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Director’s report

The Directot submitted the repott for the year ended 31 December 2024.
1 Review of activities
Main business and operations

Petrochem Group LLC is mainly engaged in production of chemicals, sales of lubticants, agency activities for
the sales of different goods, distribution, import and expott of chemical products and provision of other
services.

Petrochem Performance Products LLC is mainly engaged in sale, marketing and production of chemicals and
associated products including equipment systems as well as provision of related services to the upstream oil
and gas sector in the Republic of Azerbaijan.

Petrochem Group LLC and Petrochem Performance Products LLC are together referred to as the “Group”.

Consolidated operating results and consolidated statement of financial position of the Group are fully set out
in the attached consolidated financial statements. The consolidated net profit after tax for the current year is
USD 3,386,248 (2023: USD 1,946,526).

2, Directors

The Director of Petrochem Group LLC during the year and to the date of this report is Mr. Ahad Aliyev.
The Director of Petrochem Petformance Products LLC is Mr. Elshad Ganiyev.

3. Auditors

Grant Thornton was appointed as auditors of the Group for the year ended 31 December 2024 and being
eligible, have offered themselves for re-appointment. The Directors have proposed their appointment as
auditots of the Group for the year ending 31 December 2025.

These consolidated financial statements for the year ended 31 December 2024 were approved on 24 June 2025

and signed by:

Mt. Rauf Farzaliyev
(Chief Accountant) L

On behalf of the Management Board:




o GrantThornton

Grant Thornton Azerbaijan
Damirchi Tower

220 fioor

37 Khojali Avenue

Baku, Azerbaijan

Independent Auditot’s Report T +994 12 4047537

. . +994 12 4047538
To the Shareholders of Petrochem Group LLC and its subsidiary F. +994 12 4047543
Report on the audit of the consolidated financial statements E“"L“;?an@t(ﬁfrﬂﬁncgz’"
Opinion

We have audited the accompanying consolidated financial statements Pettochem Group LLC and its
subsidiary (together the “Group”), which comptise the consolidated statement of financial position as at
December 31, 2024, and the consolidated statement of comprehensive income, the consolidated statement
changes in equity and the consolidated statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including material accounting policy information.

In our opinion, the accompanying consolidated financial statements give a true and fair view of the
consolidated financial position of the Group as at December 31, 2024, and its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with IFRS Accounting
Standards as issued by the International Accounting Standards Board (JASB).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing ISAs). Our responsibilities
undet those standards are further described in the Auditor’s Responsibilities for the Aundit of the Consolidated
Financial Statements section of our report. We are independent of the Group in accordance with the
International Ethics Standards Boatd for Accountants’ international Code of Ethics for Professional Acconntants
(including International Independence Standardsy (IESBA Code), and we have fulfilled our other ethical
responsibilities in accordance with the IESBA Code. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our opinion.

Other information

The Directors and Management are responsible for the other information. The other information
comprises of the Directors’ Report, which we obtained prior to the date of this auditor’s report.

Our opinion on the consolidated financial statements does not cover the other information except for the
financial information given in the Directors” Report, and accordingly we do not express any form of
assurance or conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information identified above and, in doing so, consider whether the other information is matetially
inconsistent with the consolidated financial statements, or our knowledge obtained in the audit, or
otherwise appears to be materially misstated. If, based on the work we have performed on the other
information that we obtained prior to the date of this auditot’s report, we conclude that there is a material
misstatement of this other information, we ate required to report that fact. We have nothing to report in
this regard.

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

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with IFRS Accountng Standatds as issued by the Internatonal Accountng
Standards Board (IASB), and for such internal control as management determines is necessaty to enable
the preparation of consolidated financial statements that are free from material misstatement, whether due
to fraud or error.

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

Those charged with governance atre responsible for overseeing the Group’s financial reporting process.
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Independent Auditor’s Report (continued)

To the Shareholders of Petrochem Group LLC and its subsidiary (continued)
Report on the audit of the consolidated financial statements (continued)
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives ate to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or etrot, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is 2 high level of assutance but is not a guarantee that an
audit conducted in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can atise from fraud or error and are considered matetial if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of usets taken on the basis of these
consolidated financial statements.

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

o Identify and assess the tisks of material misstatement of the consolidated financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and approptiate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, mistepresentations, or the override of internal
control.

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

o Evaluate the appropdateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a matetial uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to continue as a going concern. If we
conclude that a matetial uncertainty exists, we are requited to draw attention 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. Howevet, futute events or conditions may cause the Group to cease to continue
as a4 going concern.

e Evaluate 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.

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities 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 opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify durip
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Petrochem Group LLC and Petrochem Petformance Products LLC
Consolidated financial statements

Consolidated statement of financial position

At 31 December 2024
Notes 2024 2023
ASSETS USD UsDh
Non-current assets
Property, plant, equipment 5 3,398,988 3,486,828
Right-of-use assets 5.1 36,179 124,782
Intangible assets 6 11,610 12,902
Deferted tax asset 20 289,573 334,234
3,736,350 3,958,746
Cutrent assets
Inventoties 7 3,124,574 2,070,155
Trade and other receivables 8 1,884,196 1,282,065
Amounts due from a related party 9 187,100 254,312
Cash and cash equivalents 10 893,212 2,151,869
6,089,082 5,758,401
TOTAL ASSETS 9,825,432 9,717,147
EQUITY AND LIABILITIES
Equity
Charter capital 11 3,964,806 3,964,806
Treasuty shares 11 (5,000,000) (5,000,000)
Translation reserves 1,187,379 1,187,379
Retained earnings 3,220,447 1,037,009
3,372,632 1,189,194
Non-controlling interest 3,430,848 3,560,273
Total equity 6,803,480 4,749,467
LIABILITIES
Non-curtent liabilities
Borrowings 12 - 1,376,880
Lease liabilities 13 14,452 79,048
Total non-curtent liabilities 14,452 1,455,928
Current liabilities
Borrowings 12 1,378,965 1,294,824
Lease liabilities 13 13,082 45,868
Trade and other payables 14 1,615,453 2,147,236
Loan from a related party 9 - 23,824
Total current liabilities 3,007,500 3,511,752
Total liabilities 3,021,952 4,967,680
TOTAL EQUITY AND LIABILITIES 9,825,432 9,717,147

These consolidated financiakstatements for the year ended December 31, 2024 were approved on 24 June 2025 and

Qrup,

Mzr. Rauf Farzaliye

(Chief Accountant)
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Petrochem Group LLC and Petrochem Performance Products LLC

Consolidated financial statements

Consolidated statement of comprehensive income
For the year ended 31 December 2024

Notes

Revenue 15
Cost of sales 16
GROSS PROFIT
Administrative and general expenses 17
Exchange (loss)/gain — net
Other income — net 18
PROFIT BEFORE INTEREST AND TAX
Finance costs 19
PROFIT FOR THE YEAR BEFORE TAX
Taxations:

- income tax expense 20

- defetted tax (expense)/income 20
PROFIT FOR THE YEAR

Other comprehensive income

Items that may be reclassified
to the consolidated profit or loss in futute periods

Reclassification of translation resetve to profit and loss
account on disposal of a foreign operation

TOTAL COMPREHENSIVE INCOME FOR THE
YEAR

Profit for the year attributable to:

Owners of the Parent Company

Non-controlling interest

Other comprehensive income for the year attributable to:
Owners of the Parent Company

Non-controlling interest

TOTAL COMPREHENSIVE INCOME FOR THE YEAR

The accompanying notes from 1 to 26 form an integral part of these consolidated financial statements.

2024 2023
USD USD
9,779,314 11,008,368
(5,988,599) (7,096,536)
3,790,715 3,911,832
(1,716,341) (2,074,268)
(323) 4,031
2,108,965 948,565
4,183,016 2,790,160
(135,935) (235,349)
4,047,081 2,554,811
(616,172) (684,079)
(44,661) 75,794
3,386,248 1,946,526
3,386,248 1,946,526
2,606,039 1,567,344
780,209 379,182
3,386,248 1,946,526
3,386,248 1,946,526
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Petrochem Group LLC and Petrochem Performance Products LLC
Consolidated financial statements

Consolidated statement of cash flows
For the year ended 31 December 2024

Notes 2024 2023
UsD USD
OPERATING ACTIVITIES
Net profit before tax 4,047,081 2,554,811
Adjustments for non-cash and non-operating items:
Depteciation of property, plant, equipment and right-of-use
assets 5-5.1 194,903 279,982
Amorttization of intangible assets 6 1,292 1,434
Provision for trade receivables (ECL) 8 7,969 173,699
(Reversal)/Provision for cash at banks 10 (36,271) 19,792
Income arising on termination of lease contract 18 (8,668) -
Finance costs on lease Habilities 19 3,076 18,727
Finance costs on borrowing 19 132,859 216,622
Net changes in working capital
Inventories (1,054,419) 252,196
Ttrade and other receivables (610,100) 180,204
Amounts due from a related party 67,212 261,470
VAT deposit (16,770) 20,764
Loan from a related party (23,824) -
Trade and other payables (531,783) 422,704
2,172,557 4,402,405
Income tax paid (616,172) (684,079)
Net cash genetated from operating activities 1,556,385 3,718,326
INVESTING ACTIVITIES
Putchase of propetty, plant and equipment (95,003) (305,310)
Purchase of intangible assets 6 - (600)
Net cash used in investing activities (95,003) (305,910)
FINANCING ACTIVITIES
Dividend paid 11 (1,332,235) (860,418)
Acquisition of non-controlling interest 11 - (735,000)
Repayment of borrowings 12 (1,425,598) (1,427,240)
Payment of lease liabilities (15,247) (75,246)
Net cash used in financing activities (2,773,080) (3,097,904)
Net change in cash and cash equivalents (1,311,698) 314,512
Cash and cash equivalents, at the beginning of year 2,171,985 1,857,473
Cash and cash equivalents, at the end of year 10 860,287 2,171,985

The accompanying notes from 1 to 26 form an integral part of these consolidated financial statements.
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Petrochem Group LLC and Petrochem Petformance Products LLC
Consolidated financial statements

Notes to the consolidated financial statements
For the year ended 31 December 2024

1 Legal status and nature of the operations of the Group

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

Petrochem Petformance Products LLC (the subsidiary company) was registered with the State Register of
Commercial Legal 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.

The principal activity of Petrochem Group LLC is 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.

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

Petrochem Group LLC and Petrochem Performance Products LLC ate together referred to as the “Group”.

The registered office of the Petrochem Group LLC business as of 31 December 2024 was located at Matbuat
Avenue 31, Yasamal district, AZ 1100, Baku, the Republic of Azerbaijan. This company has 28 employees as
at 31 December 2024 (2023: 26).

The registered office of Petrochem Performance Products LLC as well as principal business place of the
Petrochem Group LLC as of 31 December 2024 were located at House 8, Salyan highway 29 km, Garadagh
district, AZ 1083, Baku, the Republic of Azerbaijan. This company has 23 employees as at 31 December 2024
(2023: 23).

Petrochem Group LLC is owned 35% by Mr. Farkhad Aliyev and the Company has 65% treasury shares.

Petrochem Performance Products LLC is owned 51% by Petrochem Group LLC and 49% by Champion X
Azerbaijan LLC.

These consolidated special purpose financial statements are prepared for management’s purpose and for the
investorts and lenders only and do not represent statutory accounts for either of the companies or of the Group.

2 Statement of compliance with IFRS

These consolidated financial statements of the Group have been prepated in accordance with IFRS Accounting
Standards as issued by the International Accounting Standards Board (IASB). Further the accounting policies
applied in the preparation of these consolidated financial statements are consistent with those applied in
consolidated financial statements for the year ended December 31, 2023.

3 Standards, interpretations and amendments to existing standards
3.1 Standards, interpretations and amendments to existing standards that are effective
in 2024

Some accounting pronouncements which have become effective from January 1, 2024 and have therefore been
adopted, do not have a significant impact on the Company’s financial results ot position.



Petrochem Group LLC and Petrochem Petformance Products LLC
Consolidated financial statements

Notes to the consolidated financial statements
For the year ended 31 December 2024

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

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 authorisation of these financial statements, several new, but not yet effective, Standards and
amendments to existing standatds, and interpretations have been published by the TASB or IFRIC. None of
these standards or amendments to existing standards have been adopted eatly by the Company and no
interpretations have been issued that are applicable and need to be taken into consideration by the Company
at either teporting date. Management anticipates that all relevant pronouncements will be adopted for the first
period beginning on or after the effective date of the pronouncement. Except for newly issued IFRS 18, new
standards, amendments and Interpretations not adopted in the current year have not been disclosed as they
are not expected to have a material impact on the Company’s financial statements. Management is currently
assessing the impact of IFRS 18 on the Company’s financial statements.

4 Material accounting policy information
4.1 Overall considerations

These consolidated financial statements have been prepared using the measurement bases specified by IFRSs
for each type of asset, liability, income and expense. The measurement bases are more fully described in the
accounting policies below. Further the accounting policies applied in the preparation of these consolidated
financial statements are consistent with those applied for the financial year ended 31 December 2023.

4.2 Foreign currency translation

Functional and presentation currency

Items included in the consolidated financial statements of the Group are measured using the currency of the
ptimary economic environment in which the Group operate (“the functional cutrency” Azerbaijan New Manat
— AZN). The consolidated financial statements are then translated to presentation currency (United States
dollars — USD).

Foreign currency transactions and balances

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

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

Year end 31 December 2024 31 December 2023
Spot rate USD 1 =AZN 1.7000 USD 1 =AZN 1.7000
Average rate USD 1=AZN 1.7000 USD 1 = AZN 1.7000

4.3 Basis of consolidation

The Group financial statements consolidate those of the Company and its subsidiary (as disclosed in note 1)
as of 31 December 2024 on line by line basis. Control is achieved when the Company:

e has power over the investee;
e s exposed, or has rights, to vatiable returns from its involvement with the investee; and

® can use its power to affect its returns.



Petrochem Group LLC and Petrochem Performance Products LLC
Consolidated financial statements

Notes to the consolidated financial statements
For the year ended 31 December 2024

4 Material accounting policy information (continued)

4.3 Basis of consolidation (continued)
Subsidiary has a reporting date of 31 December and are consolidated line by line.

All transactions and balances between Group companies are eliminated in full on consolidation, including
unrealised gains and losses on transactions between Group companies where unrealised losses on intra-Group
asset sales are reversed on consolidation, the undetlying asset is also tested for impairment from a Group
perspective. Amounts reported in the financial statements of subsidiary have been adjusted where necessary
to ensure consistency with the accounting policies adopted by the Group.

Non-controlling interests, if any, are presented as part of equity. These represent the portion of a subsidiary’s
profit ot loss and net assets that are not held by the Group. The Group attributes total comprehensive income
or loss of subsidiaty between the owners of the parent and the non-controlling interests based on their

respective ownership interests.

4.4 Property, plant and equipment

Propetty, plant and equipment are initially recognized at acquisition cost or construction cost, including any
costs ditectly attributable to bringing the assets to the location and condition necessaty for it to be capable of
operating in the manner intended by the Group’s management.

The Group follows cost model and hence the assets were subsequently measured using the cost model, cost
less subsequent depreciation and impairment losses (if any).

Other assets are initially recognized at acquisition cost ot construction cost, including any costs directly
attributable to bringing the assets to the location and condition necessary for it to be capable of opetating in
the manner intended by the management of the Group. These assets are subsequently measured using the cost
model, cost less subsequent depreciation and impairment losses.

The Group recognize depreciation on a reducing balance method and write-down the cost less estimated
residual value for all assets. ‘The annual rates for Group ranges between:

Buildings 7%

Plant, machinery and equipment 10 —33%

Vehicles 10 —25%

Office equipment 15 —40%

Right-of-use assets Ovet the petiod of lease liability

As no finite useful life for land can be determined, related cattying amounts are not depreciated.

Depteciation on additions to propetty, plant and equipment is charged from the day from which the asset is
acquited or capitalized while no depreciation is charged for the day in which the asset is disposed of.

Gains or losses atising on the disposal of property, plant and equipment are determined as the difference
between the disposal proceeds and the carrying amount of the assets are recognized in profit or loss within
‘other income — net’,

4.4.1 Right-of-use assets and lease liabilities

At inception of a contract, the Company assesses whether a contract is, ot contains, a lease. A contract is, or

contains, a lease if the contract conveys the right to control the use of an identified asset for the Company for

a period of time in exchange for consideration. To assess whether a contract conveys the right to control the

use of an identified asset, the Company assess whether:

° the contract involves the use of an identified asset — this may be specified explicitly or implicitly and
should be physical distinct or tepresent substantially all of the capacity of a physically distinct asset. If
the supplier has a substantive substitution right, then the asset is not identified.

9



Petrochem Group LLC and Petrochem Petformance Products LLC
Consolidated financial statements

Notes to the consolidated financial statements
For the year ended 31 December 2024

4 Material accounting policy information (continued)

4.4.1 Right-of-use assets and lease liabilities (continued)

e the Company has the right to obtain substantially all of the economic benefits from use of the asset
throughout the period of use; and
° the Company has the right to direct the use of the asset. The Company has this right when it has the

decision-making rights that are most relevant to changing how and for what purpose the asset is used.

In rare cases where the decision about how and for what purpose the asset is used is predetermined,

the Company has the right to ditect the use of the asset if either:

- the Company has the right to operate the asset; ot

- the Company designed the asset in a way that predetermines how and for what purpose it will be

used.

At inception or on reassessment of a contract that contains a lease component, the Company allocates the
consideration in the contract to each lease component on the basis of their relative stand-alone process.
However, where the contract is not separable into lease and non-lease component then the Company has
elected not to separate non-lease components and account for the lease and non-lease components as a single
lease component.
The Company recognizes a right-of-use asset and a lease liability at the lease commencement date. The right-
of-use asset is initially measured at cost, which comptises the initial amount of the lease liability adjusted for
any lease payments made at or before the commencement date, plus an estimate of costs to dismantle and
remove the underlying asset or to restore the underlying asset ot the site on which is located, less any lease
incentives received. The right-of-use asset is subsequently depreciated using the straight-line method from the
commencement date to the earlier of the end of the useful life of the right-of-use asset or the end of the lease
term. The estimated useful lives of right-of-use assets ate determined on the same basis as those of property
and equipment. In addition, the tight-of-use asset is yeatly reduced by impairment losses, if any, and adjusted
for certain remeasurements of the lease liability. The lease liability is initially measured at the present value of
the lease payments that are not paid at the commencement date, discounted using the interest rate implicit in
the lease of, if that rate cannot be readily determined, the Company’s incremental borrowing rate. Lease
payments included in the measurement of the lease liability comprise the following:

° fixed payments, including in-substance fixed payments;

° variable lease payments that depend on an index or a rate, initially measured using the index or rate as
the commencement date;

U amounts expected to be payable under a residual value guarantee; and

° the exercise price under a purchase option that the Company is reasonably certain to exercise an

extension option, and penalties for eatly termination of a lease unless the Company is reasonably
cettain not to terminate eatly.

The lease liability is measured at amortised cost using the effective interest method. It is remeasured when
there is 2 change in future lease payments atising from a change in an index or rate, if there is a change in the
Company’s estimate of the amount expected to be payable under a residual value guarantee, or if the Company
changes its assessment of whether it will exercise a purchase, extension ot termination option. When the lease
liability is remeasured in this manner, a corresponding adjustment is made to the catrying amount of the right-
of-use asset.In determining the lease term, management considers all facts and circumstances that create an
economic incentive to exetcise an extension option, or not exercise a termination option. Extension options
(or periods after termination options) are only included in the lease term if the lease is reasonably certain to be
extended (ot not terminated).

4.5 Intangible assets
Intangible assets include acquired software and its related licenses in operations ot administration that

qualifies for recognition as an intangible asset.

They are accounted for using the cost model. Capitalized costs are amortized on a reducing balance method.
10



Petrochem Group LLC and Petrochem Petformance Products LLC
Consolidated financial statements

Notes to the consolidated financial statements
For the year ended 31 December 2024

4 Material accounting policy information (continued)

4.5 Iintangible assets (continued)

Residual values and useful lives ate reviewed at each reporting date. In addition, they are subject to
impairment testing as described in note 4.6.

An intangible asset is derecognized 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, and are recognized in profit ot loss
when the asset is derecognized.

For the purposes of assessing impairment, assets ate grouped at the lowest levels for which there ate largely
independent cash inflows (cash-generating units). As a result, some assets are tested individually for
impairment and some are tested at cash-generating unit level.

All individual assets or cash-generating units are tested for impairment whenever events or changes in
citcumstances indicate that the cartying amount may not be recoverable.

An impairment loss is recognized for the amount by which the asset’s ot cash-generating unit’s cattying
amount exceeds its recoverable amount, which is the higher of fait value less costs to sell and value-in-use.

To determine the value-in-use, management estimates expected future cash flows from each cash-generating
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 budget of the
Group, adjusted as necessary to exclude the effects of future reorganizations and asset enhancements.
Discount factors are determined individually for each cash-generating unit and reflect their respective risk
profiles, such as market and asset-specific risks factors.

All assets are subsequently reassessed for indications that an impairment loss previously recognized may no
longer exist. An impairment charge is reversed if the cash-generating unit’s recoverable amount exceeds its
carrying amount.

4.6 Financial instruments
Recognition, initial measurement and derecognition

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

Financial assets ate derecognized when the contractual rights to the cash flows from the financial asset expire,
ot when the financial asset and all substantial risks and rewards are transferred.

A financial liability is derecognized when it is extinguished, discharged, cancelled or expired.

Financial assets and financial liabilities ate measured subsequently as described below.

Classification and measurement

Financial assets

On initial recognition, a financial asset is classified as measured: at amortised cost, F ait Value through Other
Comprehensive Income (FVOCI) or Fair Value through Profit and Loss (FVIPL).

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

° the asset is held within a business model whose objective is to hold assets to collect contractual cash
flows; and
° the contractual terms of the financial asset give rise on specified dates to cash flows that are solely

payments of principal and profit on the principal amount outstanding.

11



Petrochem Group LLC and Petrochem Performance Products LLC
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Notes to the consolidated financial statements
For the year ended 31 December 2024

4 Material accounting policy information (continued)
4.6 Financial instruments (continued)

Classification and measurement (continued)

Financial assets (continued)

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

° the asset is held within a business model whose objective is achieved by both collecting contractual
cash flows and selling financial assets; and
° the contractual terms of the financial asset give rise on specified dates to cash flows that are solely

payments of principal and profit on the principal amount outstanding.

On initial recognition of an equity investment that is not held for trading, the Group may itrevocably elect to
present subsequent changes in fair value in OCI. This election is made on an investment-by-investment basis.

All other financial assets are classified as measured at FVTPL.

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

Business model assessment:

The Group makes an assessment of the objective of a business model in which an asset is held at a portfolio
level because this best reflects the way the business is being managed and information is provided to
management.

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

For the purposes of this assessment, ‘ptincipal’ is defined as the fair value of the financial asset on initial
recognition. ‘Profit’ is defined as consideration for the time value of money and for the credit risk associated
with the principal amount outstanding during a particular petiod of time and for other basic financing risks
and costs (e.g. liquidity risk and administrative costs), as well as profit margin.

In assessing whether the contractual cash flows are solely payments of principal and profit, the Group consider
the contractual terms of the instrument. This includes assessing whether the financial asset contains a
contractual term that could change the timing or amount of contractual cash flows such that it would not meet
this condition.

Reclassifications:

Financial assets ate not reclassified subsequent to their initial recognition, except in the petiod after the Group
changes its business model for managing financial assets.

Impairment

The Group recognizes allowance for impairment for expected credit losses (ECL) on financial assets measured
at amottised cost and commitments issued.

The Group measures allowance for impairment at an amount equal to lifetime ECL, except for those financial
instruments on which credit tisk has not increased significantly since their initial recognition, in which case 12-
month ECL is measured.
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4 Material accounting policy information (continued)
4.6 Financial instruments (continued)

Classification and measurement (continued)
Impairment (continued)

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

. financial assets that are not credit-impaited at the reporting date: as the present value of all cash
shortfalls (i.e. the difference between the cash flows due to the entity in accordance with the contract
and the cash flows that the Group expect to receive).

: financial assets that are credit-impaited at the teporting date: as the difference between the gross
cartying amount and the present value of estimated future cash flows;

. undrawn finance commitments: as the present value of the difference between the contractual cash
flows that are due to the Group if the commitment is drawn down and the cash flows that the Group
expect to receive.

Credit-impaired financial assets:

At each reporting date, the Group assess whether financial assets carried at amortized cost are credit-impaired.
A financial asset is ‘credit- impaired’ when one ot more events that have a detrimental impact on the estimated
future cash flows of the financial asset have occurred. For trade receivables, the Group has applied the
standard’s simplified approach and has calculated ECLs based on lifetime expected credit losses. The Group
has established a provision model and has used average default rates as per the best estimate of management
for the financial assets of similar credit risk profile.

Write-off:

Assets cartied at amortized cost are written off (either partially or in full) when there is no realistic prospect of
recovery. This is generally the case when the Group has exhausted all legal and remedial efforts to recover
from the customers. However, financial assets that are written off could still be subject to enforcement
activities in order to comply with the Group’ procedutes for recovery of amounts due.

Presentation of impairment

Loss allowance for financial assets measured at amortized cost are deducted from the gross catrying amount
of the assets.

Classification and subsequent measurement of financial liabilities

Financial liabilities comprise of borrowings, lease liabilities and trade and othet payables.

Financial liabilities are measured subsequently at amortized cost using the effective interest method.
All interest-related chatges ate included within ‘interest expenses’.

Offsetting financial instruments

Financial assets and liabilities are offset, and the net amount is reported in the consolidated 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 asset and settle the liability simultaneously.
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4 Material accounting policy information (continued)

4.7 Inventories

Inventories are stated at the lower of cost and net realizable value.

Raw matetials cost comptises of putrchase cost and other costs incurred in bringing the raw material to their
present location and condition.

Finished goods cost comprises of direct material cost, direct labour and an appropriate share of production
overheads based on normal operating capacity.

The amount of any write-down of inventories to net realizable value and all losses of inventories are recognized
as an expense in the period the write-down or loss occurs. The amount of any reversal of any write-down of
inventories, atising from an increase in net realizable value, are recognized as a reduction in the amount of
inventories recognized as an expense in the petiod in which the reversal occurs. Petrochem Group LLC and
Petrochem Performance Products LLC assign costs for inventoties using weighted average cost method.
When inventories are sold, the carrying amounts of those inventoties are recognized as an expense in the
petiod in which the related revenue is recognized.

4.8 Cash and cash equivalents

Cash and cash equivalents are items, which are readily convettible to known amounts of cash and which are
subject to an insignificant risk of changes in value. Cash and cash equivalents in the consolidated statement of
financial posiion comprise cash on hand, current account balances with banks and are initially and
subsequently ate carried at amortized cost using the effective interest method. Further the Group has applied
IFRS 9 ECL model to calculate the impairment of cash at banks. For the purpose of the statement of cash
flows, all cash and bank balances are considetred to be cash equivalents.

4.9 Equity and retained earnings
Shate capital represents the nominal value of shares that have been issued.

Currency exchange resetves reptesents the effect of currency translation from functional currency to

reporting currency.

The Company holds treasury shares as explained in note 11. In the absence of a standard or interpretation that
specifically applies to this transaction, as per management judgement, the Company has adopted a policy to
disclose these treasury shates at theit repurchase ptice as an element of equity.

Dividend distributions payable to equity shareholders are included in ‘trade and other payables’ when the
dividends have been approved in a general meeting prior to the reporting date.

Retained earnings/ Accumulated losses include all current and prior years” profits and losses.
4.10 Provisions and contingent liabilities

Provisions ate recognized when present obligations as a result of a past event will probably lead to an outflow
of economic tesources from the Group and amounts can be estimated reliably. Timing or amount of the outflow
may still be uncertain. A present obligation atises from the presence of a legal or constructive commitment that
has resulted from past events, for example, legal disputes ot onerous contracts. Provisions are measuted at the
estimated expenditure required to settle the present obligation, based on the most reliable evidence available at
the reporting date, including the risks and uncertainties associated with the present obligation. Where there are
a number of similar obligations, the likelihood that an outflow will be required in settlement is detetmined by
considering the class of obligations as a whole. Provisions ate discounted to their present values, where the time
value of money is material. Any reimbursement that the Group can be virtually certain to collect from a third
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Petrochem Group LLC and Petrochem Petformance Products LLC
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Notes to the consolidated financial statements
For the year ended 31 December 2024

4 Material accounting policy information (continued)

4.10 Provisions and contingent liabilities (continued)

party with respect to the obligation is recognized as a sepatate asset. However, this asset may not exceed the
amount of the related provision. All provisions are reviewed at each reporting date and adjusted to reflect the
current best estimate. In those cases where the possible outflow of economic resources as a result of present
obligations is considered improbable ot remote, no liability is tecognized, unless it was assumed in the course of
a business combination.

4.11 Revenue

IFRS 15 Revenue from Contracts with Customers outlines a single comprehensive model of accounting for
revenue arising from contracts with customers and supersedes cutrent tevenue recognition guidance found
actross several Standards and Interpretations within IFRSs. It establishes a new five-step model, explained below,
that will apply to revenue atising from contracts with customers.

Step 1  Identify the conttact with a customer: A contract is defined as an agreement between two ot more
parties that creates enforceable tights and obligations and sets out the criteria for each of those rights
and obligations.

Step 2  Identify the performance obligations in the contract: A performance obligation in a contract is a
promise to transfer a good or service to the customer.

Step3  Determine the transaction price: Transaction ptice is the amount of consideration to which the Group
expect to be entitled in exchange for transfetring the promised goods and services to a customet,
excluding amounts collected on behalf of third parties.

Step4  Allocate the transaction price to the performance obligations in the contract: For a contract has more
than one petformance obligation, the Group will allocate the transaction price to each performance
obligation in an amount that depicts the consideration to which the Group expect to be entitled in
exchange for satisfying each performance obligation.

Step 5 Recognize revenue as and when the Group satisfy a performance obligation.

Sale of goods

Revenue from contracts with customets is recognised when control of the goods is transferred to the customer
and thereby the performance obligations are satisfied, at amount that reflects the consideration to which the
Group expects to be entitled in exchange for those goods.

The Group has concluded that based on the contractual arrangement control of goods are transferred and
petformance obligations are satisfied at a point in time when the goods are dispatched to the customers.

Service income

Revenue from rendering of services comptises setvice contracts. Service income is recognized based on stage of
completion of services provided.

Rental income

Rental income is recognized when eatned, on a time apportionment basis.
412 Borrowing costs

Borrowing costs directly attributable to the acquisition, construction ot production of a qualifying asset are
recognized during the period of time that is necessaty to complete and prepare the asset for its intended use or
sale. Other borrowing costs are expensed in the petiod in which they ate incurred and reported in ‘finance

costs’.
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4 Material accounting policy information (continued)

4.13 Operating expenses

Operating expenses are recognized in profit ot loss upon recognized of the service or at the date of their origin.
4.14 Employee benefits

Short-term employee benefits

The cost of short-term employee benefits (those payable within twelve months after the setvice is rendered)
are recognized in the period in which the service is rendered and are not discounted. The expected cost of
compensated absences is recognized as an expense when the employee renders services that increase their
entitlement of, in the case of non-accumulating absences, when the absences occur.

End of service benefits

As required by Azerbaijan legislation, the Group withhold amount of pension contributions from the salaries
of employees and pays them to the state pension fund along with its own share of contribution. Upon
retirtement all retirement benefit payments are made by the state pension fund. Further, in accordance with
amendments in the Tax Code of the Republic of Azerbaijan during the year 2019, these rates have been set as
15% and 10% for the entity and employees respectively. Thete is also social tax payable by the entity at a flat
rate of gross income, less exempt amounts. The minimum tax base for social tax per employee is the minimum
monthly wage. The entity also must pay social insutance contributions, which form part of social tax.

4.15 Taxation

Current tax

The current tax expense is based on taxable profit for the year. Taxable profit differs from net profit as reported
in the consolidated statement of comprehensive income because it excludes items of income or expense that
are taxable or deductible in other years and it further excludes items that ate never taxable or deductible and it
is calculated on statutory numbers. The current tax expense of the Group is calculated using tax rates that have
been enacted or substantively enacted in the Azerbaijan Republic during the reporting petiod.

Deferred tax

Deferred tax is the tax expected to be payable ot recoverable on differences between the carrying amounts of
assets and liabilities in the consolidated financial statements and the corresponding tax bases used in the
computation of taxable profit and is accounted for using the balance sheet method. Deferred tax liabilities are
generally recognized for all taxable temporary differences and deferred tax assets are recognized to the extent
that it is probable that taxable profits will be available against which deductible temporary differences can be
utilized. Such assets and liabilities are not recognized if the temporary difference atises from the initial
recognition of other assets and liabilities in a transaction that affects neither the tax profit not the accounting
profit. Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is
settled or the asset is realized. Deferred tax is charged or credited in the consolidated statement of
comprehensive income, except when it relates to items charged or credited directly to equity, in which case the
deferred tax is also dealt with in equity. Deferred income tax assets and deferred income tax liabilities are offset
and repotted net on the statement of financial position if:

e The Group has a legally enforceable right to set off current income tax assets against current income tax
liabilities: and

o Deferred tax assets and the deferred income tax liabilities relate to income taxes levied by the same taxation
authority on the same taxable entity.

The Azerbaijan Republic also has various other taxes, which ate assessed on the activities of the Group. These
taxes are included as a component of operating expenses in the consolidated statement of comprehensive

income.
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4 Material accounting policy information (continued)

4.16 Significant management judgement in applying accounting policies

The preparation of consolidated financial statements requires management to make judgement, estimates and
assumptions that affect the application of the Group’ accounting policies and the teported amounts of assets,
liabilities, income and expense. Actual results may differ from these estimates. The Group has consistently
applied the estimates and judgements as applied by the Group in the annual financial year ended 31 December
2023. Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to estimates are
recognized prospectively.

Currency translations

The functional currency of the Group companies is AZN. The presentation cutrency in these consolidated
financial statements is USD. For the purpose of convetsion, the share capital of the Group companies has been
approximately recorded at historical cost in these consolidated financial statements. The opening retained
earnings as at 1 January 2017 have been translated at ‘average rate from establishment of each company to 1
January 2017. The profits for the year 2018, 2019, 2020, 2021, 2022, 2023 and 2024 have been translated at
average rate of respective years. Therefore, translation resetve has been recorded in these consolidated financial
statements.

Estimating allowance for doubtful accounts

At each reporting date, the management uses an allowance matrix to measure Expected Credit Loss (ECL) of
trade receivables. Impairment on trade receivable is recognized based on ECL model with various assumptions.

The Group recognized allowance for impairment for expected credit losses (ECL) on financial assets measured
at amortized cost. Impairment losses are recognized in the profit or loss. The Group measures allowance for
impairment at an amount equal to lifetime ECL, except for those financial instruments on which credit risk has
not increased significantly since their initial recognition, in which case 12-month ECL is measured. 12-month
ECL are the portion of ECL that result from default events on a financial instrument that are possible within the
12 months after reporting date. The impairment is recorded having applied the Loss Given Default (LGD) and
probability of default (PD) amount to the cost of financial assets considered for the purpose of calculation of
impairment.

For the purpose of calculation of PD, historical ageing has been obtained, the roll rates and healing rate has been
calculated based on the histoty of aged receivables. The same rates were used for the calculation of average roll
rates and conditional probability. The LGD was calculated by dividing the total default amount with total loss
amount. The forward looking assumption was also applied, and outlook of collection has been considered
positive.

Control assessment

The Group reassesses whether it controls an investee if facts and citrcumstances indicate that there are changes
to one or more of the three elements of control listed in note 4.3. Management has reviewed its control
assessments in accordance with IFRS 10 and has concluded that there is no effect on the classification (as
subsidiaties or otherwise) of any of the Company’s investees held duting the period or comparative periods
covered by these consolidated financial statements.

Petrochem Group LLC is owned 35 % by Mt. Farkhad Aliyev and the Company has 65 % treasury shares. The
shareholders of Petrochem Petformance Products LLC are Petrochem Group LLC and Champion X Azetbaifan
LLC. Petrochem Petformance Product LLC was established under an agreement. As pet the agreements of both
companies, all the shareholders have right to appoint equal directors. As the Petrochem Group LLC holds more
than 51% of the ordinary shares and voting rights in Petrochem Performance products LLC and also nanaging
and controlling day to day operations, the management has assessed its involvement in these subsidiaties in
accordance with IFRS 10’s control definition and guidance and it has concluded that the control rests with the

Pettochem Group LLC.
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4 Material accounting policy information (continued)
4.16 Significant management judgement in applying accounting policies (continued)
Recognition of deferred tax assets

The extent to which deferred tax assets can be recognized is based on an assessment of the probability of the
Group’ future taxable income against which the deductible temporary differences can be recognized. In addition,
significant judgement is required in assessing the impact of any legal or economic limits or un-certainties.

4.17 Estimation uncertainty

Information about estimates and assumptions that have the most significant effect on recognition and
measurement of assets, liabilities, income and expenses is provided below. Actual results may substantially be
different.

Impairment of non-financial assets
An impairment loss is recognized for the amount by which the asset’s or cash-generating unit’s catrying amount
exceeds its tecoverable amount. To determine the recoverable amount, management estitates expected future
cash flows from each cash-generating unit and determines a suitable interest rate in order to calculate the present
value of those cash flows. In the process of measuting expected future cash flows management makes
assumptions about future operating results.

These assumptions relate to future events and citcumstances. The actual results may vary and may cause
significant adjustments to the Group’ assets within the next financial year. In most cases, determining the
applicable discount rate involves estimating the appropriate adjustment to market risk and the approptiate
adjustment to asset-specific risk factors.

Useful lives of depreciable assets

Management reviews the useful lives of depreciable assets at each reporting date, based on the expected utility
of the assets to the Group. The cartying amounts ate analyzed in in note 5. Actual results, however, may vary
due to technical ot other obsolescence.

Useful lives of intangible assets

Management reviews the useful lives of intangible assets at each reporting date, based on the expected utility of
the assets to the Group. The cartying amounts are analyzed in note 6.

Inventories

Inventories are measured at the lower of cost or net realizable value. Cost is estimated based on allocation
mechanism. In estimating net realizable values, management takes into account the most reliable evidence
available at the times the estimates 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 any
observable data indicating that there is any future recoverability of an item and the net realizable value for such
item.
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Petrochem Group LLC and Petrochem Petformance Products LLC
Consolidated financial statements

Notes to the consolidated financial statements
For the year ended 31 December 2024

5.1 Right of use assets

The Group has recorded lease liability and right-of-use asset as per IFRS 16 Leases’.

2024 2023
USD USD
Balance at Januaty 1, 253,501 146,341
Additions - 107,160
Termination (193,202) =
Balance at December 31, 60,299 253,501
Balance at January 1, 128,719 80,894
Charge for the year (note 20) 12,060 47825
Termination (116,659) _
Balance at December 31, 24,120 128,719
Net carrying amount at December 31, 36,179 124,782
6 Intangible assets
Software License Total
USD USD USD
Cost
At 1 January 2024 11,627 12,623 24,250
At 31 December 2024 11,627 12,623 24,250
Accumulated amortization
At 1 January 2024 4,991 6,357 11,348
Charge for the year (note 17) 666 626 1,292
At 31 December 2024 5,657 6,983 12,640
Net carrying amount
At 31 December 2024 5,970 5,640 11,610
Cost
At 1 January 2023 11,027 12,623 23,650
Additions 600 - 600
At 31 December 2023 11,627 12,623 24,250
Accumulated amottization
At 1 January 2023 4,253 5,661 9,914
Charge for the year (note 17) 738 696 1,434
At 31 December 2023 4,991 6,357 11,348
Net carrying amount
12,902

At 31 December 2023 6,636 6,266
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Fot the year ended 31 December 2024

7 Inventories
2024 2023
USD USD
Finished goods 2,962,450 1,839,638
Packing matenals 54,225 90,143
Others 107,899 140,374
3,124,574 2,070,155
8 Trade and other receivables
2024 2023
USD USD
Financial assets
Ttrade receivables 2,752,226 2,786,438
Less: Allowance for impairment loss (ECL) (1,515,476) (1,507,507)
Trade receivables, net 1,236,750 1,278,931
Advances to employees - 3,134
1,236,750 1,282,065
Non-financial assets
Prepayment and deposits 238,438
Tax receivables 409,008 -
647,446 -
Total trade and other receivables 1,884,196 1,282,065

The following table show reconciliations from the opening to the closing balance of the allowance for impairment
loss.

2024 2023
USD uUSD
Balance at 1 January 1,507,507 1,333,808
Chatge of impairment loss for the year (note 17) 7,969 173,699
Written off duting the year - Z
Balance at 31 December 1,515,476 1,507,507
9 Related parties

The Group in the normal course of business carties on business with other enterprises that fall within the definition
of a related party contained in IFRS. These transactions are cartied out in normal course of the business and are
measured at exchange amounts, being the amounts agreed by both parties. The related patties of the Group include
its key management personnel and entities under common control as desctibed below. Details of related party
transactions entered into duting 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 wete as

follows:
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9 Related parties (continued)
2024 2023
Short-term employee benefits USD USD
- Salaties and other benefits 420,615 373,925
Transactions with related parties
2024 2023
USD USD
Payment to NCI on reduction of subsidiary’s share capital - (735,000)
Revenue 2,174,249 4,258,951
Dividend (1,332,235) (860,418)
Amounts due from a related party
2024 2023
USD USD
Champion X Azetbajjan ILLC 187,100 254,312
187,100 254312
Loan from a related party
2024 2023
USD USD
Loan from a shareholder — Mt. Farkhad Aliyev - 23,824
- 23,824
The loan is intetest free and is payable on demand.
10 Cash and cash equivalents
2024 2023
USD USD
Cash on hand 7,944 7,944
Cash at banks 852,343 2,164,041
VAT deposit 40,011 23241
Less: Allowance for impairment loss (7,086) (43,357)
893,212 2,151,869
2024 2023
USD USD
Balance at January 1, 43,357 23,565
(Reversal)/charge of impairment loss for the yeat (36,271) 19,792
Balance at December 31, 7,086 43 357
Cash and cash equivalents for consolidated statement of cash flows include the following:
2024 2023
USD USD
Cash on hand 7,944 7,944
Cash at banks 852,343 2,164,041
860,287 2,171,985
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11 Charter capital and treasury shares

Share capital of the Company consists of fully paid ordinary shares of 100 with a par value of AZN 64,000 (USD
39,648) (2023: AZN 64,000 and USD 39,648) each. In financial year 2021, the Company bought back its own
shares. These shares were bought back for a considetation of USD 5,000,000. These shares have been classified as

treasury shares.

2024 2023

USD uUSD

Total capital issued and fully paid at 31 December 3,964,806 3,964,806
2024 2023 2024 2023

Percentage  Percentage

Shareholders (%) (%) USD USD
Mr. Farkhad Aliyev 35.00 35.00 1,387,682 1,387,682
Petorchem Group LLC- treasury shares 65.00 65.00 2,577,124 2,577,124
100.00 100.00 3,964,806 3,964,806

During the yeat, the Group declared and paid dividend of USD 1,332,235 (2023: USD 860,418). In 2023, the share
capital of subsidiary was reduced, and the Group paid an amount of USD 735,000 to non-controlling interest.

12 Borrowings

Non-current
Pasha Bank OJSC

Current
Pasha Bank OJSC
Accrued interest

Total borrowings

2024 2023
USD USD

. 1,376,880

g 1,376,380
1,376,976 1,289,587
1,989 5,237
1,378,965 1,294,824
1,378,965 2,671,704

On 22 December 2021, the Group entered into credit facility agreement with Pasha Bank OJSC for a total amount
of AZN 60 million. The Group has obtained loan of AZN 8,500,000 (USD 5 million) out of total credit facility till
the year ended 31 December 2024. The outstanding loan amount as at December 31, 2024 is AZN 1,376,976. The
interest rate on availed loan is 6.5% per annum and it could be up to 25% if the entire loan credit facility is availed.
The interest is paid on monthly basis. The loan is repaid each month started from 21 January 2022 and the final
repayment will be on 22 December 2025. The loan is pledged against shares of Mr. Farkhad in Petrochem Group

LLC.

Movement in botrowings is as follows:

Balance at January 1,
Interest expense (note 19)
Repayment of borrowings
Balance at December 31,
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2024 2023
USD USD
2,671,704 3,882,322
132,859 216,622
(1,425,598) (1,427,240)
1,378,965 2,671,704
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13 Lease liabilities

The Group has recorded lease liabilities and right-of-use assets as per [FRS 16 ‘Leases’ at the present value of
remaining lease payments.

2024 2023
UsD UsD
Non-current
Lease liabilities 14,452 79,048
14,452 79,048
Current
Lease liabilities 13,082 45,868
13,082 45,868
Total lease liabilities 27,534 124,916
Within 1 Betweenlto 5 After
year yeats 5 years Total
31 December 2024 USD USD USD USD
Minimum lease payments 15,247 15,247 - 30,494
Future finance cost (2,165) (795) - (2,960)
Present value of minimum lease payments 13,082 14,452 - 27,534
Within 1 Between 1 to 5 years After
year 5 years Total
31 December 2023 USD USD USD uUSD
Minimum lease payments 60,423 86,965 - 147,388
Future finance cost (14,555) (7,917) - (22,472)
Present value of minimum lease payments 45,868 79,048 - 124,916
14 Trade and other payables
2024 2023
USD UsD
Financial liabilities
Trade payables 1,183,057 1,348,066
Payables to employees 115,886 159,855
1,298,943 1,507,921
Non-financial liabilities
Taxes payable 57,291 407,978
Other payables 259,219 231,337
316,510 639,315
Total trade and other payables 1,615,453 2,147,236
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15 Revenue
2024 2023
USD USD
Sale of goods 7,833,432 9,041,565
Rendeting of services 1,945,882 1,966,803
9,779,314 11,008,368

The Company’s geographical market is Azerbaijan and Kazakhstan. All sales of goods and setvices are rendered in
Azerbaijan and Kazakhstan. Based on the contractual arrangement control of goods is transferred, and performance
obligations are satisfied at a point in time when the goods are dispatched to the customers. In case of service
revenue petformance obligation is satisfied and revenue is recognized over the time.

16 Cost of sales

2024 2023
USD UsDh
Cost of goods sold 5,143,032 6,042,803
Cost of services 282,063 347,244
Salaries and other benefits 535,731 614,750
Depreciation expense {note 5 and note 5.1) 27,773 91,739
5,988,599 7,096,536

17 Administrative and general expenses
2024 2023
USD uUsDh
Salaties and other benefits 853,498 775,882
Legal and professional expenses 227,540 268,168
Depreciation expense (note 5 and note 5.1) 167,130 188,243
Repair and maintenance expenses 79,968 71,368
Security expenses 67,341 67,341
Other staff related costs 53,216 35,826
Rental expenses 36,864 20,617
Office and printing expenses 28,740 25,360
Bank charges 23,833 27,411
Utility expenses 19,973 28,772
Communication expenses 19,779 20,124
Technical support service 15,780 48,560
Insurance expenses 12,245 26,818
Tax expenses 11,632 13,051
Advertising expense 8,075 16,065
Provision for trade receivables (ECL) (note 8) 7,969 173,699
Amottization of intangible assets (note 17) 1,292 1,434
(Revetsal)/Provision for cash at banks (note (36,271) 19,792
Other expenses 117,737 245,737
1,716,341 2,074,268
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18 Other income - net
2024 2023
USD USD
Income from rent & services 2,100,297 948,565
Income arising on termination of lease contract 8,668 -
2,108,965 948,565

Income from rent & services constitutes income atising form using various facilities of the group like warehouse,
storage of inventoty etc. by the other parties.

19 Finance costs
2024 2023
USD USD
Intetest expense on bank loan 132,859 216,622
Interest expense on lease liabilities 3,076 18,727
135,935 235,349
20 Taxation

Deferred tax asset

During the year ended 31 December 2024 and 2023, 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 retutns as these ate prepared for management’s intetnal
putposes. Deferred taxes reflect the net tax effects of temporary differences between the carrying amount of assets
and liabilities for financial reporting purposes and the amounts used for tax purposes.

2024 2023
USD USD
Deferred tax assets as at 1 January 334,234 258,440
Deferred tax (expense) / income (44,661) 75,794
Deferred tax asset as at 31 December 289,573 334,234
The deferred tax asset as at reporting date is as follows:
2024 2023
Deductible temporary difference: USD UsD
Propetty, plant, equipment and right-of-use assets (72,824) (3,195)
Intangible assets (1,876) (1,416)
Trade recetvables 1,515,477 1,507,509
Cash at banks 7,086 43,357
Lease liabilities - 124,916
Net deductible temporary differences 1,447,863 1,671,171
Deferred tax asset at 20% (2023: 20%) 289,573 334,234
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20 Taxation (continued)

Income tax expenses

The major components of tax expense and the reconciliation of the expected tax expense based on the domestic
effective tax rate of the Group on individual basis at 20% (2023: 20%) and the reported tax expense in profit or

loss are as follows:

2024 2023

USD usD
Income tax expense (616,172) (684,079)
Deferred tax (expense)/income (44,661) 75,794
(660,833) (608,285)

2024 2023

USD usD

Profit for the year before tax 4,047,081 2,554,811

Domestic effective tax rate 20% 20%
Theoretical tax expense (809,416) (510,962)

Non-deductible items

Adjustment 193,244 (173,117)
Income tax expense (616,172) (684,079)
Tax effect of temporary differences (44,661) 75,794
Income tax expense (660,833) (608,285)

21 Commitments, contingencies and operational risk

Capital commitments

The Group has no capital commitments as at 31 December 2024 (2023: Nil).

Contingent liabilities

The Group has no major contingencies and commitments at 31 December 2024 (2023: Nil).

Guarantees issued on behalf of the Group

Pasha Bank has issued guarantees of USD 12,554 (2023: USD 16,827) on behalf of the Group as at 31 December
2024.

Business environment and regulatory environment

The Company’s main operations are conducted in the Azerbaijan Republic. Azerbaijan continues economic reforms
and development of its legal, tax, and regulatory framework to strengthen and diversify the economy. The disruption
of the global supply chains, conflict between the Russian Federation and Uktaine as well as tising consumer demand
for goods led to significant inflationary pressutes to the global economy in 2023, including soaring commodity
prices. The effect on the economies in which the Company operates is presented as follows. During the first half
of 2024, the Azerbaijani economy continued to navigate through the challenges and oppottunities posed by
fluctuating oil and gas prices. The Government of Azetbaijan sustained its efforts in implementing major economic
and social reforms aimed at diversifying the economy and reducing dependence on the oil and gas sector.
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21 Commitments, contingencies and operational risk (continued)

The overall economy expanded by 4.3% in the first half of the year, with oil sector output rising by 0.6% and non-
oil sector output by 6.9%. Strategic foreign exchange resetves of Azetbaijan increased by 3% and amounted to 69.7
billion US dollars during the period. All these influxes contributed to the stability of the Azerbaijani manat and
suppotted economic resilience.

According to the Central Bank of Azerbaijan Republic (CBAR), the inflation level for the first half of 2024 was
0.7% which is below annual target inflation level of 4+2%. The CBAR continued its efforts to manage monetary
conditions and maintain the stability of the Azetbaijani manat. The policy rate was adjusted in response to global
inflation trends, with the refinancing rate set at 7.25%. Fitch Ratings upgraded credit rating of Azetbaijan Republic
to ‘BBB-* in July 2024 due to effectiveness of economic policy in tecent yeats, strong fiscal performance and high
hydrocarbon prices.

The Company’s financial position will continue to be affected by developments in Azerbaijan, however; the
Company does not believe that these contingencies, as telated to its operation, are any more significant than those
of similar enterprises in the Azerbaijan Republic. The Company management is closely watching these
developments in current environment and taking approptiate necessaty actions to support the sustainability and
development of Company’s business in foreseeable future. The accompanying financial statements do not include
any adjustments that may result from the future clarification of these uncertainties. Such adjustments, if any, will
be tepotted in the period when they become known and estimable.

Taxation

Commercial legislation of the Republic of Azerbaijan, including tax legislation, may allow more than one
interpretation. In addition, there is a risk of tax authorities making arbitrary judgments of business activities. If a
treatment, based on management's judgment of the Group’s business activities, was to be challenged by the tax
authorities, the Group may be assessed for additional taxes, penalties and interest.

Generally, taxpayers are subject to tax audits with respect to three calendar years preceding the year of the audit.
However, completed audits do not exclude the possibility of subsequent additional tax audits performed by upper-
level tax inspectorates reviewing the results of tax audits of their subordinate tax inspectotates. Management
believes that its interpretation of the relevant legislation as at 31 December 2024 is appropriate and that the Group’s
tax, and currency positions will be sustained.

22 Categories of financial assets and liabilities

The catrying amounts presented in the consolidated statement of financial position relate to the following categories
of financial assets and financial labilities:

Financial assets Notes 2024 2023
Financial assets measured at amortized cost: USD USD
Cutrrent:

Trade and other receivables 8 1,236,750 1,282,065
Amounts due from related patties 9 187,100 254,312
Cash and cash equivalents 10 893,212 2,151,869

2,317,062 3,688,246

Financial liabilities
Financial liabilities measured at amortized cost:

Non-cuttent:
Borrowings 12 - 1,376,880

Lease liabilities 13 14,452 79,048
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22 Categories of financial assets and liabilities (continued)

Current:

Borrowings 12 1,378,965 1,294,824
Lease liabilities 13 13,082 45,868
Ttrade and other payables 14 1,298,943 1,507,921
Loan from a related party 9 - 23,824

2,705,442 4,328,365

See note 4.7 for a description of the accounting policies for each category of financial instruments. A description
of the financial instrument risk of the Group, including risk management objectives and policies is given in note
23. Information relating to fair values is presented in note 24.

23 Financial instrument risk

Risk management objectives and policies

The Group is exposed to various risks in relation to financial instruments. The financial assets and liabilities of the
Group by categoty are summarized in note 22. The main types of tisks are market risk, credit risk and liquidity risk.
The risk management of the Group is coordinated in close cooperation with the directors of the Group and focuses
on actively securing the short to medium term cash flows by minimizing the potential adverse effects on the
performance of the Group through internal risk repotts 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 options.
The most significant financial risks to which the Group is exposed are described below.

23.1 Market risk

Matket tisk is the risk that the value of a financial instrument will fluctuate as a result of changes in market prices
whether those changes are caused by factors specific to the individual security or its issuer or factors affecting all
secutities traded in the market. The Group are exposed to matket risk through its use of financial instruments and
specifically to currency risk and interest rate risk, which result from both its operating and investing activities.

Foreign currency risk

Foreign currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign
exchange rates. Exposures to currency exchange rates arise from the Group' transactions. Management of the
Group’ does not enter into futures agreements to hedge its currency risk due to the immaturity of local financial
markets.

AZN EUR GBP
Financial assets
Trade and other receivables (note 8) 1,236,750 - -
Amounts due from a related party (note 9) 187,100 - &
Cash and cash equivalents (note 10) 695,726 1,157 3,744
2,119,576 1,157 3,744

Financial liabilities
Lease liabilities (note 13) 27,534 - -
Trade and other payables (note 14) 566,636 17,868 12,849
Loan from a related party (note 9) - - -

594,170 17,868 12,849
Open position 1,525,406 (16,711) (9,105)
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23 Financial instrument risk (continued)

23.1 Market risk (continued)
Foreign currency risk (continued)

AZN EUR GBP
Financial assets
Trade and othet receivables (note 8) 1,282,065 - -
Amounts due from a related patty (note 9) 254,312 -
Cash and cash equivalents (note 10) 118,057 930 389
1,654,434 930 389
Financial liabilities
Lease liabilities (note 13) 124916 -
Trade and other payables (note 14) 1,507,921 -
Loan from a related party (note 9) 23,824 % -
1,656,661 - -
Open position (2,227) 930 389

The following table details the Group’ sensitivity to a 5% increase and decrease in the USD against the relevant
foreign currencies. The sensitivity analysis includes only outstanding foreign cutrency denominated monetary items
and adjusts their translation at the period end for a 5% change in foteign cutrency rates. A positive number below
indicates an increase in profit and other equity where the USD strengthens 5% against the relevant currency. For a
5% weakening of the USD against the relevant cutrency, thete would be a comparable impact on the profit and
other equity, and the balances below would be negative.

Profit for the year Equity
2024 2023 2024 2023
UsSD uSh USD USD
Strengthening USD 5% / (5%) (76,270) 111 (61,016) 89
Weakening USD 5% / (5%) 76,270 (111) 61,016 (89)

Interest rate risk

Interest rate risk is the risk that the future cash flow of the financial instruments will fluctuate because of the changes
in market interest rates. Fair value interest rate risk is the risk that the fair value of a financial instrument will
fluctuate due to changes in market interest rates. Management of the Group does not enter into future agreement
to hedge its interest rate risk. However, these are monitored on regular basis and cotrective measures initiated
whetever requited. All the borrowings and lease liabilities ate on fixed interest rates; thetrefore, interest rate
sensitivity analysis has not been disclosed.

23.2 Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other
patty to incur a financial loss.

The Group is exposed to this risk for vatious financial instruments, for example by granting credit terms to
customers. The maximum exposure of the Group to credit tisk is limited to the carrying amount of financial assets
recognized at the teporting date, as summarized below:
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23 Financial instrument risk (continued)

23.2 Credit risk (continued)

2024 2023
USD UsD
Classes of financial assets - carrying amounts:
Trade and other receivables (note 8) 1,236,750 1,282,065
Amounts due from a related party (note 9) 187,100 254,312
Cash at banks, net (excluding cash on hand) (note 10) 885,268 2,143,925
Total catrying amount 2,309,118 3,680,302

The Group continuously monitors defaults of customets and other counterparties, identified either individually or
by Group and incorporates this information into its credit risk controls. Where available at reasonable cost, external
credit ratings and/or repotts on customers and other counterparties ate obtained and used. The policy of the Group
is to deal only with creditworthy counterparties.

The Group uses an allowance matrix to measure the ECL of trade receivables from individual costumers, which
comprise a very latge number of small balances. The Group has established a provision model and has used average
default rates as per the best estimate of management for the financial assets of similar credit risk profile. Impairment
on cash and cash equivalents has been measured on a 12-month expected loss basis and reflects the short aturities
of the exposure. The Group consider that cash and cash equivalents have low credit risk based on the external
credit ratings of the counterparties. To manage its risk exposure, the Group places its cash with reputable banks.
The Group consider their balance due from related parties to be fully recoverable. These balances neither past due
nor impaired.

23.3 Liquidity risk

Liquidity risk also referred to as funding risk is the risk that an enterprise will encounter difficulty in raising funds
to meet commitments associated with financial instruments. Liquidity risk may tesult from an inability to sell a
financial asset quickly at close to its fait value. The Group maintains sufficient cash balances and monitots liquidity
requirements on 2 regular basis and the management ensures that sufficient funds are available to meet any future
commitments. The Group is also well supported by its related patties fot the funding of long-term liquidity needs.
The table below summarizes the maturity profile of the Group’ financial liabilities:

Range of
intetest rate Within 1 1to5 Over 5
pet annum year years years Total
AZN AZN AZN AZN
31 December 2024
Botrowings (note 12) 6.5% 1,378,965 - - 1,378,965
Lease liabilities (note 13) 17.82% 13,082 14,452 - 27,534
Trade and other payable (note 14) 1,298,943 - - 1,298,943
Loan from a related party (note 9) - - - -
2,690,990 14,452 - 2,705,442
31 December 2023
Borrowings (note 12) 6.5% 1,294,824 1,376,880 - 2,671,704
Lease liabilities (note 13) 17.82% 45,868 79,048 - 124,916
Trade and other payable (note 14) 1,507,921 1,507,921
Loan from a related party (note 9) 23,824 - - 23,824
2,872,437 1,455,928 - 4,328,365

The above amounts reflect the carrying values of the liabilities at the reporting date.
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24 Fair value measurement

Assets and liabilities measured at fair value in the consolidated statement of financial position are grouped into
three levels of fair value hierarchy. This grouping is determined based on the lowest level of significant inputs used
in fair value measurement, as follows:

° level 1: quoted prices (unadjusted) in active markets for identical assets orliabilities

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

o level 3: inputs for the asset ot liability that are not based on observable market data (unobservable inputs).

All the financial assets and liabilities of the Group ate 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 fait value is not disclosed because it does not have significant disclosure impact to the
consolidated financial statements.

25 Capital management policies and procedures

The capital management objectives of the Group are:
e to ensure the ability of the Group to continue as a going concern;and
e to provide an adequate return to shareholders by pricing products commensurately with the level of tisk.

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 structute 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 shareholders and return capital
to shareholders. Thete have been no changes in the strategy for capital maintenance or externally imposed capital
requirements from the previous year. Capital for the reporting periods is summarized as follows:

2024 2023

USD USD
Total equity 6,803,480 4,749,467
Less Cash and cash equivalents (note 10) (893,212) (2,151,869)
Capital 5,910,268 2,597,598
Total equity 6,803,480 4,749,467
Borrowings (note 12) 1,378,965 2,671,704
Overall financing 8,182,445 7,421,171
Capital-to-overall financing ratio 72% 35%

26 Events after the reporting date

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