recognition, initial measurement and derecognition

Financial assers and financial habilities are recognized when the Group’ becomes party to the contracr .
provisions of the financial instrument and are measured initially at fair value plus transactions costs.

Financial assets are derecognized when the contractual rights to the cash flows from the financial asset expir.
or when the financial asset and all substantal risks and rewards are transferred.

-\ financial liability is derecognized when it 1s exunguished, discharged, cancelled or expired.

I'inancial assets and financial habiliues are measured subscquently as described below.
Classification and measurement

Financial assets

On initial recognition, a financial asset is classified as measured: at amorused cost, Fair Value through Other
Comprehensive Income (I'VOCI) or Fair Value through Profit and Loss (FVTPL).

\ financial asset is measured at amornsed cost if 1t meers both the following condinons and 1s not designarc.
as at FV1PL:
o the asset is held within a business model whase chjecnve 13 e hald assets to collect conrractual cash
flows; and

e the contractual terms of the financial asser e =2 o7 <
payments of principal and profit on the poncpal Emount

itz to cash flows that are soleh
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4 Summary of significant accounting policies (continued)
4.7 Financial Instruments (continued)

Classification and measurement (continued)

Financial assets (continued)

A debt instrument 1s measured at FVOCT only if it meets both of the following conditions and 15 net Ce-
as at ['VTPL:

* the asset is held within a business model whose objective 1s achieved by both collecung conc:
cash flows and selling financial assets; and

® the contractual terms of the financial asset give rise on specified dates to cash flows thar azc -
payments of principal and profit on the principal amount outstanding.

On mitial recognition of an equity investment that is not held for trading, the Group may irrevocably « ¢
present subsequent changes in fair value in OCI. This election is made on an investment-by-investmen:
All other financial assets are classified as measured at FVTPLL.

In addition, on initial recognition, the Group may irrevocably designate a financial asset that otherwise =
the requirements to be measured at amortised cost or at FVOCI as at FVTPL if doing so eliminas.
significantly reduces an accounting mismatch that would otherwise arise.

Business model assessment:

““he Group makes an assessment of the obiective of a business model 1n which an asset is held at a pert
level because this best reflects the way the business is being managed and information is provice.
management.

Assessment whether contractual cash flows ate solely payments of principal and profit:

For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset on i
recognition. ‘Profit’ 1s defined as consideration for the time value of money and for the credit risk assoc::-
with the principal amount outstanding during a particular period of time and for other basic financing =
and costs (e.g. hquidity risk and adnunistratve costs), as well as profit margin.

[n assessing whether the contractual cash flows are solely payments of principal and profit, the Group con-:.
the contractual terms of the mnstrument. This includes assessing whether the financial asset conramn-
contractual term that could change the nming or amount of contractual cash flows such that 1t would nor =
this condition.

Reclassifications:

Financial assets are not reclassified subsequent to their initial recognition, except in the pertod after the Grous
changes 1ts business model for managing financial assets.

Impairment

The Group recognizes allowance for impairment for expected credit losses (ECI.) on financial assers measure
at amortised cost and commirments 1ssued.

The Group measures allowance for impairment at an amount cqual to lifenme ECL, except for those financ::
mstruments on which crediz nisk has not increased significantly since their mnital recognition, in which case 12
month ECL is measurcd.
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4.7 Financial instruments (continued)

Impairment (continued)

Measurement of ECL
LCL are probability-weighted estimate of credit losses. They are measured as follows:

. financial assets that are not credit-impaired at the reporting date: as the present value of all ¢
shortfalls (i.c. the difference between the cash flows due to the entty in accordance with the contrac
and the cash flows that the Group expect to receive).

. financial assets that are credit-impaired at the reporting date: as the difference between the gros-
carrving amount and the present value of estimated future cash flows;

. undrawn finance commitments: as the present value of the difference berween the contractual cz-
flows that are due to the Group if the commitment 1s drawn down and the cash flows thart the Grow-
expect to recetve.

Credit-impaired financial assets:

At each reporting date, the Group assess whether financial assets carried at amortized cost are credit-impairc.:
A\ financial asset is ‘credit- impaired’ when one or more events that have a detrimental impact on the estimarec
future cash flows of the financial asset have occurred. For trade reccivables, the Group has applied the
standard’s simplified approach and has calculated ECLs based on hifeume expected credit losses. The Grour
has cstablished a provision model and has used average default rates as per the best estimate of managemc--
for the financial asscts of sumilar credir risk profile.

Write-off:

Assets carried at amortized cost are written off (either partally or in full) when there is no realistic prospect
recovery. This is generally the case when the Group has exhausted all legal and remedial efforts to recover
from the customers. [lowever, financial assets that are written off could sull be subject to enforcemen-
activities in order to comply with the Group’ procedures for recovery of amounts due.

Presentation of impairment

I.oss allowance for financial assets measured at amortized cost are deducted from the gross carrying amourn:
of the assets.

Classification and subsequent measurement of financial liabilities

Financial liabilities comprise of borrowings, leasc liabilies and trade and other payables.

Financial liabilities are measured subsequently at amortized cost using the effectve interest method.
All interest-related charges arc included within ‘interest expenses’.

Offsetting financial instruments

Financial assets and liabilines are offser and the net amount is reported 1n the consolidated statement of
financial position only when there is a legally enforceable right to offset the recognized amounts and there 1=
an intention to settle on 2 net basis. or 1o realize the asset and settle the liability simultaneously.
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4.8 Inventories

Inventones are stated at the lower of cost and net realizable value. Raw matenials cost compnses of purc:
cost and other costs incurred in bringing the raw materal to their present locanon and condinon. Fin-
zoods cost comprises of direct material cost, direct labour and an appropnate share of producnon overhe..
oased on normal operatng capacity. The amount of any write-down of inventories to net realizable valuc
losses of inventories are recognized as an expense in the period the write-down or loss occurs. The an

't any reversal of any write-down of inventories, arising from an increase in nert realizable value, are rec ygrize
2+ a reduction in the amount of inventories recognized as an expense in the period m which the reversal occur
Perrochem Group LLC, Petrochem Performance Products 11.C and Perrochem Kazakhstan” 111 assIgN o
tor inventories using weighted average cost method. When inventories are sold, the carrving amounts of thr <
:nventories are recognized as an expense in the period in which the related revenue 15 recognized.

4.9 Cash and cash equivalents

.ish and cash equivalents are 1tems, which are readily convernble to known amounts of cash and which zr
subject to an insignificant risk of changes in value. Cash and cash equivalents in the consolidated statement ¢ -
“inancial position comprise cash on hand, current account balances wath banks and arc imnally and subsequen::
are carried at amortized cost using the effective interest method. Further the Group has apphed ITFRS 9 FCC
model to calculate the impairment of cash ar banks.

For the purpose of the statement of cash tlows, all cash and bank balances are considered to be cash equivaior-

4.10 Equity and retained earnings
~hare capital represents the nomunal value of shares thar have been 1ssued.
-urrency exchange reserves represents the effect of currency ranslauon from funcuonal currency to repors

cu .’TL‘ﬂC:\'.

{he Company holds treasury shares as explained in note 11. In the absence of a standard or interpretaton t
specifically applies to this transactuon, as per management judgement, the Company has adopted a polic
Zisclose these treasury shares at their repurchase price as an element of equury.

Diidend distributions pavable 1o equity shareholders are included in ‘trade and other pavables’ when
dridends have been approved in a general meeting prior to the reporting dare.

Reraned earnings/ Accumulared losses include all current and prior years’ profits and losses.
4.1 Provisions and contingent liabilities

Provisions are recognized when present obliganons as a result of a past event will probably lead to an outt
: economic resources from the Group and amounts can be estimated reliably. Timing or amount of the outt.
mav sull be uncertain. A present obliganon anses from the presence of a legal or constructive commitment -}
nas resulted from past events, for example, legal dispures or onerous contracts. Provisions are measured ar :
<sumated expenditure required to sertle the present obligation, based on the most reliable evidence available
“he reporung date, including the risks and uncertainues associated with the presenr obligaton. Where there

» number of similar obliganons, the hkclhood rhar an outflow will be required in settlement is determinec
considering the class of obligauons as a whole. Provisions are discounted to thetr present values, where the
value of money is material. Anv reimbursemen: thar the Group can be virtally cermain to collect from a ths

party with respect to the obliganon 15 recognized as a separate asset. However, this asset may nort excecd «

amount of the related provision. \ll provisions ar )y retlecrt ©
current best estimate. In those cases where th t of presc:e

he coyre
NCc COUrsC

bhgauons 1s considered improbable or remote, n
i business combinaton,
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4.12 Revenue
IFRS 15 Revenue from Contracts with Customers outlines a Siﬂgle Cnmprehrm!\-_— model of acco .

revenue ansing from contracts with customers and supersedes current revenue recognition guid 1cs
across several Standards and Interpretanons within IFRSs. It establishes a new five-step model. exnlaired

that will apply to revenue arising from contracts with customers.

Step 1 Identify the contract with a customer: A contract is defined as an agreement between mwo o
parties that creates enforceable rights and obligations and sets out the criternia for each of thase -
and obligatons.

S g = . 2 . r .

~tep 2 Idenufy the performance obligations in the contract: A performance obiiganion m a contzic:

promise to transfer a good or service to the customer.

Determine the transaction price: |ransaction price is the amount of consideration to which the G-
expect to be enttled in exchange for transferring the promised goods and services 1o a cust
excluding amounts collected on behalf of third parues.

~tep 4+ Allocate the transaction price to the performance obligations in the contract: For a contract has r
than one performance obhgauon, the Group will allocate the transaction price to cach perform. -
obligation in an amount that depicts the consideranon to which the Group expect to be enntic:

exchange for satisfying cach performance obligauon.

4

a1}

o]
—

~tep 3 Recognize revenue as and when the Group sausfv a performance obligation.

Revenue is measured by reference to the fair value of consideration received or receivable by the Group :

zoods and materials supplied or services provided excluding rebates and trade discounts.

he Group applies the revenue recognition criteria set out below to each separately identifiable component

“he sales transaction in order to reflect the substance of the transaction. The consideration received from the-

~ansactions is allocated to the separately identifiable component by taking into account the f?lﬂ[:\'t‘ fair value
7 cach component. Revenue is recognized when the amount of revenue can be mcasurc@ rc.’lm_bl\. Cl)llcc_t;

- nrobable, the costs incurred or to be incurred can be measured reliably, and when the crteria for cach of the

<roup different activities have been met. These activity-specific recognition criteria arc desertbed below.

Sale of goods

Revenue from the sale of goods 1s recognized when the significant risk and rewards of ownership of the good:
1ave passed to the buyer and the Group retaimng neither a continuing managerial involvement to the degree
caally associated with 0\\'!1&!‘:‘-1\1}\ nor any effectave Cﬂﬂ{ﬂ)‘l OVer \h& gﬂnd: \Old

Service income
Revenue from rendermg of services COMPrises service contracts. Service mcome is recognized based on srage
completon of services provided.

Rental income

mral . M
“ental income s recognized when carned, on a ume apportonment basis.
Pt

4.13 Borrowing costs

Sorrowing costs directly atwibuiable to the acquisinon, constracton or producton of a qualifiing asset arc

recognized during the period of nme that 1s necessar 10 complete and prepare the asset for its intended use or

1 1

ile. Other borrowing costs are expensed in the period in which ther are incurred and reporred in “finance
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4.14 Operating expenses

Operaung expenses are recognized in profit or loss upon recognized of the service or at the date of 1

n

4,15 Employee benefits
Short-term employee benefits

The cost of short-term employee benefirs (those payable within twelve months after the service is rend. -
ar¢ recognized in the period in which the service is rendered and are not discounted. The expecied ¢ -
compensated absences is recognized as an expense when the employee renders services that increase -
¢nautlement or, 1 the case of non-accumulating absences, when the absences occur.

End of service benefits

1

%= required by Azerbaijan legislation, the Group withhold amount of pension contributions from the sz o= .
'© employees and pays them to the state pension fund along with its own share of contribution. | 3
seurement all retirement benefit pavments are made by the state pension fund. Further, in accordance -
amendments in the Tax Code of the Republic of Azerbaijan during the vear 2019, these rates have been <o -

15" c and 10% for the enury and employees respectively.

in accordance with Tax Code of the Republic of Kazakhstan, the entity in Kazakhstan must withhold anc T:
oension fund contributons on a monthly basis.

There 1s also social tax payable by the entty at a flat rate of gross income, less exempt amounts. The minim -
:ax base for social tax per employee is the minimum monthly wage. The entity also must pay social insurarc-
conwnbutions, which form part of social rax.

4.16 Taxation

Current tax

L ne current tax expense is based on taxable profit for the yvear. Taxable profit differs from net profit as reporte:
= the consolidated statement of comprehensive income because it excludes items of income or expense tha-
:z¢ taxable or deductible in other vears and it further excludes items that are never raxable or deductible anc -
= calculated on statutory numbers. The current tax expense of the Group is calculated using tax rates that hav.
een enacted or substantively enacted in the Azerbaijan Republic and Republic of Kazakhstan during the
-eporung period.

Deferred tax

Jeterred tax is the tax expected to be pavable or recoverable on differences berween the Carrying amounts o
ssscts and liabilities in the consolidated financial statements and the corresponding tax bases used in the
-ompuration of taxable profit and 1s accounted for using the balance sheet method.

Dcterred tax liabilities are generally recognized for all taxable temporary differences and deferred rax assets arc
sccognized to the extent thar it 1s probable that raxable profits will be available against which deducublc
“emporary differences can be utlized. Such assets and habilities are not recognized if the temporary difference
:zses from the inital recogniton of other assets and liabilities in a ransaction that affects neither the tax profis
~or the accounting profit.
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4.16 Taxation (continued)
Deferred tax (continued)

Deterred tax is calculated at the tax rates that are expected to apply in the period when the habiliny is serziz-
“he asset s realized. Deferred rax is charged or credited in the consolidated statement of comprehensive e
except when it relates to items charged or credited directly to equuty, in which case the deferred tax 1s als oo
vith in equity. Deferred income tax assets and deferred income tax liabilities are offset and reporred net o -
-ratement of financial posiuon 1f:

® lhe Group has a legally enforceable night to set off current income tax assets agamnst current mcome “-
liabilities: and

® Deferred tax assets and the deferred income tax liabilites relate to income taxes levied by the same taxar
authority on the same raxable enury.

The Azerbatjan Republic and Republic of Kazakhstan also have vanous other taxes, which are assessed o -
:cuvines of the Group. These taxes are tncluded as a component of operatng expenses in the consobcar:
-ratement of comprehensive income.

4.17 Significant management judgement in applying accounting policies

['he preparation of consolidated financial statements requires management to make judgement, cstimares o
assumptions that affect the applicanon of the Group’ accounting policies and the reported amounts of 2« -
Labilities, income and expense. .\ctual results may differ from these esumates. The Group has consister
applicd the estimates and judgements as applied by the Group in the annual financial vear ended 31 Decer
2021, Esumates and underlying assumptions are reviewed on an ongoing basis. Revisions to estmates
recognized prospectively.

Currency translations

The functional currencics of the Group companies are AZN and KZT. The presentaton currency in the-
consolidated financial statements is USD. For the purpose of conversion, the share capital of the Gro -
companies has been approximately recorded at historical cost in these consolidated financial statemenrs. 170
ypening retained earnings as at | January 2017 have been translated at “average rate from establishment of ¢
company to 1 January 2017. The profis for the year 2017, 2018, 2019, 2020, 2021 and 2022 have bee-
rranslated at average rate of respecuve vears. Therefore, translation reserve has been recorded in thes.
consolidated financial statements.

Estimating allowance for doubtful accounts

At cach reporting date, the management uses an allowance matrix to measure Expected Credit Loss (ECI
trade receivables. Impairment on trade recervable is recognized based on ECL model with various assumpuor -

The Group recognized allowance for impairment for expected credit losses (ECL) on financial assets measurc.
at amortized cost. Impairment losses are recognized in the profit or loss. The Group measures allowance = -
impairment at an amount ¢qual 1o hfenme ECL, except for those financial instruments on which eredit i<k
has not increased significantlt since their inital recognition, in which case 12-month ECL is measured. 12-
month ECL are the portuon of I.CL that result from default events on a financial instrument that are possit'c
within the 12 months after repornng date. The impairment is recorded having applied the Loss Given Detau:
LGD) and probabilin of detzuls PD) amount to the cost of financial assets considered for the purpose o0
caleulavon of impairmen:
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4.17 Significant management judgement in applying accounting policies (continued)
Estimating allowance for doubtful accounts (continued)

For the purpose of calculauon of PD, historical ageing has been obtained, the roll rates and healing r:-
been calculated based on the historv of aged receivables. The same rates were used for the calculac
average roll rates and condiuonal probability. The T.GD was calculated by dividing the total detault a
with total loss amount. ‘The forward looking assumption was also applied, and outlook of colleenion ha-
considered positive.

Control assessment

The Group reassesses whether it controls an investee if facts and circumstances indicate that there are ¢
to one or more of the three elements of control listed in note 4.3. Management has reviewed 15 ¢ -
assessments in accordance with IFRS 10 and has concluded that there is no effect on the classificar -
subsidiaries or otherwise) of any of the Company’s investees held during the period or comparative pe-
covered by these consolidated financial statements.

Petrochem Group LLC is owned 35 “% by Mr. Farkhad Alivev and the Company has 63 %6 treasury shares. .
hareholders of Petrochem Performance Products LLC are Petrochem Group LILC and Champ:c-
Azerbatjan LLC. The sharcholders of Petrochem Kazakhstan LLC were Petrochem Group LLC
Lubricator LLP and the ompany was disposed off during the year. Petrochem Performance Product 1.1.C :-.
Perrochem Kazakhstan I.I.C were established under an agreement. \s per the agreements of both compan..-
all the sharcholders have right to appoint equal directors. s the Petrochem Group LLC holds more than 3
of the ordinary shares and voting rights in Petrochem Performance products 1.1.C and Petrochem Kazakh-- -
.L.C and also managing and controlling day to day operations., the management has assessed its involver--
i these subsidiaries in accordance with IFRS 10’s control definition and guidance and it has concluded -
the control rests with the Petrochem Group 1L1.C. However, during the current vear, Petrochem Kazakhs- -
LLLP was disposed off so Petrochem Group ILC has only one subsichary at reporting date ie.. Petrochz~
Performance Products LLC.

Recognition of deferred tax assets

The extent to which deferred tax asscts can be recognized is based on an assessment of the probability of 1.
Group’ future taxable income agamst which the deducuble temporary differences can be recognized.
addimon, significant judgement 15 required in assessing the impact of any legal or cconomic limits or u-
cerraintics.

4.18 Estimation uncertainty

Information about esumates and assumptions that have the most significant cffect on recognition and
measurement of assets, habilines, income and expenses is provided below. Actual results may substanually be
ditferent.

Impairment of non-financial assets

An impairment loss 1s recognized for the amount by which the asset’s or cash-generaung unit's carnving
amount exceeds its recoverable amount. To determine the recoverable amount, management estumares
expected future cash flows from cach cash-generaung unit and determines a suitable interest rate in order to
calculate the present valuc of those cash flows. In the process of measuring expected furure cash flows
management makes assumpuons about future operating results.

8]
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4.18 Estimation uncertainty (continued)

Impairment of non-financial assets (continued)

These assumptions relate to future events and circumstances. The actual results may vary and may cau-
significant adjustments to the Group’ assets within the next financial year. In most cases, determining
applicable discount rate ivolves estimating the appropriate adjustment to market risk and the approprii
adjustment to asset-specific risk facrors.

Useful lives of depreciable assets
Management reviews the uscful lives of depreciable assets at each reporting date, based on the expected v

of the assets 1o the Group. The carrving amounts are analyzed in in note 5. Actual results, however, may v~
due to rechnical or other obsolescence.

Useful lives of intangible assets

Management reviews the useful lives of intangible assets at cach reporting date, based on the expected unbir-

ot the assets to the Group. The carrving amounts are analyzed 1n note 6.

Inventories

Inventones are measured at the lower of cost or net realizable value. Cost is estimated based on allocatior
In esumaung net realizable values, management takes into account the most reliable evidence

el

avalable at the umes the esumartes are made. The Group review its inventory to assess loss on account of
obsolescence on a regular basis. In determining whether allowance for obsolescence should be recognized in
the consolidated statement of comprehensive income, the Group make judgments as to whether there is an
observable data indicating that there is any future recoverability of an item and the net realizable value tor
such 1em.

[}
(]
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5 Property, plant, equipment and right-of-use assets
Plant,
machinen
and Motor Office Right-ot-use
Land Buildings cquipment vehicles cquipment assets Total
UsD usp USD LISD LSD UsSDh LISD
Cost
A1 January 2022 2,236,872 1,104,916 64,300 1,780,909 500,169 356,279 0,043,445
Additions - 16,842 - 32,944 19,243 60,299 129,328
Isposals - - - (11,765) - (216,260) (228,031)
Disposal of a subsidiary - - B -  (2,2006) (1,261 (53,971 (57,438)
At 31 December 2022 2,236,872 1,121,758 64300 1,799,882 518,151 140,341 5,887,304
Accumulated depreciation
At 1 january 2022 B 540,016 45,565 1,236,231 351,835 210,199 2,383,846
Charge for the vear - 43,568 11,917 52,597 48,852 29,268 186,202
Disposals - - - (528) - (129,760) (130,288)
Disposal of a substdiary = - - ~(2,044) ] (721) _(28,813) ~ (31,578)
At 31 Decemnber 2022 - 583,584 57,482 1,286,256 399,966 80,894 2,408,182
Net carrying amount . o - e
At 31 December 2022 2,236,872 538,174 6,818 513,626 118,185 65,447 3,479,122
The Group has recorded lease hiabilities as per RS 16 ‘Leases” at the present value of remaming lease pavments The Group has recaorded ripht of e asaer cqual o

the lease habnlities. ot further detal ])](';lhv; refer to note 15,
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5 Property, plant, equipment and right-of-use assets (continued)
Plant,
machinery
and Motor Office

Land Buildings cquipment vehicles equipment

USD UsD UsD USD USD
Cost
AT January 2021 2,236,872 1,103,362 637172 1,714,522 496,827
Addiions = 1,354 5688 95,124 4,310
Disposals - (28,300) (920
Transhatnon differences = - s (431) (48)
At 31 December 2021 2,236,872 1,104.916 64300 1,780,909 500,169
Accumulated depreciation
N1 January 2021 - 497 465 30,817 1,178,514 312,800
Charge for the year 42551 8,748 71,230 39,651
Disposals (13.316) (597)
Pranshinon differences (197 (25)
A3 December 2021 50016 45565 1,236,231 351,835
Net carrying amount S o -
At 31 December 2021 2236872 564900 18,735 544,678 148,331
In the opinion  of management, there has been noimpairnient i careying value of the properiy. plant and

31 December 2022 (2021: Nily.

Right-of-use

copnpiment ol

assets Total

USD UusD

369 694 5,085,189
10,641 112,017
(22,183) (51,4(]‘))
_(sTy 2352)
356,279 6,043,445
147,722 2,173,324
73,344 235,524
(9,982) (23,895)
(889) (1,107)
210,199 2383846

116 080 Y650 300

Corannpr al
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LLC and Petrochem

5 Property, plant, equipment and right-of-use assets (continued)

Depreciation charged to consolidated statement of comprehensive income 15 as fol

Cost of sales (note 16)

Markeung and distribution expenscs (note 17)

Administratve and general expenses

6 Intangible assets

Cost

A

-

Accumulated amoruzation

Net carning amount

At 31 December 2022

Cost
At 1 Januan 2021

A 31 December 2021

Accumulated amortization
At 1 January 2021
Charge for the vear

At 31 December 2021

Net carrying amount
At 31 December 2021

INVS]
2022 2
USD S |
60,805 109,312
note 18) e %397 135
186,202 353,524
Software License Total
USD UsD USsD
11,027 12,623 23,620
11,027 12,623 23,630
3,833 4,887 8,720
420 774 1,194
4,253 5,661 9,914
6,774 6,962 13,736
11,027 12,623 23,651
11,027 12,623 2365
3,308 4,028 7.3
165 859 1323
3,833 4,887 8720
7,194 7,736 14,93
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7 Inventories

Raw materials
Packing materials
Fimished goods
Orthers

8 Trade and other receivables

Financial assets
I'rade recenvables
Less: \llowance for impawrment loss (ECL)

1£ade recewwasples, nes

Non-financial assets

.Jvances 1o supphers
Prepavment and deposits
Tax recervables

Prepard VAT

Total trade and other receivables

2022 2021
USD UsD

" 9%

84,522 35.691
2,099,745 1.873.694
138,084 125.614
2,322,351 2,055.93: ]

2022 2.3

USD Y
2,752,961 2,674.53-
(1,333,808) (1,560,833

1,419,153 1.313.0.

77 9,02
1,419,230 1,322 727
- 59,20+
130,732 251,803
86,006 163,152

- 313,89~

216,738 T8E.17

1,635,968 211090

The rollowing table show reconcihations from the opening to the closing balance of the allowance for impatrc:

(0SS,

Balance at 1 January

Charge of impairment loss for the year
Reversal during the year

Written off during the year
Translation reserves

Balance at 31 December

2022 221
USD LSk
1,360,855 1,060,458
6,998 305,
- (4944
(34,045)
1,333,808 1,360,853
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9 Related parties

The Group in the normal course of business carries on business with other enterprises that fall within the definition
of a related party contamed in IFRS. These transactions are carried out in normal course of the business and are
measured at exchange amounts, being the amounts agreed by both partes.

The related parties of the Group include its key management personnel and entities under common control as

described below. Details of related party transactions entered into during the year are set as following,

Transactions with key management personnel

The compensation of directors and other key members of management of the Group during the year were as

follows:

Short-term employee benefits
- Salaries and other benefits

Transactions with related parties

Revenue
Dividend

Amounts due from related parties

Mr. Ahad Aliyev
Champion X Azerbatjan LLC

Loan (from)/to a related party

Loan (from)/to a sharcholder — Mr. Farkhad
Alyev

The loan 1s interest free and is payable on demand.

10 Cash and cash equivalents

Cash on hand
Cash at banks
VAT deposit

Less: Allowance for impairment loss (ECL)

2022 2021
UsD USD
206,338 286,240
2022 2021
UsD UsDh
3,974,135 2,861,569
(1,037,106) (1,296,252)
2022 2021
UsD USD
- 24,029
515,782 560,511
515,782 584,540
2022 2021
UsD usD
(23,824) 37,000
(23,824) 37.000
2022 2021
UsD uUsD
1,917 2,346
1,855,556 1,427,689
44,005 3,522
(23,565) (15,604)
1,877,913 1,417,953
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10 Cash and cash equivalents (continued)

I'he following table show reconciliatons from the opening to the closing balance of the allowance for impair

2022 202
UsSD LSl
Balance at lanuary 1, 15,604 6.5
1arge of imparrment loss for the vear 7,961 ) 407
Reversal tor provision for the vear -
December 31 B 72:3,565 N }:i_ =
ash and cash cquivalents for consohdated statement of cash flows include the following;
2022 202
USD LSI
1,917 254
1,855,556 142708
- 1,857,473 1,430,053
11 Charter capital and treasury shares

~hare capiral of the Company consists of fully paid ordinary shares of 100 with a par value of AZN 64,000 (L'~
39.648) (2021: AZN 64,000) cach. During the prior year, the Company obtained loan from a bank and bought b
shares from Mr. Galym at a price higher than 1ts par value of USD 2,577,124, These shares were bought back t

consideration of USD 5,000,000 paid to Mr. Galym. These shares have been classified as treasury shares.

2022 an2
USD 5T
l'otal capiral 1ssued and fully paid at 31 December 3,964,806 396480
2022 2021 2022 202
Percentage  Percenrage
Shareholder (“2) UsD U5l
Mr. I'arkhad Aliyev 35.00 35.00 1,387,682 1,387,682
Perorchem Group LLC- reasury shares 65.00 63.0 2575124 23771714
100.00 10000 3,964,806 39648
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12 Borrowings
2022 2021
USD UsSD
Non-current
Pasha Bank O]SC 2,666,317 5,000,000
2,666,317 5,000,000
Current
Pasha Bank O]SC 1,209,008
Accrued interest - 6,997 8,125
1,216,005 8,125
Total borrowings 3,882,322 5,008,125

On 227¢ of December 2021 the Group entered into credit facility agreement with Pasha Bank O]SC for a total
amount of AZN 60 million. The Group has obtained loan of AZN 8.500,000 (L'SD 5 millic m) our of total credir
facility ull the year ended 31 December 2022. The interest rate on availed loan is 6.5"0 per annum and it could be
up to 25% if the entire loan credit facility is availed. The interest is paid on monthly basts. The repayment for loan
will take place each month starting from 21 January 2022 ull 22 December 2025. The loan is pledged against shares
of Mr. Farkhad in Petrochem Group LI.C, his country house and land in Bilgeh.

As per the agreement, the Company cannot pay dividend without confirmation form Pasha Bank QJSC. The
dividend was paid with the prior approval of Pasha Bank during the year.
During the year ended 2022, the Company was in non-compliance of the following covenants:

As per the agreement, 100% of the turnover of the borrower and the Group companies must be transferred to
Pasha Bank O]SC. However, 1t was not transferred.

As per the agreement, the Company cannot change its legal status and founders. How ever, Petrochem Kazakhstan
LLP was disposed during the year.

Movement in borrowings is as follows:

2022 2021
USD usD
Balance at January 1, 5,008,125 78,500
Proceeds from new borrowings and accrued interest - 3,008,125
Repayment of borrowings (1,125,803) (78,500
Balance at December 31, 3,882,322 5,008,125
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13 Lease liabilities

The Group has recorded lease liabilities and right-of-use assets as per IFRS 16 Leases” at the present value of
remaining lease payments.

2022 2021
USD UsD
Non-current
Leasc liabilities 39,705 B 7__29_9{1
- 39,705 99964
Current
Leasc liabilines - 34,570___7_ 83,748
34,570 __7 83,748
Total lease liabilities 74,275 183,712
Within 1 Between 1to 5 After
year vears 5 years Total
31 December 2022 USD USD USD USD
Minimum lease pavments 41,365 45,741 - 87,106
Future finance cost (6,795) (6,036) - (12,831)
Present value of minimum lease payments 59,174 95,885 - 74,275
Within 1 After
yvear Between 1 to 5 years 5 years Total
31 December 2021 USD USD UsD UsD
Minimum lease payments 109,864 110,095 219,959
Future finance cost (26,1106) (10,131) - (36,247
Present value of minimum lease payments 83,748 99.964 - 183,712
14 Trade and other payables
2022 2021
UsSD USD
Financial liabilities
Trade payables 1,438,216 429,411
Pavables to employees 118,931 64,547
1,557,147 493,958
Non-financial liabilities
Taxes pavable 142,214 1,118,763
Payable to authori 25,171 6,334
Other payables - 6,735
167,385 1,131,832
Total trade and other pavables 1,724,532 1,625,790

(&)
—_
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15 Revenue

Sale of goods

Rendering of services

16 Cost of sales

Cost of goods sold
Cost of services
Salaries and other benefits

Depreciaton expense (note 3)

17 Marketing and distribution expenses

Salaries and other benefits
Transportauon expenscs
Other expenses related to staff
Depreciaton expense (note 3)
Travel expenses

Other expenses

2022 2021
USD UsD
10,644,115 8,431,388
1,659,517 2,174,789
12,303,632 10,606,177
2022 2021
UsD LUsD
6,700,879 5,170,565
607,890 659,112
575,775 387,709
60,805 109514
7,945,349 _ 6,326,900
2022 2021
UsD UsD

- 16,622

- 9,415

- 502

3 400

- 64

- 688

- 27,691

These expenses were related to a subsidiary of the Group which has been disposed of during the year, therefore

there were no marketing and distributon expenses during the current year.
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18 Administrative and general expenses

2022 2021
UsDh usD
Salaries and other benefits 711,976 721,764
Legal and professional expenscs 339,624 152,549
Depreciation expense (note 3) 125,397 125,610
Security expenses 54,825 58,165
Repair and maintenance expenses 48,641 42,448
Rental expenses 42,248 20,912
Bank charges 39,977 42,168
Insurance expenses 28,739 28,373
Technical support service 27,815 23,838
Tax expenses 27,748 37,145
Utlity expenses : 26,839 23,580
Other staff related costs 24,147 46,211
Communication expenses 18,792 14,384
Office and printing expenses 11,759 11,203
Provision for cash at banks 7,961 9,497
Provision for trade receivables (ECL) 6,998 305,379
Advertising expense 3,201 3,953
Amortization expense 1,194 1,324
Peralty expenses and others - 850,121
Inventories written off - 73,490
Trade receivables written off directly - 7.023
Other expenses 863,771 100,847
2,411,652 2,699,984

19 Other income - net
2022 2021
USDh UsD
Income from rent & services 194,612 193,707
Management fee 184,115 165,701
Reversal of provision for trade receivable - 4,944
Income arising on termination of lease contract 23,381 2,355
Gain on disposal of property, plant and equipment - 992
Reversal of provision for cash at banks - 169
Other income 439,061 422345
841,169 790,213
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20 Finance costs

Interest expense on bank loan

Interest expense on lease liabilities

2022 2021
UsDh USD
293,651 8,125
11,670 40,601
305,321 48,126

21 Taxation

Deferred tax asset

During the year ended 31 December 2022 and 2021, Azerbaijan’s tax rate for companies’ profits was 20%. The tax
rate is expected to remain the same for the following fiscal year. Financial numbers of these non-statutory
consolidated financial statements may not reconcile with tax returns as these are prepared for management’s internal
purposes. Deferred taxes reflect the ner tax effects of temporary differences between the carrying amount of assets
and liabilities for financial reporting purposes and the amounts used for tax purposes.

Deferred tax assets as at 1 January

Deferred tax (expense)/income

Deferred tax asset as at 31 December

The deferred tax asset as at reporting date is as follows:

Deductible temporary difference:

Property, plant, equipment and right-of-use assets
Intangible assets

Trade receivables

Cash at banks

Lease liabilities

Net deductible temporary differences

Deferred tax asset at 20% (2021: 20%)

2022 2021
USD USD
260,767 200,153
(2,327) 60,644
258,440 260,767
2022 2021
USD USD
(83,524) (221,527)
(5,415) (4,542)
1,333,812 1,360,857
23,565 15,604
23,761 153,441
1,292,199 1,303,833
258,440 260,767
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21 Taxation (continued)

Income tax expenses

The major components of tax expensc and the reconciliation of the expected tax expense based on the domest

effective tax rate of the Group on mdividual basis at 20%6 (2021: 20%, and the reported tax expense in profit o

loss are as follows:

2022 202
UsD Ush
Income tax expensc (675,434) {603,253
Deferred tax (expense)/income (2,327) OG-
(677,761) B4l
2022 2021
USD USD
Profit for the vear before rax 1,587,259 2,28831(
Domestic effecnve tax rate o 20% o
Theorencal 1ax expense (317,452) (437.603
Non-deductible items
Adjustment (357,982) (147,592
Income tax expense (675,434) (605,255
['ax effect of temporany differences (2,327) 60,644
Income tax expense (677,761) (544,611

22 Commitments, contingencies and operational risk

Capital commitments

fhe Group has no capital commitments as at 31 December 2022 (2021: Nil

Contingent liabilities

['he Group has no major contingencics and commitments at 31 December 2022 (2021: Nil).

Guarantees issued on behalf of the Group

During the year, Pasha Bank has issued guarantees on behalf of the Companr of AZN 23,385 (USD 13,756).
Business environment and regulatory environment

The Group’s main operations are ce nducted in the Azerbatian Republic. Azerbaijan contnues cconomic reform

and development of its legal, tax. and regulatory framework to strengthen and diversit

the economy. In this respec

my an 11 €CONOMIC sectors in 20 1(

Azerbaijan endorsed strategic road maps for development of nanonal econ
Legislation including tax, currency fluctuation and customs legislanons wrthin the Azerbaian Republic is changing
rapidly. The future economic direction of the \zerbaijan Republic is largelr depencent upon the implementation

of economic, financial, legislanve and monetary measures undertaken by the zovernment. The Group’s consolidated

financial positon will conunue o be affected by developments in Azerbayan h ver: the Group does not believe

that these contngencies, as related 1o its operation, are any more signif

10se of similar enterprises in the

Azerbaijan Republic.

[2%)
(¥4



Petrochem Group LLC, Petrochem Performance Products LLC and Petrochem
Kazakhstan LLP
Consolidated financial statements

Notes to the consolidated financial statements (continued)
For the year ended 31 December 2022

22 Commitments, contingencies and operational risk (continued)

Business environment and regulatory environment (continued)

The Group management is closely watching these developments in current environment and taking appropriare
necessary actions to support the sustainability and development of Group’s business in foreseeable future. The
accompanying consolidated financial statements do not include any adjustments that may result from the furr
clarification of these uncertainties. Such adjustments, if any, will be reported in the period when they become knovn
and estimable. Commercial legislation of the Republic of Azerbaijan, including tax legislanon, may allow more than
one interpretation. In addition, there 15 a risk of tax authonties making arbitrary judgments of business activines. 1:
a treatment, based on management's judgment of the Group’s business actvirics, was to be challenged by the tax
authorities, the Group may be assessed for additional taxes, penalties and interest. Generally, taxpavers are subices
to tax audits with respect to three calendar years preceding the year of the audit. However, completed audits do nor
exclude the possibility of subsequent additional tax audits performed by upper-level tax inspectorates reviewing the
results of tax audits of their subordinate tax inspectorates. Management believes that uts interpretation of the
relevant legislation as at 31 December 2022 is appropriate and that the Group’s rax, and currency positions will be
sustamned

I'he disrupuon of the global supply chains, conflict between the Russian Federaton and Ukraine as well as rsing
consumer demand for goods lead to significant inflationary pressures to the global economy in 2022, including

soanng commodit prices,

Duning recent vears, the \zerbaijami Government has continued reforms to accelerate transition to a more balanced
economy and reduce dependence on the oil and gas sector. During 2022, oil and gas prices reached multi-yvear high-,
contributing to significant trade surplus, and increased foreign currency mnflows into the Azerbaijani economy, A
the same ame, these global trends contributed to high inflationary pressures in the country.

During 2021 and 2022, the CBAR continued to maintain stability of the Azerbayani manat, which was kepr flat 21
1.7000 for 1 USD throughout the period. During the first half of 2022, the CBAR increased refinancing rate due
to the increased inflation, and, as a result, refinancing rate reached 7.75% per annum (31 December 202]: 7.23
per annum). During 2022, global raung agencies have revised up growth forecast for Azerbaijan and upgraded
Azerbatjani Government's credit rating by one notch. The upgrade reflects the effectiveness of economic policy
recent years, expressed in better fiscal management and greater ability to absorb future disruptions during the posr
pandemic period. Fiscal performance remains strong and 1s improving faster than expected, thanks to prudent fiscal
management amid economic recovery and high hydrocarbon prices. [owever, with inflation at multi-decade highs
i many countries, policymakers in advanced economies have pivored toward tghtening of their monetary policics
through reduction of their balance sheets and aggressive interest rate hikes, In the event of global recession, which
might be triggered by such tightening, demand for hydrocarbons will fall, which would negatively impact Azerbaijan
cconomy.

23 Categories of financial assets and liabilities

The carrying amounts presented i the consolidated statement of financial posttion relaie to the following categorics
of financial assets and financial liabilites:

Financial assets Notes 2022 2021
Financial assets measured at amortized cost: USD UsD
Current:

Trade and other recervables 8 1,419,230 1,322,727
Amounts due from related parties 9 515,782 384,340
l.oan to a related party 9 = 37.000)
Cash and cash equivalents 10 1,877,913 1417953

3,812,925 5,362,722
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23 Categories of financial assets and liabilities (continued)
2022 202
USD L'sD
Financial liabilities
Financial liabilities measured at amortized cost:
Non-current:
Borrowings 12 2,666,317 5,000,010
Lease habilities 13 39,705 99.964
Current:
Borrowings 12 1,216,005 8.125
Lease Lhabilines 13 34,570 83 745
Trade and other pavables 14 1,557,147 49393~
Loan trom a related parrv 9 23,824 -

5,537,568 5,683,793

See note 4.7 for a descripuon of the accounung policies for cach category of financial instruments. A descript
of the financial instrument nsk of the Group, including risk management objectives and policies is given m no-
24. Informaunon relaung to fair values is presented in note 25.

24 Financial instrument risk
Risk management objectives and policies

I'he Group 1s exposed to various risks in relation to financial instruments. The financial assets and liabilities of 1+
Group by category are summarized in note 23. The main types of risks are marker risk, credit risk and hiquidiry =+

I'he nsk management of the Group is coordinated in close cooperation with the directors of the Group and focusc-
on actively securing the short to medium term cash fows by minimizing the potential adverse effects on th
performance of the Group through internal risk reports which analyze by degree and magnitude of risks. The
Group does not actively engage in the trading of financial assets for speculative purposes nor do they write option:
The most significant financial risks 1o which the Group is exposed are described below.

24.1 Market risk

Market risk is the nsk thar the value of a financial mstrument will fluctuate as a result of changes m market prices
whether those changes are caused by factors specific to the individual security or its issuer or factors affecting al.
securities traded 1n the market. The Group are exposed to market risk through 1ts use of financial instruments an.
specifically to currency nisk and interesr rate risk, which result from both its operatng and investing activities.

Foreign currency risk

Foreign currency risk s the nsk th
exchange rates. Exposures to currenc: exchange rates anse from the Group' ransactons and bank accounts and -

it the value of a financial instrument will fluctuate due to changes n foreiom

company in Kazakhstan, Management of the Group” does not enter into furures agreements to hedge its currenc
risk due to the immaturity of local Snancial morhe
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24 Financial instrument risk (continued)

Risk management objectives and policies (continued)

24.1 Market risk (continued)

Foreign currency risk

Financial assets
Trade and other receivables

Amounts due from related
parties

Loan to a related party

Cash and cash equivalents

Financial liabilities
Borrowings

Leasc liabilines

Trade and other pavables

Loan from a related party

Open position

Financial assets

Trade and other recetvables
Amounts due from a related
party

Loan to a related party

Cash and cash equivalents

Financial liabilities
Bosrowings
Tease liabilities

Trade and other payables

Open position

Notes

10

12
13
14

Notes

9

10

12

13
14

USD AZN KZT Others 2022
UsSD
- 1,419,230 - - 1,419,230
515,782 515,782
182,264 1,640,957 = 54,692 1,877,913
182,264 3,575,969 - 54,692 3,812,925
3,882,322 - - - 3,882,322
- 74,275 - - 74,275
- 1,557,147 - - 1,557,147
23,824 23,824
3,882,322 1,655,246 - - 5,537,568
(3,700,058) 1,920,723 - 54,692 (1,724,643)
UsD AZN KZT Orthers 2021
USD
- 1,302,867 19,860 - 1,322,727
- 584,540 - - 584,540
37,000 - - - 37,000
185,664 1,232,060 - 229 1,417,953
222,664 3,119,467 19,860 229 3,362,220
5,008,125 - - - 5,008,125
- 153,441 30,271 - 183,712
306,152 163,082 24,156 568 493,958
5,314,277 316,523 54,427 568 5,685,795
(5,091,613) 2,802,944 (34,567) (339) (2,323,575)
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24 Financial instrument risk (continued)
Risk management objectives and policies (continued)
24.1 Market risk (continued)

Foreign currency risk

The following table details the Group” sensiviy to a 5% o 31 December 2022 and  *
31 December 2021 increase and decrease in the USD against the relevant foreign currencies. The senstuvity an.
includes only outstanding foreign currency denominated monerary items and adjusts their translanon at the ne:
end for a 5% change in foreign currency rares. A posiuve number below indicates an increase in profit and
equity where the USD strengthens 5% against the relevant currency. For a 5% weakening of the USD agair
relevant currency, there would be a cnmpnrablr: impact on the profit and other cquiry, and the balances be
would be negauve.

Profit for the year Equity
2022 2021 2022 2021
USD USD USD [E §
strengthening USD 3% / (3% 96,036 138,402 76,829 110
Weakening USD 5% / (5%, (96,036) (138 402) (76,829) (110,72

Interest rate risk

Interest rate risk is the risk that the furure cash flow of the financial instruments will fluctuate because of the char.
:n market interest rates. Fair value mrerest rate risk is the risk that the fair value of a financial mstrumen:
fluctuate due to changes in market interest rates. Management of the Group does not enter nto future agreere
to hedge its interest rate nisk. However, these are monitored on regular basis and corrective measures i
wherever required. All the borrowmngs and lease habilities are on fixed wmrterest rates; therefore, mrerest -
sensinvity analysis has not been disclosed

24.2 Credit risk

Credit risk is the risk that onc part to a financial instrument will fail to discharge an obligation and cause the osl
party to incur a financial loss.

I'he Group is exposed to this i<k for vanous financial instruments, for example by granting credit terms

CUFTOMETS.

The maximum exposure of the Group to credit nisk is limited to the carrying amount of financial assets recognize

at the reporting date, as summarized below
2022 2021
USD USD
Classes of financial assets - carning amounts:
‘I'rade and other recenvables =ote » 1.419,230 1322737
Amounts due from a related parm noe Y 515,782 584,54
Loan to a related parny note - 37,000
Cash at banks, net (excludinz c:< on hand  note 10) 1,875,996 1.415.607
Total carrying amount 3,811,008 3,359,874
The Group conunuousiy = ot o= detauls of customers and other counterparucs. de nufied cither individually
by Group and incorporares ©is im0 rmanon into 1ts credit risk controls. Where aval ible ar reasonable cost, extern
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24 Financial instrument risk (continued)

Risk management objectives and policies (continued)

24,2 Credit risk (continued)

credit ratngs and/or reports on customers and other counterparties are obtained and used. The polic

15 to deal only with creditworthy counterparues.

The Group uses an allowance marrix 1o measure the ECL of trade recervables from individual cosnime-

comprise a very large number of small balances. The Group has established a provision model and has vse
default rates as per the best esumare of management for the financial assets of similar credit risk pro<il

Impairment on cash and cash cquivalents has been measured on a 12-month expected loss basis and ro:

short matunites of the exposure. ['he Group consider that cash and cash equivalents have low credir =5k

the external credit ratngs of the counterparties.

['o manage its risk exposure, the Group places its cash with reputable banks. The Group consider their balar

trom related partes to be fully recoverable. These balances neither past due nor impaired.

24.3 Liquidity risk

Laquidiry risk also referred to as funding risk 1s the risk that an enterprise will encounter difficulty in raising -
10 meet commitments associated with financial mstruments. Liquidity risk may result from an mabiiy

financial asset quickly at close to 1ts fair value.

I'he Group maintains sufficient cash balances and monitors liquidity requirements on a regular basis anc
management ensures that sufficient funds are available to meet any future commitments. The Group is als
supported by its related partics for the funding of long-term hquidity needs.

The rable below summarizes the marurity profile of the Group’ financial habilities:

Range of
interest rate Within 1 1to 5 Over 5
per annum year years years Total
AZN AZN AZN AZN
31 December 2022
Borrowings 6.5% 1,216,005 2,666,317 - 3,882,322
I.easc habilities 17.82% 34,570 39,705 - 74,275
1,250,575 2,706,022 - 3,956,597
31 December 2021
Borrowings 6.5%0 8,125 5,000,004 5.008.123
I.case liabilites 17.82% 83,748 99,964 183,712
91,873 5,099 964 - 5,191,837

['he above amounts reflect the contractual cash flows, which may differ to the carniing values of the liabilities 2
the reporting date. Balances duc within one vear equal their carrying balances as the impact of discounting is nor

significant.
25 Fair value measurement

\svets and habilittes measured -
three levels of fair value hierarchy
in fair value measurement. 3+ tolows

tair value 1n the consolidated statemenr o7 financual
Lhis grouping 1s determined based on the lowe::

Ll

positon are grouped nto
it significant inputs used
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25  Fair value measurement (continued)

s  level 1: quoted prices (unadjusted) in active markets for identical assets orliabilites

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

*  level 3: inputs for the assct or liability that are not based on obsetvable market data (unobservable inputs).

All the financial assets and liabilities of the Group are carried at amortized cost and none of the non-financial assets
and liabilities have been fair valued, so fall under level 3. Therefore, the fair value hierarchy disclosure which requires
a three-level category of fair value is not disclosed because it does not have significant disclosure impact to the
consolidated financial statements.

26 Capital management policies and procedures

The capital management objectives of the Group are:

® 1o ensure the ability of the Group to continue as a going concern;and

* to provide an adequate return to shareholders by pricing products commensurately with the level of risk.

"The Group monitor capital on the basis of the carrying amount of equity less cash and cash equivalents as presented
on the face of the consolidated statement of financial position. The Group sets the amount of capital in proportion
to its overall financing structure. The Group manage the capital structure and makes adjustments to it in the light
of changes in economic conditions and the risk characteristics of the undetlying assets. In order to maintain or
adjust the capital structure, the Group may adjust the amounts of dividends paid to sharcholders and return capital
to shareholders.

There have been no changes in the strategy for capiral maintenance or externally imposed capital requiretnents from
the previous year. Capital for the reporting periods is summarized as follows:

2022 2021

UsSD UsD
Total equity 4,398,359 3,323,995
Less Cash and cash equivalents (note 10) (1,877,913) (1,417,953)
Capital 2,520,446 1,906,042
Total equity 4,398,359 3,323,995
Borrowings (note 12) 3,882,322 5,008,125
Overall financing 8,280,681 8,332,120
Capital-to-overall financing ratio 30% 23%

27 Events after the reporting date

No adjusting or significant non-adjusting events have occurred between the reporting date and the date of
aurhorization of these consolidated financial statements.
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