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INDEPENDENT AUDITOR'S REPORT

To Participant of
Shtigen LLC

Opinion

We have audited the accompanying consolidated financial statements of Shtigen LLC {hereafter, “the Company™)
and its subsidianes (hereafter, “the Group™). which comprise the Consolidated Statement of Financial Position as
at 31 December 2021, the Consolidated Statement of Profit or Loss and other Comprehensive Income, the

Consolidated Statement of Changes in Equity, and the Consolidated Statement of Cash Flows for the year then
ended, and notes to the consolidated financial statements, including a summary of significant accounting policy.

In our opimion, the sccompanying consolidated Ninancial statements give a true and fuir view of the financial
position of the Group as at 31 December 2021, and of its financial performance and its cash flows for the vear
then ended. in accordance with Imtérnational Financial Reporting Standards (IFRS).

Basis for Opinion

We conducted aur audit in accordance with [memational Standards on Auditing {I5As). Our responsibilities under
those standards are (urther described in the Auditors” Responsibilities for the Awdit of the Consolidated Financial
Statements section of our report. We are independent of the Group in accordance with the Intemational Ethics
Standards Board for Accountanis’ Code of Ethics for Professional Accountants (IESBA Code) and with the
ethical requirements that are relevant 1o our audit of the consolidated financial siatements in Armenia. and we
have fulfilled our ethical responsibilities in accordance with these requirements, We believe that the andit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

ADVISORY * ASSURANCE *ACCOUNTING “TAX
Baker Tilly Armemia CISC is a member ol the global netaork of Baker Tilly Enfermational Lid.. the members of which ane sepanbe anl
indepenident legal entities,
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Responsibilities of Management and Those Charged with Governance
for the Consolidated Financial Statements

The Group's hManagement is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with [FRS, and for such internal control as management determines is MECessary 1o
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
o continue a5 & going concern, disclosing, as applicable, matters related 1o going concern and wsing the going
concern basis of accounting unless management either intends to liquidate the Group or to cease operations, of
has no realistic alternative but to do so.

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

Auditor's Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obiain reasonable assurance about whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that ineludes
our gpinion, Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with [SAs will always derect a material misstatement when it exists. Misstatements ean arise from
fraud or error and are considered material if, individually or in the aggrepate, they could reasonahly be expecied
to influence the economic decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in sccordance with 1SAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

*  |dentify and assess the risks of materal misstatement of the consolidated financial statements, whether due
to fraud cr error, design and perform audit procedures responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide # 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, miscepresentations or the override of internal control.

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

= Evaluate the appropriateness of accounting policies used and the reasonableness of sccounting estimates and
velated disclosures made by management.

* Conclude on the appropriateness of manggement’s use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncentainty exists related to events or conditions that ms
cast significant doubt on the Group’s ability to continue as a going concern. If we conclude that & material
uncertainty exists, then we are required to draw attention in our auditor’s report to the related disclosures in
the consolidated financial statements or, if such disclosures are inadequate, o modify our opiricn, Chir
conclusions are based on the audit evidence obtained up to the date of our auditors report. However, fsture
events or conditions may cause the Group (o cease lo continug as a gOiNg concer.

» Evaluate the overall presentation, struclure and content of the consolidaied Nnancial statements, including
the discloseres, and whether the consolidated financial statements represent the underlying transactions and
events in @ manner that achieves fair presentation,

®  Obuain sufficient approprate audit evidence regarding the financial information or business activities of the
Giroup to express an opinion on the consclidated financial statements. We are responsible for the direction.
supervision and performance of the audit, We remain selely 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
identity during our andit,

Auditor

M. Mkrichyan % jg;ﬁ’

28.12.2023



Shtigen LEC Consolidated Fimancial Seatemenm
FF Devember 262}

Consolidated Statement of Profit or Loss and other Comprehensive Income

For the year ended 31 December 2021
AMD ths,
Motes 2021 2020

Revenpe 3 3,350,567 1,570,353
Cost of sales & (2,670,056) CE035,255)
Gross profit 680,511 511,298
Realization cxipenses 7 237318 (214,133
Administrative cxpenses 8 (304,127) (234,584)
Cither income 417 12,153
Other eipense o (27,645) (26,891}
Operating profit 112,838 47,843
Gain / {Loss) from foreign exchange differences, net 430 {25,050)
Financial expensa, net 10 (22,683) C10.790%
Profit before taxution 90,605 12,003
Ineome tax expense I {19,947 (10.273)
Net profit after income tax T0,658 1,731 -
Ober comprehensive income

Cither comprehensive result - -
Total comprehensive result TLHER 1,73 _I__

The attached noles |=26 ang the inteerml part of these Fmoncinl Saomemenis.
i



Shtigen LLC Cossatidated Flrancial Stafemenis
31 Decesvher J821

Consolidated Statement of Financial Position
Aian 3] Degember 2121

AN ths
MNotes 2021 1020

ABSETS
Nem-Currend Axxers
Property, Plant and Equipment 12 85,251 41,793
Intangible assets 4,781 4,079
Diefarred tax assets 13 7698 4,123
[nwestments in unaffiliated entities 14 7,733 &, 386
Tt Nan Crrreil Asan 105,463 6,481
Current Assers
[wentory 15 | 455,103 1238 168
rade and other receivables 16 657,639 371,500
Lasins provided 3 450 2,800
Time deposits = 20,000
Amounis due from financial instthtions 17 fd 270 49 &0
Cach and Bank balunces 18 56 532 4,195
Todal Curreni Assess 2,230,003 2,676,722
TOTAL ASSETS 2,335,466 2,753,203
EQUITY AND LIARILITIES
Equriry
Bhare capital 1% 50 a0
Accumulaed profit 67,378 15,413

67,428 15,463
Non=controlling interest (770] -
Tatal equity 66,658 15,463
Nom-currens febiliies
Loans and Borrowings m Gl A7 232 431
Tain! NMon-current Nebilities A AT 232,431
Chrrvent Linbilities
Loana and borrawings 20 117332 141,953
Trade and other accounts payable 21 I,726,535 2,340 833
Ligbality regarding income tax L5467 3,523
Total Current Liabilitles 1,859,334 2,508,340
TOTAL EQUITY AND LIABILITIES > -. 2335460 1,783,103

a'inr.npmm
m;:ﬂ:v: of FmE:ll: C‘&uﬂ.ﬂtmg LLC

Date ut's:gnam a?ﬂ *ﬂrﬂli

T mtached nobes 7-26 -n:1h-: lﬂ:q.ruﬂ: | ril of ikese Finmmeial SEemenls
Iy




Sheigen LLC Noves antached to Consolidered Financial Srirterieines
I December 2024

Notes attached to the consolidated financial statements
For the year ended 31 December 202 |

I. Nature of operations and general information

The consolidated financial stetements of the vear ended December 3 |, 2021 include the financial starements of

Shtigen LLC (hereafter, "the Company") and its subsidiaries Enerex CISC, Andron CISC and Shiigen Advisory
LLC {all together hereafter refermed to a5 "the Group"),

Shtigen LLC was established under the laws of the Republic of Armenia in 201 1 bry the ¢itizen of the Republic of
Armenia Hayk Valerik Shekyan, The Company has been registered at the address.
A, 0033, Yerevan, 119 Vikior Hambardzumyan Sir, Apt. 23,

The main goal of the Company's activity is the construction of economical and safe solar energy systems. The
Company has designed, built and been maintaining the largest solar thermal plant in the region (Grand Spoet). as
well as the largest solar power plants in Armenia (Green Energy, ArSun, Sclar 5).

Subsidiaries were established in 2021 under the laws of the Republic of Armenia, The Company owns 90% of the
shares of Enerex CISC and Andron CISC and 51% of the shares of Shtigen Advizory LLC.

1. Basis for the preparation
2.4 Statentent af complinnee

These Consolidated Financial Statements have heen prepared in accordance with the requirements of the

Intermational Financial Reporting Standards {IFRS) issued by the International Accounting Standards Board
{1ASB).

Basis of recognition

The consclidated financial statements have been prepared on a historical cost basis.

2.2 Functionad and presentition ¢ Wrrency

The national currency of the Republic of Armenia is Armenian Dram (AMLY), which is the Group’s functional
currency and in which the consolidated financial statements are presented. The overall financial information
presented in Armenian Drams is rounded 1o the nearest thousandih,

2.3 Use of estimaies and judgements

Preparation of these consolidated financial statements in conformity with IFRS requices from the management 1o
mike a number of impontant judgments, ostimntes and assumptions that affect the application of the accounting
policy, as well as the reported amounts of ussets, liabilities, income and expense. Estimafes and the underlying
assumptions are based on historical experience and other Factors that are considersd reasonable based on
management's best knowledge of current evenis and actions. Aetusl results may differ from those estimates.

Estimates and the underlying assumptions ore regularly reviewed. Revisions 1w BOCOUNGING estimates are
recognized in the period of the revision if the estimates affect only that period. 1f the effect relates 1 current and
future periods, revisions are recognized in both current and future periods.

Significant areas of greater complexity and requiring greater judgment or sreas where assumplions and estimates
are material W the consolidated financial statements are identified befow:

Useful lives of Property and Equipment

Management has made an estimate of the useful lives of fixed assers, Management belicves that the estimated
usetul lives of fixed sssets do not differ significantly from the economic lives of thase assets, I the actunl useful
lives of property and equipment differ from estimates, the consolidated financial statements may change
materully.



Ahigen £60 Moeey aitaetied i Comivliidared Flromein! Sratermeriy
A Decewrler 221

Measirements provision for bad and doalifal debis

The Growp reviews its trade and other receivables for evidence of their recoverahility. Such evidence includes the
customer's peyment records and the customer's general financial position. 11 there are indications of non-recovery
of the debt, the recoverable amount is caloulsed and a provision is formed for the comresponding bad and doubtful
debts. The amount of the provision 15 reflected in profit or loss, Credit risk assessment is an Ongoing process, and
the methodology and assumptions wsed 1o estimate the provision are pericdically reviewed and adjusted
accordingly,

Provivion for obselere and slow moving invenrory

The Group examines its inventory records for evidence of s marketability and of nel realizable valueat the time
of disposal. The allowance for obsolete and slow-moving mventory is based on management’s past expedience.
laking into sccount the cost of the inventory, as well as the batch movement and level of each class of inventory

The amount of the provision is recognized in profit or loss. Obscrvation of the net realizable value of mventory is
an ongeing process, and the methodology and assumptions used to estimate the provision for obsolete and slow -
maving inventory are periodically reviewed and adjusted accordingly,

3. Accounting policy

The following accounting policies are applied consistently for all years presented in these consolidated Ninancial
staternents and in the presentation of the Group's Anancial positicn. The accounting policy is applied consistently
by-all the entities of the Growp.

2.1 Basiz of consolidation
Sushsidiaries are those enterprises, which are controlled by the Group. Control exists when the Group has the power
1o govern the Anancial and operating policies of an entity so as to obtain benelits from itsactivities,

The financial statements of the subsidiarics acquired or disposed of during the year are included in the
Consolidated Statement of Comprehensive Income from the date when the control effectively commences until
the date that the control effectively ceases. Intragrowp balances and unrealized income and expenses from
intragrou p transactions are eliminated when preparing the consolidated financial statements.

Adjustrments are made to the financial statements of subsidiaries 1o align their policies with those of other members
of the Group, if needed,
1.2 Revenue recopnifion

Revenue is the amount received for goods and services provided in the ordinary course of business and 1 mensured
at the fair value of the consideration received o receivable less discounts and sales taxes, The revenue received
by the Group is recognized on the following basis:

Sale of poods

Sale of goods is recognized after the significant risks and rewards of cwnership of the goods have been transferred
to the customer, which generally ocowrs when the Group sells or ships the goods to the customer, the goods are
accepted by the customer, and the collectability of the related receivable is justified.

Rerdering services

Sale of services is recognized in the accounting period in which the provision of services per separate (ransaction
is completed, which is estimated as (he ratio of the actually rendered service to the total service provided.

3.3 Finance income amd expense

The Group's financial income and expense consist of the folkewing:

» Interest income
= Interest expense - T e
» Net gain or loss arising from exchange rate differences on financial assets and financial liabilities

Interest income or expense is recognized using the effective interest method -
Borrowing costs dirsctly attributable to the scquisition, construction, or production of @ qualifying asset are par
of the cost of that asset (are capitalized).

In



Shitfgen LLC Crrsolidated Finanolal Statements

21 December 2021
Consolidated Statement of Changes in Equity
Fuor the wear ended 31 December 202 |
AMD ths.
Charter Accumulated Total Mon-coniroling Total
capital  profit / (loss) inberest egquity
Balanee as of 01 January 2020 50 Y3, 715 73,765 . 73,765
Comiprefensive income
Profit for the vear - - 1,731 1,731 : 1,731
Total comprehensive result - 1,731 1,731 - 1,731
Tramsactiorns with theners recorded
directly in Equity
Dividends - (aELaEI) (a3 - (i3, 53}
Tetal ransactions with Owmners - (60,033) {60,033) . {60,033
Balapce as of 31 December 2020 50 15,413 15,463 - 15,453
Balance as of 01 January 2021 - 50 15,413 15,463 - 15,463
Comprelensive income
Profit for the year 71,455 71455 (797 70658
Total comprehensive result - 71,435 71,455 (797 70,658
Trangneions with (henerd recorded
directly in Eguity
Dividends - [19,490) (1%,£90) ; (19,454
Total transactions with Crwners - (19.4%0) (19,4500 - (19,4501
Clhanges in non-camtralling inferest
[nvestments . . - 7 7
Balance as of 31 December 2021 501 67 378 67,378 (770 66,658

I e stimelrsl nides |36 aps s gl part of thess Flisancil Saatements.
_I,



Shelgen LLC

Consolidated Statement of Cash Flows
For the vear ended 31 December 202 |

Annunl resull

Adfustonents for:

Depreciation and amortization
Payables write-off

Dispozal of Property and equipment
Financial expense, net

Alloeations 0o the léave reserve
Income 16X exXpense

Gain ( (loss) from foreign exchonge differences

Cash Mows from operating activity before changes in working capiial
Changes i
Inventory
trade and other receivables
trade and other pavables
Cash flows from operating activily
Ingome tax paid

Net cash ffows from eperating aotivity

Cash Mows from investing activity

Acquisition of property and equipment and intangible assets
lnvestment m unalfiliated entities

Logns provided

Deposits collected ! {invested)

Interest income received

Net cash fTows from investing acifvify

Cash flows from financing activity

Loans recerved, net

Interest paid

Dividends paid

Mer cash flows from fTnancing aclivily

Net inerease/(decrease) in cash and cash equivalents
Foreign exchange effect on cash and cash equivalents
Cash and cash equivalents at the beminning of the year
Cash and cash equivalents at the end of the year

Consalidyted Finmecinl Statermeniy

31 Deventber 2021
AN ths,
2021 2020
70,658 1,721
25,375 10,241
~ (4,274)
- 4l
22,683 10,730
15,307 23.460
19,547 10,272
(450) 25,050
162,435 77,351
780065 (1,437,150}
[321.358) {32,656)
(623,628 1,413,784
{2,485) 1,289
(11,478 (10:972)
(13,964} {9,643)
(54,450} (58,526
(1315 :
0] {2,800
20,000 {B0,000)
4,263 3440
 (33,156) {77.886)
146,375 164,022
(25,946) (14,230}
(19.450) (60,003)
100,539 B89,75%
53,819 2,190
{1,482} (121}
4,195 2,126
56,532 4,195

The attached nofes 1-26 are the integral pan of these Financial Satoments.
]



Shticen FLC Notes attncked ro Consolideted Financlal Strements
FI December 2002

3.4 Employees compensation

Salaries and other emplovee benefits are measured on an undiscounted basis and expensed in the period in which
the related servioe i5 rendened,

1.5 Foreign currency Lrnsactions

Fareign currency transactions are converted into the Group's functional currency at the exchange rate set by the
Central Bank of the Republic of Armenia (TEA) as of the date of the transaction.

Al epch reporing date, monetary assets and liabilimies denominated in foreign currenciss are translated into the
Group's functional currency at the rate defined by the Central Bank of Armenia prevailing on the reporting date
480.14 AMD for | US Dollarand 542,61 AMD for | Buro ad of 31 December 2021 (31 December 2020; 522,549
AMD for 1 US Dollar and 641,11 AMD for 1 Eura), Mon-monetary items are not retranslated and are measured
at the histarical cost (translated using the exchange rates as at the transaction date), except for non-monetary ilems
varried at fair value that are denominated in foreign currencies which are retranslated at the rates prevailing on the
date when the Tair value was determined,

Exchange differences arising on the semlement of forgign currency transactions and retranslation of monetary
items dennminated in Foreign currencies are included in profit or loss for the period.

F.0 Properiy amd eqaipmnenr
Property and equipment is stated at cost Jess accumulated depreciation and any accumulated impairment losses,

Cost includes expenditure that is directly attributable to the actuisition of the asset. The cost of self constructed
assats includes the cost of materials and direct labour, any ather costs directly attributable to bringing the asset in
# warking condition for their imended use, the costs of dismantling and removing the items amd restoring the sie
on which they are located, and capitalised borrowing cosis, Purchased software that is integral 1o the functionality
of the related equipment is capitalised as part of that equipment.

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

Amny gain or loss on disposal of an item of property and equipment is determined by comparing the proceeds from
disposal with the carmying amount of property and equipment, and is recognised net within other incomelcther
expenses in probn or loss.

Cost of replacing a component of an item of property and equipment that is accounted for separately is recopnized
in the carrying amount of the item if it iz probable that future economic benefits associated with the component
will flow to the Group, and its value can be measured reliably. Carrying amount of the replaced component is
derecognised. Daily maintenance costs of the item of property and equipment are recognized in profit or Ioss as
incurred.

Depreciarion

ltems of property and equipment are depreciated from the date that they are installed and are ready for use; and i
case of nternally constructed assets, from the time when the construction has been completed and the asset is
ready for use. Depreciation is caleulated based on the asset's original cost minus its estimated residual value.

Deprecmtmn is recognised in profit of loss on g straight-line basis over the estimated useful lives of cach part of
an ftem of property and equipment, since this most closely reflects the exp:ﬂnd pattemn of consumptian of the
future economic benefits embodied in the asset, except for vehicles used in international cargo transporiation,
which are depreciated using unit of production methed, based on kilometers used.

Land is mot depreciated.

The estimated useful lives of property and equipment are presented below:

Machines and equipment - 5 yeais
Production and houschold equipment - 5 years
Transportation means - 8 yeurs
Computers -1 vear

Depreciation methods, useful lives and residval values are reviewed at each reporting date and adjusted, il
NECEE3ATY



Shefyen LEC Mieres aiched to Covsolivared Finnncial Sietenrens
I December 202§

AT Tntangihle assets

Intangible assets, which are acguired by the Group and which have finite useful lives, are stared a1 cost less
pecumulated amortization and impairment losses,

Fubure costs are capitalized only when they increase the future coonomic benefits associated with the related asser,
Al other costs are recognized in profit or loss as ncurred.,

Amortisation is recognised in profit or loss on a straight-line basis over the estimated useful lives of intangible
asgets from the date they become available for use, as that methed most accurately reflects the pattern of use of
the future economic benefits associated with the asset. The estimated useful lives for intangible assets are 10 years.
Amortization caleulation methods, useful lives and residual values are reviewed at the end of each financial vear
and adjusted, if necessary.

L8 Twventory

Inventory is stated al the lower of cost and neg realizable value. The cost is determined using the weighted avernee
method, which includes purchase coat, production or replacement costs and costs associated with bringing the
inventory to eurrent place and condition. In the case oFf manufactured inventories or work in progress, cost includes
an appropriate share of production overheads based on normal operating caparity.

Met realizable value 15 the estimated selling price in the ordinary course of business, less costs of inventory
replenishment amd selling arrangements

3.9 Finamesal fnsdrrmens

IFRS % contuing three principal classification categories for financial assets: measared at amortized cost, measured
at fair value through other comprehensive income (FVOCT), and measured at fair value through profit or loss
(FYTPL), The classification of financial assets under IFRS 9 is genecally based on the busiess modeal in which a
financial asset is mansged and its contractual cash flow characteristics.

IFRS 9 eliminates the previous 1AS 39 eatepories of held 10 maturity, loans and receivables and available for sale.
IFRS O largely retains the existing requirements in [AS 39 for the ¢lassification and measurement of lnancial
habrlites.

The adoption of IFRS @ has not had = significant effect on the Group®s accounting policy related 1o financial
lighilities.

Recognition aud fnitial measurement

Trade receivables are initially recognized when they are originated. All other financial assets and financial
liabilities are initially recognized when the Group becomes a party (o the contractual provisions of the instrument

A financial asset (unless it i & trade receivable without a significant financing component) or financial lability &5
initially measured at fair value plus, for an item notat FVTPL, transaction costs that are directly atributable to its
acquisition or issue. A trade receivable without a significant financing component is initially measured at the
transaction price.

Claxsification and subsequent measarement

Financial asscis

O initial recognition, a financial asset is classilied as measured at:

o Amorlized cost

FVOUC! - for debt investments;

s FVOC] —for equily investments; of

= FWTPL.
Financial assets are not reclassified subsequent 1o their initial recognition onbess the Group changes its business
model for managing financial assets, in which case all affected financial assets are reclassified on the first day of
the first reporting period following the change in the business model.

A financial asset is measured il amortized cast if it meets both of the following conditions and 55 not designated
asat FVTPL:

« itis held within & business model whose objective is 10 hold assets to collect contractual cash flows: and

|2



Shifgen LEC Nutex atrached fo Consofidated Financind Statenres
Ji December 2032

- it‘s contractusl terms give risc on specified dates (o cash Nows that are solely pavments of principal and
interest on the principal amoun outstanding.

On initial recognition of an equity investment that is not held for rading. the Group may irrevocably eleet to

present subsequent changes in the investment™s fair value in OCL This election is made on an investment-fy-
investment basis

All Tinancial assets not classified as measured at amortized cost or FVYOC] a5 deseribed above are measured ai
FVTFL, This includes all derivative financial assets. On initsal recognition, the Group may irrevoeably designate
a Tinancial asset that otherwise meets the requirements to be measured at amortized cost or at FYOC] as ai FYTPL
if doing so eliminates or significantly reduces an sccounting mismatch that would otherwise arise.

Financial assets - Business model assessmend

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 managed and information is provided 1o management
I'he information considered includes:

* the stated policies and ohjectives for the portfolio and the operation of those policies in practice. In
particular, whether management’s strategy focuses on earning contractual fnterest revenue, maintaining
a particular interest rate profile, matching the duration of the Anancial nssets to the duration of the '
liabilities that are Funding those assets or realising cash flaws through the sale of the assets;

*  how the performance of the portfolio is evaluated and reported to the Group’s management;

# 1 nsks that atfect the performance of the business model (and the financial assets held within that
business model) and how those risks are managed,

Transfers of financial assets to third parties in transactions that do aot qualify for de-recognition are not considered
sales fir this purpose, consistent with the Group’s continuing recopnition of the mssets,

Financial assets that are held for trading or are managed and whose performance is evaluated on a fair value basis
are mepsured at FVTPL,

Financial assets — Assessment whether the contractual cash flows are solelv payments of principal and
interes

For the purpases of this assessment, “principal’ 15 defined as the tair value of the financial assel on initial
recognition. ‘Interest” is defined as consideration for the time value of money and lor the eredit risk associated
with the principal amount outstanding during a particular period of time and for other basic lending risks and costs
(g liquidity nsk and administrative costs), as well gs o profit margin.

In assessing whether the contractuval cash Nows are solely payments of principal and interest, the Group considers
the contractual terms of the instrument. This includes assessing whether the financial asset contains 4 contractual
term that could changé the timing or amount of contractual cash flows such that it would not meet this condition.
In miking this assessment, the Group considers:

o contingent evenis that woeld change the amount or timing of cash flows;
»  prepayment and extension features,

A prepayment feature is consistent with the solely payments of principal and interest criterion if the prepavment
amount substantially reprezents unpaid amounts of principal and interest on the principal amount cutstanding.
which may mnclude reascnable addittonal compensation Tor early tenmination of the contract. Additionally, fora
financial aszel acquired &t a discounti or premiwm 1o 15 contractusl par amount & feature that permits or reguires
prepayvment at an amount that substantially represents the contractual par amount plus secrued (but onpaid)
contractual interest (which may also include reasonable additional compensation Tor early termination) is treated
as consistent with this eriterion if the fair value of the prepayment feature is msignificant at initial recognition

Fimgneial assery — Subsegquent measurement, painy and osses
Financial assets at amortized cost

These nssets ore subsequently measured at amortized cost using the effective interest method, The amartized cost
is reduced by impainment losses, Interest income, foreign exchange gains and losses and impairment are
recognized in profit or loss. Any gain or loss on de-recognition is recognized in profit or loss



Shefgen LLC Nofes affached fo Covwsolidared Finaciaf Siafenrens
JI December 2027

Financial liakilitles — class{fication, subsequent measaremeni, gains and losses

Financial lizbilities are classified as measured at amortized cost or FVTPL. A financial lisbility is classified as ar
FVTPL if it is classified as held-for-trading. it is a devivative or it is designated as such on initial recognition
Financial liahilities at FNTPL are measured at fair value and the respective net gains and losses, including sny
interest expense, are recognized in profit or loss. Other finaneial linbilities are subsequently measured ot amortized
cost using the effective interest method. Interest expense and foreign exchange gains and losses are recognized in
profit or lass. Any gain or loss an de-recognition is also recognized in profit or loss

Maodification of financial essers and financial labilities
Financinl nssels

[T the terms of a financial asset ure modified, the Group evalustes whether the cash flows of the modified asset are
substantially different. [T the eash flows are substantially different (referred 1o as *substantial modification” ). then
the contractual rights to cash flows from the original financial asset are deemed to have expired. In this case, the
original finansial asset is derecognized and a new financial asset is recognized al fair value.

The Group performs a guantitative and qualitative evaluation of whether the modification is substantial, ie
whether the cash flows of the original financial asset and the modified or replaced financial asset are substantially
different. The Group assesses whether the modification is substantial based on quantitative and qualitative factors
in the following order: qualitative Tactors, quantitative factors. combined effect of qualitwive and quantitative
factors. |f the cash flows are substantially different, then the contractual rights to cash flows fram the original
fnancial asset should be deemed to have expired. In making this evaluation the Group analogizes to the guidance
on de-recognition of fmancial lihilities.

The Group cancludes that the modification is substantial a5 a result of the following qualitative factors:

* change in the currency of the financial asset;
» change incollateral or other credit enhancement,

I the cash flows of the modified asset carried at amortized cost aré nol substantially different, then the
modification does not result in de-recognition of the financial asset. In this case, the Group recalculates the gross
carrying amount of the financial asset and recognizes the amount arising from adjusting the gross camying amoun
as a modification gain or loss in profit or loss. The gross carrying amount of the financial asset is recalculated as
the present value of the renegotiated or modified contractual cash Mows that are discounted at the financial asset's
original effective interest rate. Any costs or fees incurred adjust the carrying amount of the modified financial
aszel and are pmortized over the remaining term of the modified financial azset.

Financial liabilities

The Group derecopnizes o financial hability when s wrms are modified and the cash flows of the modified
liability are substantially different. In this case, a new financial lability based on the modified terms is recognized
at fair value, The difference between the carmying amount of the financial hability extinguished and the new
financial liability with modified terms is recognized in profit or loss.

If a medification {or exchenge) does not result in the de-recognition of the financial Habiliny the Group applaes an
aceounting palicy consistent with the requirements for adjusting the gross carrying amount of a financial asset
when a modification does not result in the dé-recognition of the finencial asset, ie. the Group recognizes any
adjustment fo the amorized cost of the Dnancial lability arssing Trom such a modification (or exchange) in profil
or kogs at the date of the modification {or exchange).

Changes in cash flows on existing financial liabilities nre nod considered as modification, if they result from
existing contractusl terms.

The Group performs a quantitative and qualitative evaluation of whether the modification i3 substantial
considering qualitative factors, guantitative factors and combined effiect of qualitative and quantitative Factors
The Group concludes that the modification is substantial as a result of the following qualitative factors:

change in the currency of the financial Tiabiliy,
change in collateral or other credit enhancemenl;

inclusicn of conversion option;
change in the subordination of the financial lability.
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For the quantitative assessment the terms are substantially different if the discounted present value of the cash
Aows under the new terms, including any fees paid net of any fees received and discounted using the original
effective interest rate, is at least |0 per cem different from the discounted present value of the remaining cash
flows of the original financial Lability. If an exchange of debt instruments or modification of terms is accouned
[ur as an extinguishment, any costs or fees incurred are recognized as part of the gain or loss on the extinguishment.

IF the exchange or modification is not accounted for as an extinguishment, any costs or fees incurred adjust the
carrying amount of the liability and are amortized over the remaining term of the modified liability.

De-recognition
Financial assets

The Group derecognizes a financial asset when the contractual rights 1o the cash flows from the Tinancial assel
expire, or it transTers the rights to receive the contractual cash flows in a transaction in which substantially all of
the risks and rewards of ownership of the financial asset are transferred or in which the Group neither wansfers
nor retaing substantially all of the nigks and rewards of ownership and it does not retain control of the finangial
2580t

The Group enters into transactions whereby it transfers assets recognized in ils statement of financial position, but

rétaing either all or substantially all of the risks and rewards of the transferred assets. In these cases, the transferred
msse1s are not derecognized,

Financial liabilities

The Group derecognizes a financial liability when its contractual obligations are discharged or cancelled, or expire.
The Group also derecognizes a financial liability when its terms are modified and the cash flows of the modified
hability are substantially different, in which case o new financial hability based on the modified terms 1=
recopnized at Tur value.

O de-recognition of & Nnencial lighility, the difference between the carryving amount extinguished and the
consideration paid {including any non-cash assets transferred or linbilities assumad) is recognized in prodit or loss

tXifseriing

Financial assets and financial liabilities arc offset and the net amount presented in the statement of {inandal
position when, and only when, the Group currently las a legally enforceable right fo set off the amounts and it
intends either to settle them on a net basis or Lo realizé the asset and settle the liability simultaneously.

30w Impairnvent

Tergpsanivvrscent aof preaperty ard egeiprment e infangible axsets

Assets that have an indefinite useful life are not subject to amortization and are tested annually for Jmpairment.
Asscts that ere subject 1o amortization are reviewed for impairment whenever events or changes in circumstances

indicate that the carrying amount may not be recoverable, An impairment loss is recognized for the amount by
which the asset’s carrying amount exceds its recovernble amount.

The recoverable amount is the higher of net selling price and value in use. If the recoverable amount of an assel
or cash-generating unit is estimated to be less than its carrying amount, the carrying ameunt of the asset or cash
generating unit is reduced to its recoverable amount, Impairment losses are recognized as an expense immedintely
in profit or loss, unless the relevant asset is caried at a revalved amount, in which case the impairment loss is
treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset or cash-generating unit i
increased to the revised estimate of its recoverable amount, bul so that the increased carrying amount does 1ol
exceed the carrying amount that would have been determined had no impairment loss recognized for the asset or
cash-generating unil in prior years, A reversal of an impairment loss is recognized as income in profit or loss
immediately, unbess the rekevani asset is carried a 4 revaleed amount, in which case any reversal of impairmen
[043 is treated as & revaluation increase.

Non-derivative financial assety

IFRS 9 replaces the ‘incurred loss' model in [AS 3% with an ‘expected credit loss’ (ECL) model. The new
impairment model applies to financial assets measored at amortized cost, contract assets and debt nvestments 4l
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FVOCL, but not to investments in equity instruments. Under IFRS 9, credit losses ane recognized earlier than undes
IAS 39,

For assets within the scope of impairment model under IFRS 9, impairment losses are gencrally expected o
ingrease and beconte more variable,

The Group recagnizes loss allowances for ECLs on financial assets measured at amortized cost

The Group measures (055 allowances at an amount equal 10 lifetime ECLs, except for the following instruiments,
which are measured at [ 2-month ECLs:

o debt securities that are determined to have low credit risk at the reporting date; and

s gther debt securities and bank balances for which credit risk (i.e. the risk of default cccurring over the
expected life of the financial instrument) has not incrensed significantly since mitial recogniton.

Loss allowances for trade reccivables and contract assets are alwavs mensured at an amoont equal 1o Gifetime
ECLs,

When determining whether the credit risk of a financial asset has increased significantly since initial recognition
gnd when estimating BCLs, the Group considers reasonable and supportable information that is relevant and
available without undue cost or effort, This includes both quantitative and qualitative information and analysis
based on the Group's historical experience and informed credit assessment, including forward-looking
imnformation,

The Group assumes that the credit risk on a financial asset has increased significantly if it is more than 363 diys
past due,

The Group considers a financial asset (o be in delault when:

= the borrower is unlikely to pay its credit obligations to the Group in full, without recourse by the Group
to actions such as realizing security (if any s held); or

#  the financial assel 13 mare than 365 days past dug,

Lifetime ECLs are the ECLs that result from all possible default events over the expected life of a Dmancial
estnament

I 2-mionth ECLs are the ponion of ECLs that result from default events that are possible within the 12 manths afier
the reporting date {or a shorter period if the expected life of the instrument is less than 12 months).

The maximum period considered when estimating ECLs is the maximum contractual period over which the Groaup
i= exposed to credit risk

Measurement of ECLy

ECLs are a probability-weighted estimate of credil losses. Credit losses are measured as the present vadue of ali
cash shortfalls (i.e. the difference between the cash flows due to the entity in accordance with the contract and the
eash Mows that the Group expects to receive).

Credit-impaired financial assers

At each reporting date, the Group assesses whether Ninancial assets carried at amonized cost and debt securities al
FVOCI are credit-impaired. A financial asset is ‘credit-impaired’ when one or more events that have a detrimenial
impact on the estimated future cash flows of the financial asset have occurred.

Fvidence that a financial asser is credit-impaired includes the following observable data:

» significant financial difficulty of the borrower or issues;

= g breach of contract such as a default or being more than 180 days past due;

the restrocturing af a loan or advance by the Group on terms that the Group would not consider otherwase:
it is probable that the borrower will enter bankrupicy or oiher financial reorganization; or

the disappearance of an active market for a security because of financial difficulties.

Presentation of allowance for ECL in the consolidated statement of fin irecial position

L.oss allowances for financial assets measured at amortized cost are deducted from the gross carrying amount of
Lhe nssets.

]
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Worilre-aff

The gross carrying amount of a financial asset is written ofT when the Group has no reascnable expectations of
recovering 4 financial asset in its entirety or 2 portion thereof, The Group expects no significant recovery from the
amount written off, However, financial assets that are writlen oft could still be suhject to enforcement activities
m order lo comply with the Group’s procedures for recovery of amounts due.

Financial assets measired af amoriized cast

The Gronp considers evidence of impairment for these assets at both an individual asset and 4 collective level. All
individually significant agsets are individeally assessed for impairment. Those found not to be impaired are then
coflectively assessed for sny impatrment that has been ineurred but not vet individually identified,

Assets that ere not indwvidually significont are collectively assessed for impairment. Collective assessment is
carried out by collecting wopether the agsels with similar risk characteristics,

In assessing collective impairment, the Group has used historical information on the timing of recoveries and the
amount of loss incurred, and made an adjustment i current economic and credit comditions were such that the
aciual losses were likely 1o be greater or lesser than suggested by historical trends.

An impairment loss was caloulated as the difference between an asset’s canrying emount and the present value of
the estimated futwre cash flows discounted at the asset's original effective interest rate. Losses were recognized in
profit or loss and reflected in an allowance account. When the Group considerad that there were no realistic
prospects of recovery of the assat, the relevant amounts were written off, If the amount of impairment loss
subsequently decreased and the decrease was related objectively to an event occwrring after the impairment was
vecognized, then the previously recognized impairment loss was reversed through profit or loss.

A1 Leases

Whero substantially sll of the risks and rewards incidental to ownership of a leased asset have been transferred to
the Group (@ "Mnance lease"), the asset is treated as if it had been purchased cutright. The amount initially
recognised as an asset is the lower of the fair value of the leased property and the present value of the minimum
lease payments payable over the term of the lease, The corresponding lease commitment is shown as a liahiliey,
Lease payments are analysed between capital and interest. The interest clement is charged 1o the consolidated
statement of comprehensive income over the period of the lease and is caleulated so that it represents a constan
propartion of the lease Hability. The capital clement reduces the balance owed 1o the lessor.

Where substantially all of the ricks and rewards incidental to ownership are not transferred to the Company {an
“operating Jease™), at inception of a contract, the Group assesses whether a contract is, or contains, a lease. A
eontract iz, or containg, a lense if the contract conveys the right to contral the use of an identified asset for a period
of time in exchange for consideration, To assess whether a contract conveys the right 1o control the use of an
identified asset, the Group uses the definition of & lease in IFRS 16, This policy is applied to contracts enfered
nito, on or after 1 January 2019,

Crrouipr a8 o lessee

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

Righi-of-use asyeis

The Group recognises right=of-use asseis at the commenceiment date of the lease (i.¢., the date the underlying assel
is mvailable for use). Right-of-use assets are measured at cost, less any accumulated depreciation and impairmen
losses, and adjusted for any remeasurement of lease liabilities, The cost of right-of-use assets includes the amouni
of lease liahilities recognised, initial direct costs incurred, and fesse payments made at or beforc the
commencement date less any loase incentives received. Linkess the Group is reasonably certain to obtain ownership
of the leased asset at the end of the lease term, the recognised right-of-use nssets are depreciated on a straight-line
baists over the shorter of its estimated useful life and the lease term, Right-of-use assets are subject to impairment.

17
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Lease Nahilitles

AL the commencement date of the lease, the Group recognises loase liabilities measured at the present valoe of
lease payments to be made over the lease term. The lease payments include fixed payments (including in-substance
fixed payments) less any lease incentives receivahle, variable lease payments that depend on an index or a rate.
and amounts expected to be paid under residual value guamntees, The lease payments also include the exercize
price of a purchase option reasonably certain to be exercised by the Group and payments of penalfies For
terminating a lease, if the lease term reflects the Group exercising the option to terminate. The variable lease
payments that do not depend on an index or a rate are recognisod as expense in the period on which the event ar
condition that tngeers the payment oockirs,

In cateulating the present value of lease payments, the Group uses the incremental borrowing rate at the lease
commencement date iF the interest rate implicit in the leage is not readily determinable. After the commeancement
date, the amount of lease liabilities is increased 1o reflect the accretion of interest and reduced for the lease
pavrents made. In addition, the carrying amount of lease liabilities is remeasured if there is a modification, a
change in the lease term, a change in the in-substance fixed lease payments or o change m the assessment 1o
purchase the underlying asset,

Shovs-term leaves and leases of low-value assels

The Ciroup has ¢lected not to recognise right-of-use assets and lease liabilities Tor leases of low-value assers and
short-term leases, including [T equipment. The Group recognises the lease payments associated with these leases
a5 BN expense on a straight-ling basis aver the lease term.

342 Provisions

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

.13 Share capital
Equity instruments issued by the Group are recorded at the nominal value.

Fi4d Dividends

Dividends are recognized as a liability in the period in which they are declared,

315 Comparative dam
Comparative data is adjusted, if needed, to be in line with the changes in current year presentation.

4. Adoption of new and revised standards

As of the date of authorization of these consolidated financial statements, & number of new standards, amendments
and interpretutions to the existing Standards have been published which are not yer effective. The Group did nol
carly adopted any of these pronouncements.

Management anticipates that applicable new standards and interpretations will be adopted by the Group in the
reponting period following the date of their entry into force.

Management does not anticipate a material impact on the Group's consolidated financial statements from these
Amendments, which are presented below:

- (merons Comtracts — Cosit of Fulfilling a Cantract (Amendments fo IAS 37);

- Deferred Tae related 1o Assers and Liabilities arixing from a Single Transaction (4 mendmenty ta 148 123
- Covid-19-Relaed Reni Concessions for the periods after 30 June 2021 {Amendment fo [FRS 16);

- Ammal Improvemens o 1FRSs 2018-20240;

- Praperty, Plant and Equipwent — Proceeds before Intended Use {dmendments i fAS 165,
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- TERY IT Invurance Confracis amd amerdmenis 1o IRRS 17 Tnsiremoe Confracts!
- - Digcloswre af Accounting Policies (dmendments o IAS T and IFRS Practice Staterment 2;
- Definition aof Accownting Estimaies (Amendmens fo TAS &),
= Referonce to the Concepiual Framework (Anendments to TERS 1)
3. Revenue
AMID ths,
2021 2020
Sale of goods 3,332,235 1,563,123
- Provision of services 18332 7430
3,350,567 1,570,553
. Cost of sales
N AMD ths,
2021 2020
Materials 2,389,024 834,465
Services acquired 182,568 127,005
) Employees compensation 80,154 Q4. 8948
Deprecintion and amortization 9310 2887
2,670,056 1,059,255
7. Realization expenses
- AMD ths.
2021 2020
Information service 05477 $3.234
= Advertising and marketing 289 | 8224
Fees 32,055 28,604
Transportation expenses 23,817 | 8,033
i Employees compensation 45,877 41,751
Leasing 17,298 18,432
Depreciation and amortization 7.427 024
| Insurance 5,070 4917
Dther expenses 8 i 9
137318 214,133
8. Administrative expenses
AN ths,
2021 20240
Employees compensation 226,228 153,951
Audit and consulting 16,834 26,959
Banking cosis 313,184 J1A58
Orffice and utilities expenses T.626 6,756
£ Mailing and telecommunication 3,093 1,770
Depreciation and amortization 12,637 G, 400
i Busziness travel and representation expenses 1,203 Gy
Crher expenses 3,322 6,338
304,127 234,584
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9, Other expense
AN tha,
2021 2020
Allocations o the beave reserve 19,307 23,460
Other expense 8,138 3.431
27,645 26,891
10, Financial expense, net
AP ths.
2021 ) 20240
Interest expense from loans ¢25 Gdi) (14,230)
Interest income from bank accounts 2,485 3440
Interest income from deposit 7 -
(22,683} {10,750)
11, Income tax expense
AN the,
021 20320
Current tax expense (23,470 {14,495)
Dreferred tax refund {see Note [13) 3.475 4,225
{19,947) (10,272}
12. Property and equipment
AN fhs,
3
Machines amd  Transportation Ihr::;';:::* Crher Mixed Total
Caupmmemt mieans equipmnt, tools assels
Initiaf value
01 January 2020 B 0,208 1416 16,538 RER,
Addition 2,818 2,141 43 K93 4,254 53,106
Disposal £ Wrile-off - - - (1,776) (1.776)
Reclassification R - - (6,576) (6.576)
31 December 2020 11,502 LRI E A 45309 12,440 THH00
Acdizion 1,240 21,600 9 265 18,763 51,577
Disposal, Write-off (758) - {37 {121} (916
31 December 2021 | 2,984 10,658 54,537 31,082 128,361
Depreciatinn
01 January 2020 i, (081 440 B 3001 9602
Annual depreciation 3,820 G 2,343 1,913 §.940
Disposal, Write-ofT - - o {1,733) (1,733}
31 December 2020 9,901 1304 A3 K bl 16,807
Annual depreciation 2,124 T378 13,220 4,782 27,204
Disposal, Write-off - = : 15 R | |,
31 December 2021 12,025 B.ER2 15,643 7 46l H4.010
MNet Carrying Amount
31 December 20200 1.901 7,745 41,8586 9,261 “_123,3..
31 December 2021 930 21,776 38,804 23,622 85,251

Some items of the Group®s eguipment have been pledeed.
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Depreciation expense of fixed assets was distributed a3 follows:
AN ths,
2021 W20
Cost of sales 4162 2,887
Administrative 0,672 5128
Realization 1,370 9a5
27,204 B,0d0
13. Deferred tax assefs
AMD ths.
2021 2020
Opening balance 4223 5
Recognized in financial results (see Motz 11) 3.475 4,223
Closing halance 7,608 43223
Movenrent of deferved tax avsels and liabilities
AN tha
Recognised in
2020 linancial resulis 2021
Unused leave reserve 4,223 3475 7,648
Total deferred tax asset 4,213 3475 TH98
Met deferred (ax assel 4213 3475 T0E
AMID {hs
20119 ﬂRﬁmgnlsed in 20200
naneial resulis
Linused leave reserve = 4,223 4,273
Total deferred tax aswed - 4,213 4,273
Met deferred tax asset - 4,213 4. 225
14, Investments in unaffiliated entities
2021 200
Aol MNumber of shares, Amount Mumber of shares,
Entity (AMD ths.) share size (%) (AMD ths.j share size (%)
Armecanombank 1753 463 shares 6,386 393 shares
CISC
ITC LLC 10 Lo -
Tiaad @
15. Inventory
ALY ths.
2021 2020
Goods in the warehouse s0.035 l,‘]'!'ia_'!'ﬂ'[ll
Work in process < 4*51:': 52
Raw meterials, materials |.34;|1:|:_{|§§_ P

1,448,103 2,228,168
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16. Trade and other receivables

ANI ths,

2021 2020
Trade receivables 434,452 247,632
Advances provided 221,911 113,734
Accouns receivable regarding axes 1,266 10,224
GET.639 3T1.59M)

Fair vafues of receivables egual to their carrying amounts

17. Amoonts due from Ninancial instmtions

The Group carries out eredit sales. To secure credit sales. the bank freezes some funds in the Group's settlement
ACCOLNTS,

18. Cash and Bank balances

AMI ths,

2021 2020
Cash 4,400 260
Bank accounts 52,123 3,933
56,532 4,195

19. Share eapital

Asal 31 December 2021, Share Capital comprised 50,000 Armenian Drams (2020 50,000 AMD].
Share Capital consists of 50 shares at a nominal value of 1000 Armenian Drams each,

The Company’s only participant is RA citizen Hayk Valerik Shekyan.

20. Loans and borrowings

AMI ths.
2021 2020
Moa-current
Bank loans secured by a collateral 1 26,060 08,605
Long term barrowing J82.814 133,736
409,474 232451
Current
Bank lonns secered by a coltateral 117,332 41,953
Short term barrowing . 10,000
117,332 151,953

Total loans and borrowings 526,806 384,384
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AP ths,
: Repayment Mominal
Currency e P 2021 2020
Secured bank loan (credit ling) AMD 01.05.21 11.50% - 41,800
Secured bank loan (credit line) AMD 05.03.22 | 2.50% | 3,000 .
Secured bank loan AMD 13.12.21 7.50% - 20.857
Secured bank loan AMD 15.12. 11 7.50% - 12,545
Secured bank-loan AMD 070322 §.50M% 12398 59,435
Secured bank foan LSD 60421 B00%% - 20,904
Secured bank loan AMD 22.04.22 §.50% |, 781 f, 834
Secured bank loan AMD 230722 9.38% B.E2| 22814
Secured bank lean AMD 00522 B.50% T.875 175821
Secured bank loan AR 30.12:22 B.50% B.4ad 1 5.00H
Secured bank loan AMD 20.03.23 B.50% 9630 =
Secured bank loan AMD 14.05.27 5.50% 74,260 -
Secured bank lean AxD 01.11.33 13.000% 20,000
Secured bank loan AMD 27.11.23 12.50% 76,619
Secured bank loan (overdrafi) AMD 14.10.21 1 1.50% . 22,732
Secured bank loan foverdraf) AR [4.10.22 [ 1.50% 11,139
Unsecured borrowings AMD 09.12.31  Interest free 142,217 131,483
Unsecured borrowings USD 231230  Interest free | 38,027 2,153
Unsecured borrowings AMD 050826  Interest free 2,00
Unsecured berrowings AMD 13,1226 Interest free 480 -
Unsecured bormwings AMD 130921  Interest free 4.750
Unsecured borrowings AMD 13.09.21  Interest free - 5,250
526,806 384,354
23, Trade and other payables
AMD ths.
2021 2020
Accounts payable regarding acquisitions 208,147 558866
Advances received 1,377,355 1,741,216
Taxes pavable and mandatory payments 05,622 5878
Unpaid leave reserve 43,767 23460
Linbilities towards employees 1. fGetbdl 20413
1,726,535 1,349,833
22, Categories of financial instruments
The carrying amounts of financial assets and habilities by category ard presented below:
Fimancial azsely
AMD ths.
2021 2020
Financial assets carvied i amortised post
Trade and oiher receivables 656,373 361386
Time deposits . 20,000
Investments in unafTiliated catities 7,733 0,386
Loans provided 1,450 2,400
Amounts due from finansial institutions 64,279 49,'915‘:3
{Cash and bank balances 56,532 4,195
788,367 444,710




Shefgen LLC Moty aftnched fo Consolidated Financial Statomennts

3 Bgcempber 2021
Fmancia liabiliiiey
AND ths.
220 2010
Financiol licbifives carrisd ar amartived cosf
Loans and borrowings 526,806 384,584
Trade and other pavables 1,629,913 2,3431.9535
2,156,719 2,728,339

23. Financial risk management

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

e Credit risk
»  Liguidity risk
»  Market risk

Management has overall respensibility for the establishment and oversight of the Group’s risk management
System,

The Group®s risk management policies are established to identify and analyse the risks faced by the Group, 1o sel

appropriate risk limits and controls, and monitor risks and adherence to limits. Risk management policies and
systems are reviewed regularly to reflect changes in marke: conditions and in the Group's activities,

1) Credir risk

Credit risk anses when a failure by counterpartses to discharge their obligations eould reduce the amount of future
cash inflows fram financial assets on hend at the ceporting date, This risk arises from finencial instruments sucl
as trade and other receivables, loans receivable and cesh and cash equivalents at bank.

The Group has policies in place to ensure thar sales of products and services are made to custamers with an
appropriate credit historny and monitors on o continuous basis the ageing profile ol its receivables. Loans receivable
are provided to related parties. Cash balances are held with high credit quality financial institutions.

el gxposyre

The carrying anvount of financial assets represents the moximum credit exposure,

The muximum exposure to credil risk at the reporting date is presented below:

AL the.
2021 2020

Teade and ofher receivables Ga6,373 ol a0

Time deposits - 20,000

Investments in unaffilialed entities 7,733 6. 380

Loans provided 3,450 2,800

Amaints due from Onancial mstitotions 04279 44 et
Current bank accounts 52,123 3,935

THI 058 444,450

2)  Liguwidite Fisk

Liquidity rnisk 15 the nsk that the Groop will be unable o mest s obligations. Liguidity nsk arises when the
minturity of assels and linbilities does not match. An unmatched position potentially enhances profitability, but can
also increase the risk of losses. The Groop has proceduras with the objective of minimizing such losses, such as
maintaining sufficient cash and other highly liquid corrent asscts, and ensuring the availability of an adequate
amount of committed credit facilities,

The contractual maturities of Anancial linhilities including the estimated interest pavments as of the reporting date
are presented below:
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31 December 2021
A 4| Carrying Contractual Up o 3 J-12 1-5 510
AN Arunt sl Mows maomnths mainths YCars VEArS
Loans and borrowings 526 806 563,941 53,236 21,292 149,169 280,244
Trade and other payables [, 726,535 1,726,535 08,266 1,585,500 42,7467
Liabifity regarding income tax | 3467 15,467 = 15,467 g -
2,268,508 2 305,443 151,502 1682261 191936 280,244
31 December 2020
2020 Carrving  Contractual Uptod 3-11 1-5 210
FAMD amonnt cazh Mows months months YEAFS VEATS
Loans znd borrowings 384,384 350,508 20,049 191,544 45179 133736
. 3
Trade and other payables 2,349 B33 2345 B33 2,291 2,300,082 23460
Liability regarding meoime tax 3,523 3,523 - 354 - g
1,737,740 2,743,804 46,340 2,495,149 68639 133,736

3} Marker risk

Market rigk is the risk that changes in market prices, such as foreign exchange rades, infterest rates and equity prices
will affect the Group's income or the value of its holdings of inancial instruments. The obiective of market risk
management is to manuge and control market risk exposures within acceptable parameters, while optimizing the

FELm.,

Crrrency Fisk

Currency risk is the risk that the present value of future cash flows of financial instrurments will Nuctuate doe W
changes in foreign exchange rates, Currency risk arises when futere commercial transactions and recognized sssels
and liabilities are denominated in & currency that is not the Growp's functional cerrency. The Groop is expased to
curreney risk arising from various currency exposures (loans attracted, foreign sales and avquisitions) primarily
with respect to the US Dollars and the Euro.

The Group's expasure o currency risk is presented below:

31 December 2021

Financial aszeis

Trade and other receivables

Cash and bank balanceas

Financial liabilities
Loan and borrowings
Trade and other payables

Met cxposire

B
L

AND ths.

s Dallar Enro .

143,257 4,519
48,024

ol 28 S.31%
138,027

169,740 5,015

07 76T I3

{116,486) (495)
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31 Devomber 1020
AMID tha
US Dollar Eurg
Finuncial asseis
Trade and other receivables 26915 .
Cash and bank kalances 253 ils
27,168 315
Financial liwhilities
Loan and borrowings 13,067 2
Trede and cther pavables 481,075 5 826
S, 132 5905
MNel exposiire (476.964) (5,611)
Kenxitivity analysis

A 10% srengthening/weakening of the Armenian dram against the LS Dollar and the Euro as of December 21
would have nffected the values of financial instruments denominated in those currencies and the profit or loss by
the amounts shown below, This analysis assumes that all other variables, in particular intersst rates, reman
canstant, and the effect of the expected sales and purchases is not taken into account.

F0% strengthening

ANTEY ths,
US Dollar impact Euroe Impact
1 20740 2021 2
Profit/i loss) 11,649 47,696 5 56
10% weakening
ARD s,
US Dollar im paet Euro Impaet
2021 2020 2021 2020
Profitd| loss) (11.649) (47,696 (50) {561}
Copiral management

The Group manages its capital to ensure that it will be able to contmuc s a going concern while maximizing
shareholder return throngh the strive to improve the debt to equity mtio,

Management regularly assesses the Group’s capital requirements in order to maintain an efficient overall financing
structure while avoiding excessive leverage, This takes into account the subordination levels of different classes
af the Group's debts. The Group manages the capital structure and makes sdjusiments taking into account changes
in-economic conditions and the risk specificities of the relevant assets.

24, Fair valoe

Aanapement believes that the fair values of the Group's financial assets and liabilities approximate their carying
amounts a1 the reporting date
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25. Cuontingencies
Businexr amvirommsnl

As an emerging market econoimic system, Armenia confinues (o undergo political and economic transformations
redated to the transition from centralized planning to a free market.

Armenia has not completed the process of forming a developed instinstional system and infrastructure, which are
wsually present in more matureg free market economies.

For companies operating in similar economies, the above causes inherent risk of continuous or sometimes drastic
changes in external factors such us tax administration, eapital flow control, foreign exchange operations,
formalities, expert/import tariffs, efe., and these factors may sdversely afTect the future financial condition and
results of the Group. However, as the number of variables and assumptions invelved in these uncertaintics is

large, management cannot make a reliable estimate of the amcunts by which the carrving amounts of assels and
tiahilities of the Group may be affected.

Maragement of the Group believes that in the current conditions appropriate measures are implemented in orde
to ensore economic stability of the Group.

fesnramce

Armenian inswrance industry is in its development stage and many forms of insurance protection common in other
parts of the world are not vet generally available in Armenia.

Tecxinficn

The taxation system in Armenia is charactérized by frequent changes in legislation and disputes arising from
misinterpretation and incorrect application of the Tax Code.

These faclors may ceeate tu risks for the companies operating in Armenia which 15 typical of any other emerging
market economy n the world. Management believes that it has adequately provided for tax liabilities based on s
interpretation of tax legislation, official provisions and court decisions. However, the relevant authorities may
have differing interpretations and the effects may be significant.

26, Related party transactions
The Group's nelangd parties include its Participant and key menagerment.

Below are presented the related party transactions and balances!

ANMID ths.
Transactions 2021 20210
Farricipani
Dividends pasment 19,490 LR
Bomrowing 21R279 124,153
Bormrowing repaiil 67,833 57,794
Key management
Salary and bonuzes 4,055 4,848
AN ths,
Balanees 2021 -
Purericipand
Borrowing 280,244 133,730
Key mennasennernt
Unpuid leave 4,000 3551




