“ASG Business Aviation”
Limited Liability Company
Consolidated Financial Statements and

Independent Auditor's Report
for the Year Ended 31 December 2020



“ASG BUSINESS AVIATION” LIMITED LIABILITY COMPANY

TABLE OFf CONTENTS

Page
STATEMENT OF MANAGEMENT’S RESPONSIBILITIES FOR THE PREPARATION AND
APPROVAL OF THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020 1
INDEPENDENT AUDITOR’S REPORT 2-3
CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020:
Consolidated statement of profit or loss and other comprehensive income 4
Consolidated statement of financial position 5
Consolidated statement of changes in equity 6
Consolidated statement of cash flows 7

Notes to the consolidated financial statements 9-52



“ASG BUSINESS AVIATION” LIMITED LIABILITY COMPANY

STATEMENT OF MANAGEMENT'S RESPONSIBILITIES FOR THE PREPARATION AND APPROVAL
OF THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

Management is responsible for the preparation of the consolidated financial statements that present
fairly, in all material respects, the consolidated financial position of "ASG Business Aviation” Limited
Liability Company and its subsidiaries (the “Group”} as at 31 December 2020, the results of its operations,
cash flows and changes in equity for the year then ended, in compliance with International Financial
Reporting Standards (“IFRS").

In preparing the consolidated financial statements, management is responsible for:

Properly selecting and applying accounting policies;

Presenting information, including accounting policies, in 2 manner that provides relevant, reliable,
comparable and understandable infarmation;

Providing additional disclosures when compliance with the specific requirements in IFRS are insufficient
to enable users to understand the impact of particular transactions, other events and conditions on the
Group's consolidated financial position and financial performance; and

Making an assessment of the Group's ability to continue as a going concern.

Management is also responsible for:

Designing, implementing and maintaining an effective and sound system of internal controls throughout
the Group;

Maintaining adequate accounting records that are sufficient to show and explain the Group's
transactions and disclose with reasonable accuracy at any time consolidated financial position of the

Group, and which enable them to ensure that the consolidated financial statements of the Group comply
with IFRS;

Maintaining statutory accounting records in compliance with local legislation and accounting standards;
Taking such steps as are reasonably available to them to safeguard the assets of the Group; and
Preventing and detecting fraud and other irregularities.

The consolidated financial statements for the year ended 31 December 2020 were authorised for issue by
management on 01 October 2021.

Mrs. Marina Mordovskaya
Deputy of General Director, Finance

8aku, the Republic of Azerbaijan



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

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with I5As will
always detect a material misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these
consolidated financial statements.

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

. Identify and assess the risks 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 appropriate
to provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from errar, as fraud may involve
collusion, forgery, intentional omissions, misreprasentations, or the override of
internal control.

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

. Evaluate the appropriateness of accounting policies used and the reasanableness of
accounting estimates and related disclosures made by management.

s Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Group’s
ability to continue as a going concern. If we conclude that a material uncertainty exists,
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, to modify
our opinion. Our conclusions are based on the audit evidence obtained up to the date of
our auditor's report. However, future events or conditions may cause the Group to
cease to continue as a going concern.

. 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.

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

Delotrre s Tosee L

1 October 2021

MIHOUD MASULIYYaTLI|m
AUDITOR CamiTYaTl



“ASG BUSINESS AVIATION” LIMITED LIABILITY COMPANY

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2020
{in thousands of Azerbaijani Manats)

Revenue
Revenue

Total revenue

Expenses

Employee costs

Material

Degpreciation

Repair and technical maintenance
On-ground services

Fuel

Insurance

Communication expenses

Taxes other than income tax
Aircraft crew cost

Operating lease costs

Impairment of financial assets, net

Impairment of property and equipment / right-of-use assets

Other expenses

Total operating expenses
Operating profit

Foreign exchange gain / {loss), net

Finance cost, net
Impairment of VAT recoverable

Profit for the year before income tax

Income tax {expense) / benefit

Total comprehensive income for the year

The notes on pages 9 to 52 form an integral part of these consolidated financial statements

Notes

7

11,12,13

15
11

Year ended
Year ended 31 Pecember 2019
31 December 2020 {Reclassified*}
182,327 63,985
182,327 63,985
{39,288) (6,707)
(22,677) {2,843)
(15,730) {6,242)
(3,461} (5,463}
{9,902} (12,336}
{3,156) {2,054)
{2,071) {802)
{2,013) -
(1,479) {2,100)
(1,073} (3,002}
(684) {809)
(6,684) {3,409)
{5,834) -
{13,291} {5,390)
{133,343) {51,157}
48,984 12,828
1,826 (1,489)
{14,852} {9,820}
. {B22)
35,958 697
{7,941) 10,827
28,017 11,624

*Certain amounts shown here do not correspond to the 2019 consclidated financial statements and reflect reclassifications

made as detailed in Note 4.



“ASG BUSINESS AVIATION” LIMITED LIABILITY COMPANY

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2020
{in thousonds of Azerbaijani Manats)

Notes 31 December 2020 31 December 2019
ASSETS
Non-current assets
Property and equipment 1 122,174 93,260
Security deposits 1,753 1,637
Prepayment for non-current assets 18 587 14,276
Investments in associated companies 2,814 2,814
Investment property 13 4,984 3,138
Finance lease receivables, non-current portion 17 13,954 -
Goodwill 376 376
Deferred Tax Asset 10 1,877 9,818
Right-of-Use Assets 12 69,067 83,763
Total non-current assets 217,586 209,082
Current assets
Inventories 14 10,243 10,491
Prepayments 18 1,298 5,054
Trade and other receivables 15 44,510 41,453
Finance lease receivable, current portion 17 3,366 -
Cash and cash equivalents 16 23,462 35,605
Total current assets 82,879 92,603
Total assets 300,465 301,685
EQUITY AND LIABILITIES
Equity
Charter and additional paid-in capital 24 186,672 46,540
Accumulated deficit 24 {140,550) (62,956)
Total equity / {deficit) 46,122 {16,416)
Non-current liabilities
Lease liability, non-current portion 19 49,609 57,964
Provision 23 5,606 2,493
Loans and borrowings, non-current portion 20 113,701 124,588
Total non-current liabilities 168,916 185,045
Current liabilities
Trade and other payables 21 60,245 111,407
Lease liability, current portion 19 8,348 8,371
Advances received 22 14,080 13,278
Loans and borrowings, current portion 20 2,754 -
Total current liabilities 85,427 133,056
Total liabilities 254,343 318,101
Total equity and liabilities 300,465 301,685

The notes on pages 9 to 52 farm an integral part of these consolidated financial statements



“ASG BUSINESS AVIATION” LIMITED LIABILITY COMPANY

CONSOLIDATED STATEMENT Of CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2020
{in thousands of Azerbaijani Manats)

Charter and
additional paid-in Accumulated Total equity /
Notas capital deficit [deficit}
At 1January 2019 36,976 {74,580} {37.604)
Total comprehensive income for the year - 11,624 11,624
Withdrawal of additional paid-in capital {36,976} - {36,976)
Sharghalder’s contribution 46,540 - 46,540
At 31 December 2019 46,540 {62,956) {16,416}
Total camprehensive income for the year - 28,017 28,017
Recognition of share capital upon merger 24 105,611 (105,611) +
Shareholder’s contribution 24 34,521 o 34,521
At 31 December 2020 186,672 {140,550} 46,122

The notes on pages 9 to 52 form an integral part of these consolidated financial statements



“ASG BUSINESS AVIATION" LIMITED LIABILITY COMPANY

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2020
{in thousands of Azerbaijani Manats)

Profit for the year before income tax
Adjustments for:

Depreciation

Impairment of property and equipment / right-of-use assets
Foreign exchange gain / (loss), net

Finance cost, net

Impairment of financial assets and VAT recoverable

Lease concession

Change in provision for re-delivery

Change in provision for obsolete inventaries

Change in VAT Deposit

Movement in working capital

Change in trade and other receivables

Change in prepayments

Change in inventories

Change in trade and other payables

Change in advances received

Change in accrued expenses and other current liabilities

Cash generated from / {used in) operating activities
Interest paid

Net cash {used in) / generated by operating activities
Cash flows from investing activities

Purchase of property, plant and equipment

Payment for acquisition of helicapter

Prepayment for overhaul

Payment for capitalized costs of investment property
Net cash outflow on acquisition of subsidiary

Net cash outflow on acquisition of associates

Net cash used in investing activities

Cash flows from financing activities

Principal payments on borrowings
Principal payments on finance leases
Proceeds from borrowings
Caontribution from shareholder

Net cash used in by financing activities
Net change in cash and cash equivalents
Foreign currency effect on cash and cash equivalents

Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

Notes

11,12,13

20
19
20
24

16
16

31 December

31 December 2019
2020 {Reclassified*)
35,958 697
15,730 6,242
5,834 -
{1,826} 1,489
14,852 9,820
6,684 4,231
(332} -
g {631)
- 304
- 192
76,900 22,344
{13,550) {32,408)
3,963 {4,630}
262 (770)
{52,141} {13,924)
802 13,600
- {1,419)
16,236 {17,267)
{11,302) {4,123)
4,934 {21,390}
(33,063) {153)
{2,812} -
{587}
{781)
- {105,943)
- {2,814)
(37,243) {108,910}
{50,909) -
(6,908) (8,379)
42,667 124,588
34,521 46,540
19,371 162,749
{12,938) 32,449
785
35,605 3,156
23,462 35,605




Following non-cash transactions were eliminated from consolidated statement of cash flow for the year ended 31 December

2020:

(a)
(b}
{c)
{d)
{e)
(f)
14}

Purchase of property and equipment through trade payables of AZN 1,597;

Receivable offset with lease liability of AZN 4,046 thousand;

Recognition of provision through right-of-use assets of AZN 2,186 thousand;

Transfer from right-of-use asset to property and equipment of AZN 10,374 thousand;

Transfer from property and equipment to investment property of AZN 1,144 thousand;
Recognition of charter capital through accumulated deficit of AZN 105,611 thousand;
Recognition of finance lease receivable through prepayment of AZN 14,276 thousand {Note 18).

The notes on pages 9 to 52 form an integral part of these consolidated financial statements.



“ASG BUSINESS AVIATION” UMITED LIABILITY COMPANY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020
{in thousands of Azerbaijani Manats)

1.

NATURE OF ACTIVITIES

ASG Business Aviation Limited Liability Company (the “Company”) is a legal entity registered by
the Ministry of Taxes on 13 April, 2007. The registered office of the Company is at 21 Mardakan pr.,
Baku, the Republic of Azerbaijan.

The name of the Company was officially changed from Silk Way Business Aviation to ASG Business
Aviation on 8 July 2020.

The Company was 100% owned by Silk Way Development Limited Liability Company till 2 October,
2019, when the Company was acquired by Mr. Teymur Mammadov. He is currently the sole owner
(100%) of the Company and its ultimate controlling party. The ultimate controlling party of the
Company before disposal by Silk Way Development LLC in 2019 was Mr. Zaur Akhundov.

The Company, its subsidiaries’ and branches’ {collectively referred as the “Group”) principal
activities are the provision of chartered flights and aviation services, on-ground services, agent
services and catering services to third parties.

As at 31 December 2020 and 2019, the Company has one 100% owned subsidiary — AzMilk Diary
LLC that provides agriculture services and 19.05% ownership interest in Ipek Yolu Insurance QJSC
that provides insurance services.

The Group has the following branches established from the end of November 2019, which have
been included in these cansolidated financial statements:

Name of branch Principal activity
ASG Business Aviation Ground Handling  Provides ground handling services at different airports in
Campany the Azerbaijan Republic.
ASG Business Aviation Sky Catering Provides catering services to aircraft in Heydar Aliyev Airport,

Baku, Azerbaijan Republic.

ASG Business Aviation Logistics and

Supply Provides with logistics and supply good.
ASG Business Aviation Construction & Provides services te the aviation sectar in the field of repair-building, assembly
Industry aperations, restoration and other kind of works.

Significant transactions with former entities under common control

As part of the deal to obtain control over the entity from former owner, the parties agreed to
acquire assets necessary to start new line of business and established the new branches disclosed
above. In 2019, management assessed the acquisition per requirements of IFRS 3 and came to
conclusion that it is not a business combination.

In the normal course of the business, the Group enters into transactions with subsidiaries of its
former shareholder, Silk Way Development. Starting from the acquisition of a new line of
businesses (ground handling and catering services) from Silk Way Airlines (subsidiary of the former

owner) in 2019, the Group provides ground handling services back to Silk Way Airlines and its
subsidiaries {Note 6).



“ASG BUSINESS AVIATION” LIMITED LIABILITY COMPANY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FORTHE YEAR ENDED 31 DECEMBER 2020
fin thousands of Azerbaijani Manats)

2.

GOING CONCERN

These consolidated financial statements have been prepared by management on the assumption
that the Group will continue as a going concern in the foreseeable future, which implies
the realization of assets and settlement of liabilities in the normal course of business.

The Group made operating profit of AZN 12,828 thousand, but generated negative cash flows from
operations of AZN 17,267 thousand for the year ended 31 December 2020. As of 31 December 2015,
the Group had working capital deficiency of AZN 40,453 thousand and equity deficit of AZN 16,416
thousand. The Group improved its financial performance and indicators for the year ended

31 December 2020, as a result of positive contribution of new business lines established at the end of
2019 (Note 1).

Management believes that the Group is expected to generate profit and sufficient amount of
revenue in order to cover all its liabilities considering the Group is the only provider of handling,
catering and business aviation services currently in the Republic of Azerbaijan. As a consequences
of COVID-19, revenue from business aviation decreased during 2020 (especially in the first half of
2020 due to travel restrictions). However, this was further compensated by growth of demand in
2021 as business aviation provides opportunity for safer flights. The Management assessed the
impact of COVID-19 on business and believes that even with all potential negative implications, the
business will still be profitable considering that services of the Group are not only concentrated on
passengers transportation industry. Accordingly, the management have prepared the consolidated
financial statements using the going concern assumption.

In assessing going concern basis, management has considered following circumstances:

e  Subsequent to the reporting date, the Group’s financial results exceed pre-COVID levels
resulting in positive cash flows from operations in 2021.

¢  The Group obtained AZN 40,800 thousand and AZN 35,003 thousand new loans from Pasha
Bank and Premium Bank during the first half of 2021 repayable in 2026 and 2031.

e  During 2021, the Group fully repaid AZN 37,780 thousand of lease obligations ahead of schedule,

e  Other significant events took place subsequent to reporting period and disclosed in Note 28 did
not adversely impact the Group's ability to continue as a going concern,

After making appropriate analysis, management concluded that the Group has adequate resources
to continue in operational existence and settle its liabilities and that the going concern basis is
appropriate in preparing these consolidated financial statements.

SIGNIFICANT ACCOUNTING POLICIES

Statement of compliance
These consolidated financial statements have been prepared in accordance with International

Financial Reporting Standards (“IFRSs”) and comply with all issued and effective IFRSs at the time of
preparing these consolidated financial statements.

10



“ASG BUSINESS AVIATION” LIMITED LIABILITY COMPANY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020
{in thousands of Azerbaijani Manats)

Basis of preparation

These consolidated financial statements have been prepared on the historical cost basis, except for
the revaluation of certain properties and financial instruments that are measured at revalued
amounts or fair values at the end of each reporting period, as explained in the accounting policies
below. Historical cost is generally based on the fair value of the consideration given in exchange for
assets,

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date, regardless of whether
that price is directly observable or estimated using another valuation technique. In estimating the
fair value of an asset or a liability, the Group takes into account the characteristics of the asset or
liability if market participants would take those characteristics into account when pricing the asset
or liability at the measurement date. Fair value for measurement and / or disclosure purposes in
these consolidated financial statements is determined on such a basis, except for leasing
transactions that are within the scope of IFRS 16, and measurements that have some similarities to
fair value but are not fair value, such as net realizable value in IAS 2 or value in use in 1AS 36.

In addition, for consolidated financial reporting purposes, fair value measurements are categorized
into Level 1, 2 or 3 based on the degree to which the inputs to the fair value measurements are
observable and the significance of the inputs to the fair value measurement in its entirety, which
are described as follows:

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

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

. Level 3 inputs are unobservable inputs for the asset or liability.

The same accounting policies, presentation and methods of computation have been followed for
the year ended 31 December 2020 as were applied in the preparation of the Group’s consolidated
financial statements for the year ended 31 December 2019,

New and amended IFRS Standards that are effective for the current year
Impact of the initial application of COVID-19-Related Rent Concessions Amendment to IFRS 16

In May 2020, the IASB issued COVID-19-Related Rent Concessions (Amendment to {FRS 16) that
provides practical relief to lessees in accounting for rent concessions occurring as a direct
consequence of COVID-19, by introducing a practical expedient to IFRS 16. The practical expedient
permits a lessee to elect not to assess whether a COVID-19-related rent concession is a lease
madification. A lessee that makes this election shall account for any change in lease payments

resulting from the COVID-19-related rent concession applying IFRS 16 as if the change were not
a lease modification.

The practical expedient applies only to rent concessions occurring as a direct consequence of
COVID-19 and only if all of the following conditions are met:

11



“ASG BUSINESS AVIATION” LIMITED LIABILITY COMPANY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020
{in thousands of Azerbaijani Manats)

{a) The change in lease payments results in revised consideration for the lease that is

substantially the same as, or less than, the consideration for the lease immediately preceding
the change;

{b) Any reduction in lease payments affects only payments originally due on or before 30 June
2021 (a rent concession meets this condition if it results in reduced lease payments on ar
before 30 June 2021 and increased lease payments that extend beyond 30 Jlune 2021); and

{c) Thereis no substantive change to other terms and conditions of the lease.

During the year ended 31 December 2020, the Group received rent concessions in the form of
a discount on fixed payments as a direct consequence of the COVID-19 pandemic.

The Group has early adopted the Amendment to IFRS 16 “COVID-19-Related Rent Concessions” and
has applied the practical expedient introduced by the Amendment to all eligible rent concessions
received by the Group during the year.

Rent concessions of AZN 331 thousand received have been accounted for as negative variable lease
payments recognised in profit or loss.

Impact of the initial application of other new and amended IFRS Standards that are effective for
the current year

In the current year, the Group has applied a number of amendments to IFRS Standards and
Interpretations issued by the JASB that are effective for an annual period that begins on or after
1 January 2020. Their adoption has not had any material impact on the disclosures or

on the amounts reported in these consolidated financial statements.

Amendments to References to The Group has adopted the amendments included in Amendments to References to
the Conceptual Framework in the Conceptual Framewaork in IFRS Standards for the first time in the current year.
IFRS Standards The amendments include consequential amendments to affected Standards so that

they refer to the new Framework. Not all amendments, however, update those
pronouncements with regard to references ta and quotes from the Framework so
that they refer to the revised Conceptual Framework. Some pranouncements are
only updated to indicate which version of the Framewaork they are referencing to
{the IASC Framework adopted by the IASB in 2001, the IASB Framework of 2010, or
the new revised Framework of 2018} or to indicate that definitions in the Standard
have not been updated with the new definitions developed in the revised
Conceptual Fromework.

The Standard which are amended are IFRS 2, IFRS 3, IFRS 6, IFRS 14, IAS 1, 1A5 8,
IAS 34, 1AS 37, 1AS 38, IFRIC 12, IFRIC 18, IFRIC 20, IFRIC 22, and 5IC-32.

Amendments to IFRS 3 Definition of The Group has adopted the amendments to IFRS 3 for the first time in the current

a business year. The amendments clarify that while businesses usually have outputs, outputs
are not required for an integrated set of activities and assets to qualify as a business.
To be considered a business an acquired set of activities and assets must include, at
a minimum, an input and a substantive process that together significantly contribute
to the ability to create outputs.

The amendments remove the assessment of whether market participants are capable
of replacing 2ny missing inputs or processes and continuing to produce outputs,
The amendments also introduce additional guidance that helps to determine
whether a substantive process has been acqguired.

The amendments introduce an optional concentration test that permits a simplified
assessment of whether an acquired set of activities and assets is not a business,
Under the optional concentration test, the acquired set of activities and assets is not

12



“ASG BUSINESS AVIATION” LUIMITED LIABILITY COMPANY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020
{in thousands of Azerbaijani Manots)

a business if substantially all of the fair value of the gross assets acquired is
cancentrated in a single identifiable asset or group of similar assets.

The amendments are applied prospectively to all business combinations and agset
acquisitions for which the acquisition date is on or after 1 January 2020.
Amendments to IAS 1 and IAS 8 The Group has adopted the amendments to 1A5 1 and |AS B for the first time in the
Definition of material current year. The amendments make the definition of material in IAS 1 easier ta
understand and are not intended to alter the underlying concept of materiality in
IFRS Standards. The concept of ‘obscuring’ material information with immaterial
information has been included as part of the new definition.

The threshold for materiality influencing users has been changed from ‘could
influence’ to “could reasonably be expected to influence’.

The definition of material in JAS 8 has been replaced by a reference to the definition of
material in IAS 1. In addition, the 1ASB amended other Standards and the Conceptual
Framework that contain a definition of ‘material’ or refer to the term ‘material’ to
ensure consistency.

New and revised IFRS Standards in issue but not yet effective

The Group has not applied the following new and revised IFRSs that have been issued but are

not yet effective:

IFRS 17 insurance Contracts

IFRS 10 and IAS 2B {amendments} Sale or Contribution of Assets between an Investor ond its Assaciate or Jeint
Venture

Amendments to 1AS 1 Classification of Liabilities as Current or Non-current

Amendments to IFRS 3 Reference to the Conceptual Framework

Amendments to IAS 16 Property, Plant and Equipment-Proceeds before Intended Use

Amendments to 1AS 37 Onerous Contracts = Cost of Fulfilling a Contract

Annua! Improvements to IFRS Standards 2018-  Amendments to IFRS 1 First-time Adoption of Internatienal Financial

2020 Cycle Reporting Standards, IFRS 9 Financial instruments, IFRS 16 Leases, and

1AS 41 Agriculture

Management does not expect that the adoption of the Standards listed above will have a material

impact on the consolidated financial statements of the Group in future periods, except as noted
below:

Amendments to |AS 1 Classification of Liabilities as Current or Non-current

The amendments to |AS 1 affect only the presentation of liabilities as current or non-current in the
statement of financial position and not the amount or timing of recognition of any asset, liability,
income or expenses, or the information disclosed about those items.

The amendments clarify that the classification of liabilities as current or non-current is based

on rights that are in existence at the end of the reporting period, specify that classification is
unaffected by expectations about whether an entity will exercise its right to defer settlement of

a liability, explain that rights are in existence if covenants are complied with at the end of the
reporting period, and introduce a definition of ‘settlement’ to make clear that settlement refers to
the transfer to the counterparty of cash, equity instruments, other assets or services.

The amendments are applied retrospectively for annual periods beginning on or after 1 January
2023, with early application permitted.

13



“ASG BUSINESS AVIATION” LIMITED LIABILITY COMPANY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020
{in thousands of Azerbaijani Manats)

Amendments to IFRS 3 Reference to the Conceptual Framework

The amendments update IFRS 3 so that it refers to the 2018 Conceptuol Framework instead of the
1989 Framework. They also add to IFRS 3 a requirement that, for obligations within the scope of

IAS 37, an acquirer applies 1AS 37 to determine whether at the acquisition date a present obligation
exists as a result of past events. For a levy that would be within the scope of IFRIC 21 Levies, the
acquirer applies IFRIC 21 to determine whether the obligating event that gives rise to a liability to pay
the levy has occurred by the acquisition date.

Finally, the amendments add an explicit statement that an acquirer does not recognise contingant
assets acquired in a business combination.

The amendments are effective for business combinations for which the date of acquisition is on or
after the beginning of the first annual period beginning on or after 1 January 2022. Early application is
permitted if an entity also applies all other updated references (published together with the
updated Conceptual Framework) at the same time or earlier.

Amendments to IAS 16 Property, Plant and Equipment — Proceeds before Intended Use

The amendments prohibit deducting from the cost of an item of property, plant and equipment any
proceeds from selling items produced before that asset is available for use, i.e. proceeds while
bringing the asset to the location and condition necessary for it to be capable of operating in the
manner intended by management. Consequently, an entity recognises such sales proceeds and

related costs in profit or loss. The entity measures the cost of those items in accordance with I1AS 2
inventories.

The amendments also clarify the meaning of ‘testing whether an asset is functioning properly’.

IAS 16 now specifies this as assessing whether the technical and physical performance of the asset
is such that it is capable of being used in the production or supply of goods or services, for rental to
others, or for administrative purposes.

The entity shall recognise the cumulative effect of initially applying the amendments as an
adjustment to the opening balance of retained earnings {or other component of equity,
as appropriate) at the beginning of that earliest period presented.

The amendments are effective for annual periods beginning on or after 1 January 2022, with early
application permitted.

Annual Improvements to IFRS Standards 2018-2020

The Annual Improvements which are expected to have a material impact on the consolidated
financial statements of the Group in future periods include amendments to two Standards.

IFRS 9 Financial Instruments
The amendment clarifies that in applying the ‘10 per cent’ test to assess whether to derecognise
a financial liability, an entity includes only fees paid or received between the entity {the borrower)

and the lender, including fees paid or received by either the entity or the lender on the other’s behalf.

The amendment is applied prospectively to modifications and exchanges that occur on or after
the date the entity first applies the amendment.

14



“ASG BUSINESS AVIATION” LIMITED LIABILITY COMPANY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020
{in thousands of Azerbaijani Monats)

The amendment is effective for annual periods beginning on or after 1 lanuary 2022, with early
application permitted.

IFRS 16 Leases
The amendment removes the illustration of the reimbursement of leasehold improvements.

As the amendment to IFRS 16 only regards an illustrative example, no effective date is stated.

Functional and presentation currency

The national currency of Azerbaijan is the Azerbaijani Manat {“AZN"), which is the Group’s
functional currency, because it reflects the economic substance of the underlying events and
circumstances of the Group. Azerbaijani Manat is also the presentation currency for these

consolidated financial statements. All values are rounded to the nearest thousand AZN, except
when otherwise indicated.

Foreign currency transactions

In preparing the consolidated financial statements, transactions in currencies other than the Group’s
functional currency {foreign currencies) are recorded at the rates of exchange prevailing at the dates
of the transactions. At the end of each reporting period, monetary items denominated in foreign
currencies are retranslated at the rates prevailing at that date. Non-monetary items carried at fair
value that are denominated in foreign currencies are translated at the rates prevailing at the date
when the fair value was determined. Non-monetary items that are measured at historical cost in

a foreign currency are not retranslated. Exchange differences on monetary items are recognized in
profit or loss in the period in which they arise.

The relevant exchange rates are as follows:

31 December 31 December
2020 2019
AZN fUSD 1.7000 1.7000
AZN / EUR 2.0890 1.9035

Revenue recognition

Revanue is measured based on the consideration set by the contract with the customer, and

is recognized by applying the revenue recognition when 1. Identifying the contracts with

a customer, 2. Identifying the performance obligations in the contract, 3. Determining the
transaction price, 4. Allocating the transaction price to the performance obligations in the contract
and 5. Recognizing revenue when (or as) the entity satisfies a performance obligation {(or as the
obligation is performed over the period of time). Revenue is measured based on the consideration
to which the Group expects to be entitled in a contract with a customer and excludes amounts
collected on behalf of third parties. The Group recognizes revenue when it transfers control of

a product or service to a customer.
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Business aviation revenue

The main revenue stream of the Group is business transportation of private customers, including
corporate and individuals to almost any country around the world. The revenue is recognized when
the transportation service has been provided.

On-ground services revenue

Ground handling services for aircraft, cargo handling services, passenger transport services and
technical maintenance services is recognized in the period in which the services are rendered.

Agents’ commissions

Agents’ commissions are related to on-ground services that are performed by other companies for
landed aircraft but for which the Group collects money and then transfers it to airlines who actually
perform the service. In this case, the Group withholds a certain percentage as a commission {agent)
fee based on the agreement between parties.

Catering Revenue

Revenue from catering services is recognized in the period in which the services are rendered.

Operating expenses recognition

Costs associated with the generation of revenues is recognized as the expense in the same period
that the revenue is recognized.

Leases

The Group as lessee

The Group assesses whether a contract is or contains a lease, at inception of the contract.

The Group recognises a right-of-use asset and a corresponding lease liability with respect to all
lease arrangements in which it is the lessee, except for short-term leases {defined as leases with

a lease term of 12 months or less} and leases of low value assets {(such as tablets and personal
computers, small items of office furniture and telephones). For these leases, the Group recognises
the lease payments as an operating expense on a straight-line basis over the term of the lease
unless another systematic basis is more representative of the time pattern in which economic
benefits from the leased assets are consumed.

The lease liability is initially measured at the present value of the lease payments that are not paid
at the commencement date, discounted by using the rate implicit in the lease. If this rate cannot be
readily determined, the Group uses its incremental borrowing rate.

Lease payments included in the measurement of the lease liability comprise:

. Fixed lease payments (including in-substance fixed payments), less any lease incentives
receivable;
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s  Variable lease payments that depend on an index or rate, initially measured using the index or
rate at the commencement date;

. The amount expected to be payable by the lessee under residual value guarantees;

e  The exercise price of purchase options, if the lessee is reasonably certain to exercise
the options; and

e Payments of penalties for terminating the lease, if the lease term reflects the exercise of
an option to terminate the lease.

The lease liability is presented as a separate line in the consolidated statement of financial position.

The lease liability is subsequently measured by increasing the carrying amount to reflect interest on
the lease liability (using the effective interest method) and by reducing the carrying amount to
reflect the lease payments made.

The Group remeasures the |ease liahility (and makes a corresponding adjustment to the related
right-of-use asset) whenever:

e The lease term has changed or there is a significant event or change in circumstances resulting
in a change in the assessment of exercise of a purchase option, in which case the lease liability
is remeasured by discounting the revised lease payments using a revised discount rate.

»  The lease payments change due to changes in an index or rate or a change in expected payment
under a guaranteed residual value, in which cases the |lease liability is remeasured by
discounting the revised lease payments using an unchanged discount rate {unless the lease

payments change is due to a change in a floating interest rate, in which case a revised
discount rate is used).

s Alease contract is modified and the lease modification is not accounted for as a separate
lease, in which case the lease liability is remeasurad based on the lease term of the modified

lease by discounting the revised lease payments using a revised discount rate at the effective
date of the modification.

The Group did not make any such adjustments during the periods presented.

The right-of-use assets comprise the initial measurement of the corresponding lease liability, lease
payments made at or before the commencement day, less any lease incentives received and any
initial direct costs. Leased aircrafts are subsequently measured at revalued amounts whereas one
leased engine is carried at cost less accumulated depreciation and impairment losses.

Depending on the type of maintenance obligations, the Group recognizes return obligation
liabilities and provisions within the framework of the leasing of aircraft constituting overhaul and
restoration work, airframe and engine potential reconstitution. To the extent that the costs relate
to a right-of-use assets, the costs are included in the related right-of-use assets, unless those costs
are incurred to produce inventories.

Right-of-use assets are depreciated over the shorter period of lease term and useful life of the
underlying asset. If a lease transfers ownership of the underlying asset or the cost of the right-of-
use asset reflects that the Group expects to exercise a purchase option, the related right-of-use

assets are depreciated over the useful life of the underlying asset. The depreciation starts at the
commencement date of the lease.
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The right-of-use assets are presented as a separate line in the consolidated statement of financial
position.

The Group applies IAS 36 to determine whether a right-of-use assets are impaired and accounts for
any identified impairment loss as described in the ‘Property and Equipment’ policy.

Variable rents that do not depend on an index or rate are not included in the measurement the
lease liability and the right-of-use assets. The related payments are recognised as an expense in the
period in which the event or condition that triggers those payments occurs and are included in the
line “Operating lease costs” in statement of profit or loss and other comprehensive income.

As a practical expedient, IFRS 16 permits a lessee not to separate non-lease components, and
instead account for any lease and associated non-lease components as a single arrangement.
The Group has used this practical expedient.

The Group as lessor

The Group enters into lease agreements as a lessor with respect to its investment properties.

Leases for which the Group is a lessor are classified as finance or operating leases. Whenever
the terms of the lease transfer substantially all the risks and rewards of ownership to the lessee,
the contract is classified as a finance lease. All other leases are classified as operating leases.

When the Group is an intermediate lessor, it accounts for the head lease and the sub-lease as two
separate contracts. The sub-lease is classified as a finance or operating lease by reference to
the right-of-use assets arising from the head lease.

Rental income from operating leases is recognised on a straight-line basis over the term of

the relevant lease. Initial direct costs incurred in negotiating and arranging an operating lease are
added to the carrying amount of the leased asset and recognised on a straight-line basis over

the lease term.

Amounts due from lessees under finance leases are recognised as receivables at the amount of the
Group's net investment in the leases. Finance lease income is allocated to accounting periods 50 as

to reflect a constant periodic rate of return on the Group's net investment outstanding in respect of
the leases.

When a contract includes both lease and non-lease components, the Group applies IFRS 15 to
allocate the consideration under the contract to each component.

Security deposit

Security deposit represent amounts paid to the lessors of aircraft, which are held as security
deposit by the lessor in accordance with the provisions of finance lease agreement. This depaosit will
be returned to the Group at the end of the lease period. This deposit is presented as asset in the
consolidated statement of financial position. The deposit is interest-free and is recorded at
amortised cost. The deposit is discounted to present value at the inception of finance lease and is
unwounded over the period of finance lease obligation. Finance income recognized on unwinding
of discounting is presented as a part of interest expense on finance lease.
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Finance cost

Finance cost comprise interest expense on loans, borrowings and leases. All finance cast are

recognized in statement of profit or loss and other comprehensive income in the period in which
they are incurred.

Employee benefit obligations

Remuneration to employees in respect of services rendered during the reporting period, including
accruals for unused vacation and bonuses and related social payments, is recognized as an expense
in the period when it is earned.

In accordance with the requirements of the Republic of Azerbaijan legislation, pension payments are
calculated by an employer as certain percentages of salary expenses and transferred to the State
Social Protection Fund of the Republic of Azerbaijan. This expense is charged to the statement of
profit or loss and other comprehensive income in the period in which the related salaries are
earned. Upon retirement, all retirement benefit payments are made by the fund. The Group does not
have any pension arrangements separate from the state pension system of the Republic of

Azerbaijan. In addition, the Group has no post-retirement benefits or other significant compensated
benefits requiring accrual.

Taxation

Income tax expense represents the sum of taxes currently payable and deferred tax.

Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit
as reported in the statement of profit or loss and other comprehensive income because it excludes
items of income or expense that are taxable or deductible in other years and it further excludes
items that are never taxable or deductible. The Group's liability for current tax is calculated using

tax rates that have been enacted or substantively enacted by the balance sheet date the end of the
reporting period.

A provision is recognised for those matters for which the tax determination is uncertain but it is
considered probable that there will be a future outflow of funds to a tax authority. The provisions
are measured at the best estimate of the amount expected to become payable. The assessment is
based on the judgement of tax professionals within the Group supported by previous experience in
respect of such activities and in certain cases based on specialist independent tax advice.

Deferred tax

Deferred tax is the tax expected to be payable or 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 liability method.
Deferred tax liabilities are generally recognised for all taxable temporary differences and deferred
tax assets are recognised to the extent that it is probable that taxable profits will be available
against which deductible temporary differences can be utilised. Such assets and liabilities are not
recognised if the temporary difference arises from the initial recognition of goodwill or from the
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initial recognition {other than in a business combination) of other assets and liabilities in a
transaction that affects neither the taxable profit nor the accounting profit. In addition, a deferred

tax liability is not recognised if the temporary difference arises from the initial recognition of
goodwill.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments

in subsidiaries and associates, and interests in joint ventures, except where the Group is able to
control the reversal of the temporary difference and it is probable that the temporary difference
will not reverse in the foreseeable future. Deferred tax assets arising from deductible temporary
differences associated with such investments and interests are only recognised to the extent that it
is probable that there will be sufficient taxable profits against which to utilise the benefits of the
temporary differences and they are expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to
the extent that it is no longer probable that sufficient taxable profits will be available to allow all or
part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is

settled or the asset is realised based on tax laws and rates that have been enacted or substantively
enacted at the reporting date.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would
follow from the manner in which the Group expects, at the end of the reporting period, to recover
or settle the carrying amount of its assets and liabilities.

For the purposes of measuring deferred tax liabilities and deferred tax assets for investment
properties that are measured using the fair value model, the carrying amounts of such properties
are presumed to be recovered entirely through sale, unless the presumption is rebutted.

The presumption is rebutted when the investment property is depreciable and is held within

a business mode! whase objective is to consume substantially all of the economic benefits embodied
in the investment property over time, rather than through sale. The directors reviewed the Group’s
investment property portfolios and concluded that none of the Group’s investment properties are
held under a business model whose objective is to consume substantially all of the economic
benefits embodied in the investment properties over time, rather than through sale. Therefore,
the directors have determined that the ‘sale’ presumption set out in the amendments to 1AS 12 is not
rebutted. As a result, the Group has not recognised any deferred taxes on changes in fair value of the
investment properties as the Group is not subject to any income taxes on the fair value changes of
the investment properties on disposal.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off
current tax assets against current tax liabilities and when they relate to income taxes levied by the

same taxation authority and the Group intends to settle its current tax assets and liabilities on a net
basis.

Current tax and deferred tox for the yeaor
Current and deferred tax are recognized in the statement of profit or loss and other comprehensive

income, except when they relate to items that are recognized in other comprehensive income or
directly in equity, in which case, the current and deferred tax are also recognized in other
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comprehensive income or directly in equity respectively. Where current tax or deferred tax arises
from the initial accounting for a business combination, the tax effect is included in the accounting
for the business combination.

Operating taxes

Azerbaijan also has various other taxes, which are assessed on the Group’s activities. These taxes
are included as a component of operating expenses in the statement of profit or loss and other
comprehensive income.

Property and equipment

Items of property and equipment held for use in the supply of services, or for administrative
purposes, are stated in the consolidated statement of financial position at cost less accumulated
depreciation and impairment |osses.

Cost includes expenditures that are directly attributable to the acquisition of the asset. Purchased
software that is integral to the functionality of the related equipment is capitalised as part of that
equipment.

When parts of an item of property and equipment have different useful lives, they are accounted
for as separate items {major components) of property and equipment.

Major spare parts and stand-by equipment are classified as property and equipment when
the Group expects to use them during more than one period. Similarly, if the spare parts and
servicing equipment can be used only in connection with an item of property and equipment,
they are accounted for as property and equipment.

The cost of replacing part of an item of property and equipment is recognised in the carrying
amount of the item if it is probable that the future economic benefits embodied within the part will
flow to the Group and its cost can be measured reliably. Capitalized costs include major
expenditures for improvements and replacements that extend the useful lives of the assets or
increase their revenue generating capacity. Repairs and maintenance expenditures that do not
meet the foregoing criteria for capitalization are charged to the statement of profit or loss and
other comprehensive income as incurred.

Assets held under |leases are depreciated over their expected useful lives on the same basis
as owned assets or, where shorter, the term of the relevant lease.

An item of property and equipment is derecognised upon disposal or when no future economic
benefits are expected to arise from the continued use of the asset. Any gain or loss arising on

the disposal or retirement of an item of property and equipment is determined as the difference
between the sales proceeds and the carrying amount of the asset and is recognised in the statement
of profit or loss and other comprehensive income.

Depreciation

Depreciation is recognized so as to write off the cost of assets less their residual values over their
useful lives, using the straight-line method. The estimated useful lives, residual values and
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depreciation method are reviewed at the end of each reporting period, with the effect of any
changes in estimate accounted for on a prospective basis at the following annual rates:

Category Useful life Residual value
Aircraft and engine 20 years 10% of cost and nil
Buildings 25 years nil
Equipment and major overhauls 5-20 years nil
Furniture, fixtures and computer equipment S years nil
Vehicles S years nil
Aircraft

Aircraft are depreciated using the straight-line method over their average estimated useful life of
20 years.

Overhauls of major components and related expenditure, including replacement spares and labour

costs, are capitalised and amortised over the average expected life between major overhauls based
on flight hours and cycles.

All other replacement spares and other costs relating to maintenance of an aircraft are charged to
the statement of profit or loss and other comprehensive income upon consumption or as incurred
respectively.

Right-of-use assets are depreciated over the shorter period of the lease term and the useful life of the
underlying asset. If a lease transfers ownership of the underlying asset or the cost of the right-of-use
assets reflect that the Group expects to exercise a purchase option, the related right-of-use assets are
depreciated over the useful life of the underlying asset.

An item of property and equipment is derecognised upon disposal or when no future economic
benefits are expected to arise from the continued use of the asset. Any gain or loss arising on

the disposal or retirement of an item of property and equipment is determined as the difference
between the sales proceeds and the carrying amount of the asset and is recognised in the statement
of profit or loss and other comprehensive income.

Investment property

Investment properties are properties held to earn rentals or for capital appreciation (including
property under construction for such purposes). Investment properties are measured initially at cost,
including transaction costs. Subsequent to initial recognition, investment property is measured at
historical cost, net of accumulated depreciation and impairment loss. Depreciation is calculated on
a straight-line basis over the remaining useful life of the assets.

An investment property is derecognised upon disposal or when the investment property is
permanently withdrawn from use and no future economic benefits are expected from the disposal.
Any gain or loss arising on derecognition of the property (calculated as the difference between

the net disposal proceeds and the carrying amount of the asset} is included in statement of profit or
loss and other comprehensive income in the period in which the property is derecognized.
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Impairment of tangible assets

At each reporting date, the Group reviews the carrying amounts of its tangible assets to determine
whether there is any indication that those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is estimated in order to determine the extent
of the impairment loss (if any). Where it is not possible to estimate the recoverable amount of an
individual asset, the Group estimates the recoverable amount of the cash-generating unit to which
the asset belongs. Where a reasonable and consistent basis of allocation can be identified,
corporate assets are also allocated to individual cash-generating units, or otherwise they are
allocated to the smallest group of cash-generating units for which a reasonable and consistent
allocation basis can be identified.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value
in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset {or cash-generating unit) is estimated to be less than its
carrying amount, the carrying amount of the asset (or cash-generating unit) is reduced to its

recoverable amount. An impairment loss is recognised immediately in statement of profit or loss
and other comprehensive income.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-
generating unit) is increased to the revised estimate of its recoverable amount, but so that

the increased carrying amount does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset {or cash-generating unit) in prior
years. A reversal of an impairment loss is recognised immediately in statement of profit or loss and
other comprehensive income to the extent that it eliminates the impairment loss which has been

recognised for the asset in prior years. Any increase in excess of this amount is treated
as a revaluation increase.

Prepayment to suppliers

Prepayments are carried at cost less accumulated impairment losses. A prepayment is classified as
non-current when the goods or services relating to the prepayment are expected to be obtained
after one year, or when the prepayment relates to an asset which will itself be classified as non-
current upon initial recognition. Prepayments to acquire assets are transferred to the carrying
amount of the asset once the Group has obtained control of the asset and it is probable that future
economic benefits associated with the asset will flow to the Group. If there is an indication that the
assets, goods or services relating to a prepayment will not be received, the carrying value of the
prepayment is written down accordingly and a corresponding impairment loss is recognized in
statement of profit or loss and other comprehensive income for the period.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost comprises direct materials
and, where applicable, direct labour costs and those overheads that have been incurred in bringing
the inventories to their present location and condition. Cost is calculated using the weighted
average cost method. Net realisable value represents the estimated selling price less all estimated
costs of completion and costs to be incurred in marketing, selling and distribution.
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Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive} as a result
of a past event, it is probable that the Group will be required to settle the obligation, and a reliable
astimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the
present obligation at the reporting date, taking into account the risks and uncertainties surrounding
the obligation. Where a provision is measured using the cash flows estimated to settle the present

obligation, its carrying amount is the present value of those cash flows (where effect of the time value
of money is material).

When some or all of the economic benefits required to settle a provision are expected to be
recovered from a third party, the receivable is recognised as an asset if it is virtually certain that
reimbursement will be received and the amount of the receivable can be measured reliably.

Contingent liabilities attributable to specific events are disclosed unless the probability of
an outflow of resources embodying economic benefits is remote. Contingent assets are not
recognised but are disclosed when an inflow of economic benefits is probable.

Financial instruments

Financial assets and financial liabilities are recognised when the Group becames a party to
the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of financial assets and financial liabilities {other than
financial assets and financial liabilities at fair value through profit or loss) are added to or deducted
from the fair value of the financial assets or financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of financial assets or financial liabilities at fair
value through profit ar loss are recognised immediately in statement of profit or loss and other
comprehensive income.

Financial assets

Financial assets are classified into the following specified categories: cash and cash equivalentsand
trade and other receivables. The classification depends on the nature and purpose of the financial
assets and is determined at the time of initial recognition.

All financial assets are recognized and derecognized on a trade date where the purchase or sale of
a financial asset is under a contract whose terms require delivery of the financial asset within the
timeframe established by the market concerned, and are initially measured at fair value, plus
transaction costs, except for those financial assets classified as at FVTPL. Transaction costs directly
attributable to the acquisition of financial assets classified as at FVTPL are recognized immediately in
the statement of profit or loss and other comprehensive income.

All recognized financial assets that are within the scope of IFRS @ are required to be subsequently
measured at amortized cost or fair value on the basis of the entity’s business model for managing
the financial assets and the contractual cash flow characteristics of the financial assets.

Cash and cash equivalents

Cash and cash equivalents comprise bank balances, cash in transit and petty cash.
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Receivables

Receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. Receivables including trade and other receivables, bank balances and
cash are measured at amortized cost using the effective interest methaod, less any impairment.

Amortised cost and effective interest method

The effective interest method is a method of calculating the amortised cost of a debt instrument
and of allocating interest income over the relevant period.

For financial assets other than purchased or originated credit-impaired financial assets (i.e. assets
that are credit-impaired on initial recognition), the effective interest rate is the rate that exactly
discounts estimated future cash receipts {including all fees and points paid or received that form an
integral part of the effective interest rate, transaction costs and other premiums or discounts)
excluding expected credit losses, through the expected life of the debt instrument, or, where
appropriate, a shorter period, to the gross carrying amount of the debt instrument on initial
recognition. For purchased or originated credit-impaired financial assets, a credit-adjusted effective
interest rate is calculated by discounting the estimated future cash flows, including expected credit
losses, to the amortised cost of the debt instrument on initial recognition.

The amortised cost of a financial asset is the amount at which the financial asset is measured at
initial recognition minus the principal repayments, plus the cumulative amortisation using the
effective interest method of any difference between that initial amount and the maturity amount,
adjusted for any loss allowance. The gross carrying amount of a financial asset is the amortised cost
of a financial asset before adjusting for any loss allowance.

Interest income is recognised using the effective interest method for debt instruments measured
subsequently at amortised cost. For financial assets other than purchased or originated credit-
impaired financial assets, interest income is calculated by applying the effective interest rate to the
gross carrying amount of a financial asset, except for financial assets that have subsequently
become credit-impaired (see below). For financial assets that have subsequently become credit-
impaired, interest income is recognised by applying the effective interest rate to the amortised cost
of the financial asset. If, in subsequent reporting periods, the credit risk on the credit-impaired
financial instrument improves so that the financial asset is no longer credit-impaired, interest

income is recognised by applying the effective interest rate to the gross carrying amount of the
financial asset.

For purchased or originated credit-impaired financial assets, the Group recognises interest income
by applying the credit-adjusted effective interest rate to the amortised cost of the financial asset
from initial recognition. The calculation does not revert to the gross basis even if the credit risk of
the financial asset subsequently improves so that the financial asset is no longer credit-impaired.
Interest income is recognised in the statement of profit or loss and other comprehensive income
and is included in the "finance income — interest income" line item.

The carrying amount of financial assets that are denominated in a foreign currency is determined in
that foreign currency and translated at the spot rate at the end of each reporting period.
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Impairment of financial assets

The Group recognizes a loss allowance for expected credit losses on investments in debt
instruments that are measured at amortised cost. The amount of expected credit losses is updated

at each reporting date to reflect changes in credit risk since initial recognition of the respective
financial instrument.

The expected credit losses on trade receivables are estimated using a provision matrix based on the
Group's historical credit loss experience, adjusted for factors that are specific to the debtors,
general economic conditions, credit ratings and an assessment of both the current as well as

the forecast direction of conditions at the reporting date, including time value of money where
appropriate.

{if  Significant increase in credit risk

In assessing whether the credit risk on a financial instrument has increased significantly since initial
recognition, the Group compares the risk of a default occurring on the financial instrument at the
reporting date with the risk of a default occurring on the financial instrument at the date of initial
recognition. In making this assessment, the Group considers both quantitative and qualitative
information that is reasonable and supportable, including historical experience and forward-looking
information that is available without undue cost or effort. Forward-looking information considered
includes the future prospects of the industries in which the Group's debtors operate, obtained from
economic expert reports, financial analysts, governmental bodies, relevant think-tanks and other
similar organizations, as well as consideration of various external sources of actual and forecast
economic information that relate to the Group’s core operations.

In particular, the following information is taken into account when assessing whether credit risk has
increased significantly since initial recognition:

*  Anactual or expected significant deterioration in the financial instrument’s external
(if available) or internal credit rating;

s Significant deterioration in external market indicators of credit risk for a particular financial
instrument, e.g. a significant increase in the credit spread, the credit default swap prices for
the debtor, or the length of time or the extent to which the fair value of a financial asset has
been less than its amortized cost;

e  Existing or forecast adverse changes in business, financial or economic conditions that are
expected to cause a significant decrease in the debtor’s ability to meet its debt obligations;

¢ Anactual or expected significant deterioration in the operating results of the debtor;
¢  Significant increases in credit risk on other financial instruments of the same debtor;

*  Anactual or expected significant adverse change in the regulatory, economic, or technological

environment of the debtor that results in a significant decrease in the debtor's ability to meet
its debt obligations.

Irrespective of the outcome of the above assessment, the Group presumes that the credit risk
on a financial asset has increased significantly since initial recognition when contractual payments

are more than 30 days past due, unless the Group has reasonable and supportable information that
demonstrates otherwise.
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Despite the foregoing, the Group assumes that the credit risk on a financial instrument has not
increased significantly since initial recognition if the financial instrument is determined to have
low credit risk at the reporting date. A financial instrument is determined to have low credit risk if:

1. The financial instrument has a low risk of default,

The debtor has a strong capacity to meet its contractual cash flow obligations in the near
term, and

3. Adverse changes in economic and business conditions in the longer term may, but will not
necessarily, reduce the ability of the borrower to fulfil its contractual cash flow obligations.

The Group considers a financial asset to have low credit risk when the asset has external credit
rating of ‘investment grade’ in accordance with the globally understood definition or if an external
rating is not available, the asset has an internal rating of ‘performing’. Performing means that

the counterparty has a strong financial position and there is no past due amounts.

The Group regularly monitors the effectiveness of the criteria used to identify whether there has
been a significant increase in credit risk and revises them as appropriate to ensure that the criteria are
capable of identifying significant increase in credit risk before the amount becomes past due.

{ii)  Definition of default

If historical experience indicates that financial assets, for which information developed internally or
obtained from external sources indicates that the debtor is unlikely to pay its creditors, including

the Group, in full, the Group considers this as an event of default for internal risk management
purposes.

Irrespective of the above analysis, the Group considers that default has occurred when a financial
asset is more than 90 days past due unless the Group has reasonable and supportable information
to demonstrate that a more lagging default criterion is more appropriate.

{iii) Credit-impaired financial assets

A financial asset is credit-impaired when one or more events that have a detrimental impact on the
estimated future cash flows of that financial asset have occurred. Evidence that a financial asset is
credit-impaired includes observable data about the following events:

{3} Significant financial difficulty of the issuer or the borrower;
{b) A breach of contract, such as a default or past due event (see (ii) above};

(c} The lender(s) of the borrower, for economic or contractual reasons relating to the borrower’s

financial difficulty, having granted to the borrower a concession(s) that the lender{s}) would
not otherwise consider;

{d) Itis becoming probable that the borrower will enter bankruptcy or other financial
reorganisation; or

(e} The disappearance of an active market for that financial asset because of financial difficulties.

It may not be possible to identify a single discrete event instead; the combined effect of several
events may have caused financial assets to become credit-impaired. The Group assesses whether
debt instruments that are financial assets measured at amortized cost or FVTOCI are credit-
impaired at each reporting date. To assess if soveraign and carporate debt instruments are credit
impaired, the Group considers factors such as bond vyields, credit ratings and the ability

of the borrower to raise funding.
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(iv] Write-off policy

The Group writes off a financial asset when there is information indicating that the debtor is in
severe financial difficulty and there is no realistic prospect of recovery, e.g. when the debtor has
been placed under liquidation or has entered into bankruptcy proceedings, or in the case of trade
receivables, when the amounts are over two years past due, whichever occurs sooner. Financial
assets written off may still be subject to enforcement activities under the Group’s recovery
procedures, taking into account legal advice where appropriate. Recoveries resulting from

the Group’s enforcement activities will result in impairment gains and recognised in the statement
of profit or loss and other comprehensive income.

{v} Measurement and recognition of expected credit losses

The measurement of expected credit losses is a function of the probability of default, loss given
default {i.e. the magnitude of the loss if there is a default) and the exposure at default.

The assessment of the probability of default and loss given default is based on historical data
adjusted by forward-looking information as described above. As for the exposure at default, for
financial assets, this is represented by the assets’ gross carrying amount at the reporting date.

For financial assets, the expected credit loss is estimated as the difference between all contractual
cash flows that are due to the Group in accordance with the contract and all the cash flows that the
Group expects to receive, discounted at the original effective interest rate.

If the Group has measured the loss allowance for a financial instrument at an amount equal to
lifetime ECL in the previous reporting period, but determines at the current reporting date that the
conditions for lifetime ECL are no longer met, the Group measures the loss allowance at an amount

equal to 12-month ECL at the current reporting date, except for assets for which simplified
approach was used.

The Group recognizes an impairment gain or loss in the statement of profit or loss and other
comprehensive income for all financial instruments with a corresponding adjustment to their
carrying amount through a loss allowance account for which the loss allowance is recognized in
other comprehensive income and accumulated in the investment revaluation reserve, and does not
reduce the carrying amount of the financial asset in the statement of financial position.

Derecognition of financial assets

The Group derecognizes a financial asset only when the contractual rights to the cash flows from
the asset expire; or it transfers the financial asset and substantially all the risks and rewards of
ownership of the asset to another entity. If the Group neither transfers nor retains substantially all
the risks and rewards of ownership and continues to control the transferred asset, the Group
recognizes its retained interest in the asset and an associated liability for amounts it may have to
pay. If the Group retains substantially all the risks and rewards of ownership of a transferred
financial asset, the Group continues to recognize the financial asset and also recognizes

a collateralised borrowing for the proceeds received.

On derecognition of a financial asset measured at amortised cost, the difference between the asset’s
carrying amount and the sum of the consideration received and receivable is recognised in the
statement of profit or loss and other comprehensive income. In addition, on derecognition of an
investment in a debt instrument classified as at FVTOCI, the cumulative gain or loss previously
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accumulated in the investments revaluation reserve is reclassified to statement of profit or loss and
other comprehensive income. In contrast, on derecognition of an investment in an equity instrument
which the Group has elected on initial recognition to measure at FVTOCI, the cumulative gain or loss
previously accumulated in the investments revaluation reserve is not reclassified to statement of
profit or loss and other comprehensive income, but is transferred to retained earnings.

Financial liabilities and equity instruments issued by the Group

Classification as debt or equity

Debt and equity instruments issued by the Group are classified as either financial liabilities or as
equity in accordance with the substance of the contractual arrangements and the definitions of
a financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity
after deducting all of its liabilities. Equity instruments issued by the Group are recorded at
the proceeds received, net of direct issue costs.

Financial liabilities

All financial liabilities are measured subsequently at amortised cost using the effective interest
method.

Howaever, financial liabilities that arise when a transfer of a financial asset does not qualify for
derecognition or when the continuing involvement approach applies, and financial guarantee

contracts issued by the Group, are measured in accordance with the specific accounting policies set
out below.

Financial liabilities measured subsequently at amortised cost

Financial liabilities that are not (i) contingent consideration of an acquirer in a business
combination, (ii) held for trading, or (iii) designated as at FVTPL, are measured subsequently at
amortised cost using the effective interest methaod.

The effective interest method is a method of calculating the amortised cost of a financial liability
and of allocating interest expense over the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash payments (including all fees and points paid or
received that form an integral part of the effective interest rate, transaction costs and other
premiums or discounts) through the expected life of the financial liability, or (where appropriate)
a shorter peried, to the amortised cost of a financial liability.

Financial guarantee contract liabilities

A financial guarantee contract is a contract that requires the issuer to make specified payments to
reimburse the holder for a loss it incurs because a specified debtor fails to make payments when
due in accordance with the terms of a debt instrument,

Financial guarantee contract liabilities are measured initially at their fair values and, if not

designated as at FVTPL and do not arise from a transfer of an asset, are measured subsequently at
the higher of:
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¢  The amount of the loss allowance determined in accordance with IFRS 9 (see financial assets
above); and

e  The amount recognised initially less, where appropriate, cumulative amortisation recognised
in accordance with the revenue recognition policies set out above.

Foreign exchange gains and losses

For financial liabilities that are denominated in a foreign currency and are measured at amortised
cost at the end of each reporting period, the foreign exchange gains and losses are determined
based on the amortised cost of the instruments. These foreign exchange gains and losses are
recegnised in the ‘other gains and losses’ line item in the statement of profit or loss and other
comprehensive income for financial liabilities that are not part of a designated hedging relationship.
For those which are designated as a hedging instrument for a hedge of foreign currency risk, foreign
exchange gains and losses are recognised in other comprehensive income and accumulated in a
separate component of equity.

The fair value of financial liabilities denominated in a foreign currency is determined in that foreign
currency and translated at the spot rate at the end of the reporting period. For financial liabilities
that are measured as at FVTPL, the foreign exchange component forms part of the fair value gains
or losses and is recognised in the statement of profit or loss and other comprehensive income for
financial liabilities that are not part of a designated hedging relationship.

Derecognition of financial liabilities

The Group derecognizes financial liabilities when, and only when, the Group’s obligations are
discharged, cancelled or they expire. The difference between the carrying amount of the financial

liability derecognized and the consideration paid and payable is recognized in statement of profit or
loss and other comprehensive income.

Offsetting

Financial assets and financial liabilities are offset and the net amount reported in the statement of
financial position only when there is a legally enforceable right to offset the recognised amounts
and there is an intention to settle on a net basis, or to realise the assets and settle the liability
simultaneously, Income and expense is not offset in the statement of profit or loss and other
comprehensive income unless required or permitted by any accounting standard or interpretation,
and as specifically disclosed in the accounting policies of the Group,
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4,

RECLASSIFICATIONS

Certain comparatives for 2019 have been reclassified in order to conform to the presentation for
the current year. Such reclassifications were made to improve the quality of presentation and do
not affect previously reported profit or equity.

As previously Reclassification

Financial statement line item reported amount As reclassified
Operating cost {27,924} 27,924 -
On-ground service - (12,336} {12,336)
Material - {2,843) (2,843}
Repair and technical maintenance - (5,463) {5,463)
Aircraft crew cost - {3,002) {3,002)
Insurance . (802) {802)
Other expenses {1,912} {3,478) [5,390)
Impairment of financial assets - (3,409} (3,409}
Operating loss (47,748) {3,408) {51,157}
Impairment of financial assets (3,409) 3,409 .
Profit before income tax 697 3,409 697

CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies, which are described in Note 3, management is
required to make judgments, estimates and assumptions about the carrying amounts of assets and
liabilities that are not readily apparent from other sources. The estimates and associated
assumptions are based on historical experience and other factors that are considered to be
relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period or in the period of the revision and future periods if the revision affects
both current and future periods.

The following are the critical judgments and estimates that management have made in the process
of applying the Group’s accounting policies and that have the most significant effect on the
amounts recognised in the consolidated financial statements.

Critical judgments in applying accounting policies and estimates

Leases

The determination of whether an arrangement is, or contains a lease, is based on the substance of
the arrangement at the inception date and whether the fulfilment of the arrangement is dependent
on the use of a specific asset or assets or the arrangament conveys a right to use the asset or
assets, even if that right is not explicitly specified in an arrangement.

The determination of the discount rate is a significant judgement. IFRS 16 requires that a lessee

measures the lease liability at the present value of the lease payments, using the interest rate
implicit in the lease as a discount rate, if that rate can be readily determined. As the implicit interest
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rate is not readily available in the agreements, the Group used incremental borrowing rate as of the
transition date to discount lease payments. In order to determine the incremental borrowing rate
for a particular lease, management considers the following terms and conditions of the lease:

*  The amount needed to obtain an asset of a similar value to the right-of-use asset arising from
the lease;

. Over a similar term to the lease term;
e With asimilar security to the security (collateral) in the lease; and
. In a similar economic environment to that of the lease.

Taxation

Significant judgment is required in determining the provision for income taxes. There are many
transactions and calculations for which the ultimate tax determination is uncertain. The Group
recognizes liabilities for anticipated additional tax assessments as a result of tax audits based on
estimates of whether it is probable that additional taxes will be due. Where the final tax outcome
of these matters is different from the amounts that were initially recorded, such differences will
impact the income tax provisions in the period in which such determinations are made. Fiscal
periods remain open to review by the tax authorities in respect of taxes for the three calendar years
preceding the year of tax review. Under certain circumstances reviews may cover longer periods.
While the Group believes it has provided adequately for all tax liabilities based on its understanding
of the tax legislation, the above facts may create additional financial risks for the Group.

Pledge of assets for the former related party’s obligations

Property and equipment and investment property with net book value of AZN 13,839 thousand and
AZN 2,819 thousand (2019: AZN 14,121 thousand and AZN 2,876 thousand) are pledged for the
former related party’s obligations.

It was agreed by the parties as part of the deal when the control over the Group was acquired by a
current ultimate controlling party, that certain items of property and equipment and investment
property were continued under pledge of the former parent’s company until the date of its
maturity in 2026. The Group management is monitoring the fulfilment of obligations by the party
which was in compliance with debt contract terms as at 31 December 2020 and subsequent to the
reporting date. Therefore the management considers the risk of assets’ loss or impairment as
unlikely in the foreseeable future.

Key sources of estimation uncertainty

The below are listed key estimations that management have used in the process of applying the
Group's accounting policies and that have the most significant effect on the amounts recognized in
the consolidated financial statements.

impairment test of property and equipment and right-of-use assets

The Group’s non-financial assets are tested for impairment at each reporting date if there are
indicators of impairment of individual assets or related cash generating units (CGUs).
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Management has identified indicators of possible impairment of non-financial assets related to one
of the Group’s CGU (business jet air transportation service line) due to decreased earnings. The
main group of non-financial assets of this cash generating unit is represented by aircraft fleet
accounted as fixed assets with a carrying amount of AZN 41,390 thousand and right-of-use assets
with a carrying amount of AZN 70,548 thousand less provision for restoration of leased aircraft in
the amount of AZN 2,364 thousand.

The recoverable amount of non-financial assets was determined by the Group based on its fair
value less costs to sell as of 31 December 2020, The fair value measurements of the Group's aircraft
as at 31 December 2020 were performed by independent appraisers, not related to the Group.
Details of the valuation technigues and key assumptions used are set out in Note 11 and Note 12.
As a result of a test, the Group recognised AZN 5,834 thousand impairment loss for 2020.

Useful lives of property and equipment

The Group's property and eguipment are depreciated using the straight-line method over their
estimated useful lives which are based on management’s business plans and operational estimates.
When parts of an item of property and equipment have different useful lives, they are accounted
for as separate items (major components) of praperty and equipment.

The factors that could affect the estimation of the life of a non-current asset and its residual value
include the following:

s  Changes in maintenance technology;
e  Changes in regulations and legislation; and
o  Unforeseen operational issues.

Any of the above could affect prospective depreciation of property and equipment and their
carrying and residual values. The estimation of the useful lives of items of property and equipment
is a matter of judgment based on the Group’s experience with similar assets. The future economic
benefits embodied in the assets are consumed principally through use. However, other factors,
such as technical or commercial obsolescence and condition of the assets {including operational
factors and utilization of maintenance programs}, often will result in a change of the economic
benefit from these assets.

Management periodically reviews the appropriateness of the remaining useful lives of property and
equipment. Revisions to estimates of the useful lives of items of property and equipment are
recognized prospectively in the period of the revision and where applicable, future periods.
Accordingly, this may impact the amount of depreciation charge and carrying amount of property
and equipment to be recognized in the future.

Residual value of aircraft is based on the estimated future fair value of the aircraft at the end of
useful life and changes in these estimations may have significant effect on results for the periods.

Overhaul provisions

Overhaul provisions for aircraft under leases are accrued using the estimated maintenance costs for
aircraft to fulfil these return conditions. Management estimates the maintenance costs of major
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overhauls for aircraft held under leases at the end of gach reporting period and accrues such costs
over the lease term. The calculation of such costs includes a number of variable factors and
assumptions, including the anticipated utilisation of the aircraft and the expected costs of
maintenance. Different estimates could significantly affect the estimated overhaul provision and
the results of operations.

As at 31 December 2020, overhaul provisions of the Group amounted to AZN 5,606 thousand
{2019: AZN 2,493 thousand) and details are disclosed in Note 23.

REVENUE
Year ended Year ended

31 December 2020 31 December 2019
On-ground services 88,505 20,010
Business aviatien 35,399 36,987
Catering revenue 22,655 5,719
Technical maintenance and agents’ fee 12,243 701
Rental income from investment property 10,102 -
Construction revenue 10,037 161
Other revenue 3,386 407
Tatal 182,327 63,985

Rental income from investment property consists of rental income generated from the leasing of
buildings by the related party.

Other revenue mainly consists of AZN 2,477 thousand revenue from transportation to and from
airport and cleanings services for the year 2020 (2019: nil).

Revenue generated from Silk Way Airlines and its subsidiaries in 2020 represent more than 32%

{2019: 3% of total revenue) of the total Group revenue {2020: AZN 58,121 thousand and 2013: AZN
1,980 thousand).

EMPLOYEE COSTS
Year ended Year ended
31 December 2020 31 December 2019
Salaries and bonuses 32,965 5,697
Social taxes 6,323 1,010
Total 39,288 6,707

The Group recognised AZN 4,967 thousand government grant due to COVID-195. All of the
government grant was obtained from the Ministry of Finance of Azerbaijan Republic representing
support of local companies suffered from pandemic to cover employee costs and respectively

presented net of employee costs category. There were no unfulfilled conditions or contingencies
attached to the grant at the year end.

34



“ASG BUSINESS AVIATION" LIMITED LIABILITY COMPANY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020
{in thousonds of Azerbaijani Manats)

10.

FINANCE COST, NET

Finance cost

Interest on lease liabilities

Interest on loans and borrowings
Unwinding of discount related to provision
Total finance cost, net

Unwinding of security deposit

Interest incame on leases

Total finance income

Finance cost, net

INCOME TAX BENEFIT / {EXPENSE)

Current income tax expense
Deferred tax (expense) / benefit

Total income tax (expense) / benefit

Year ended Year ended
31 December 2020 31 December 2019
8,201 9,811
6,119 .
912 144
15,232 9,955
[148) {135)
{232} -
(380) {135}
14,852 9,820
Year ended Year ended
31 Pecember 2020 31 December 2019
{7,941) 10,927
{7,941} 10,927

The income tax expense for the year calculated at statutory income tax rate of 20% can be

reconciled to the accounting profit as follows:

Profit before income tax

Income tax expense at statutory tax rate

£ffect of non-recognized tax losses

Utilization of previously non-recognized tax losses
Effect of non-taxable / non-deductible items

Total income tax (expense) / benefit

DEFERRED TAX

Year ended Year ended
31 December 2020 31 December 2019
35,958 697
(7,192} {139}
(320) -
- 12,182
(429) {1,116)
{7,941) 10,927

Deferred income taxes reflect the net tax effects of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for income
tax purposes. The tax effect on the major temporary differences that give rise to the deferred

liabilities as at 31 December 2020 and 2019 is presented helow:
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Movement in temporary differences during the year

Recognized in 31 December
1 January 2020 profit or loss 2020
Trade and cther receivables 783 1,322 2,105
Property and equipment {1,089) {1,529) (2,618)
Provision 28 182 211
Trade and other payables 556 {98) 458
Lease liabilities 3,520 434 4,014
Other assets 184 {20) 164
flecognized tax losses 9,922 {9,273) 649
Right-of-use-assets {4,087} 981 {3,106)
Total 9,818 (7,941} 1,877
1 January Recognized in 31 December
2015 profit or loss 2019

Cash and cash equivalents 70 {70)

Other current assets {40) 40 -
Trade and other receivables 750 33 783
Property and eguipment (532) (557) {1,089}
Provision 78 {49) 29
Trade and other payables 210 346 556
Lease abligations (1,645} 5,165 3,520
Other assets - 184 184
Recognized tax losses 9,922 9,922
Right-of-use-assets {4,087) (4,087)
Tatal {1,109) 10,927 9,818
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As at 31 December 2020 and 2019, the book value of fully depreciated property and equipment
that is still in use was AZN 1,546 thousand and AZN 1,657 thousand, respectively.

As at 31 December 2020, net book value of property and equipment totaling AZN 13,419

thousand were pledged as a collateral on loans and borrowings received from Premium Bank.
(2019: nil).

During 2020, the Group recognised AZN 4,354 thousand impairment losses on aircraft (Note 5).
The Group determined recoverable amount based on fair value of aircraft as at 31 December
2020, The fair value measurements of the Group’s aircraft as at 31 December 2020 were performed
by Morten Beyer & Agnew, independent appraiser, not related to the Group. The appraisers have
appropriate qualifications and recent experience in the fair value measurement of respective aircraft
types. The valuation conforms to International Valuation Standards and was based on recent market
transactions on arm’s length terms for similar aircraft.

The fair value was determined based on the market comparable approach that reflects recent
transaction prices for similar properties but adjusted for the actual technical status and maintenance
condition of the aircraft. Methodology outlined above means that MBA calculated best estimate of
trading price under current market conditions for comparable aircraft {same type, same age, mid-life
technical maintenance status) using its database and later adjusted this price by considering the
actual technical status and maintenance condition of each aircraft. In estimating the fair value

of the properties, the highest and best use of the properties is their current use. Maintenance
condition, including change in aircraft resource and maintenance events took place for certain aircraft
and its components are critical technical inputs used by independent appraisers for valuation of
aircraft.

Details of revaluation of the Group’s property and equipment and relevant fair value hierarchy as at
31 December 2020 is as follows:

Fair value as at
31 December
Level 1 Level 2 Level 3 2020

Property and equipment {Aircraft) . - 37,036 37,036
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12. RIGHT-OF-USE ASSETS

Aircraft Qverhauls Total
Cost
Balance at 1 January 2019 .
Additions 21,691 2,349 24,040
Transferred from property and equipment 83,306 - 83,306
Balance at 31 December 2019 104,997 2,349 107,346
Additions - 2,187 2,187
Transferred to property and equipment [21,323) - {21,323)
Balance at 31 December 2020 83,674 4,536 88,210
Accumuloted depreciation
Balance at 1 January 2019 - #
Transferred from property and equipment 17,530 - 17,530
Charge for the year 4,223 1,830 6,053
Balance at 31 December 2019 21,753 1,830 23,583
Transferred to property and equipment {10,948) - {10,948)
Impairment losses 1,480 - 1,480
Charge far the year 4,686 342 5,028
Balance at 31 December 2020 16,971 2,172 19,143
Carrying volue
At 31 December 2019 83,244 519 B3,763
At 31 December 2020 66,703 2,364 69,067
Carrying amount if no impairment took place
As at 31 December 2019 83,244 519 83,763
As at 31 December 2020 68,183 2,364 70,547

During 2020, one of the leases was fully repaid ahead of schedule and title of the aircraft was
transferred to the Group. Consequently, the balance of aircraft was reclassified to property and
equipment.

During 2020, the Group recognised AZN 1,480 thousand impairment losses for right-of-use aircraft
as a result of impairment test performed (Note 5). The Group determined recoverable amount to
be a fair value of the aircraft as at 31 December 2020. The fair value measurements of the Group’s
aircraft were performed by MBA, independent appraisers, not related to the Group. The same
methodology was applied for those aircraft as stated in Note 11.

Details of the Group's right-of-use asset and information about the fair value hierarchy as at
31 December 2020 is as follows:

Fair value as at
31 December
Level 1 Level 2 Level 3 2020

Right-of-use asset {Aircraft) . - 66,703 66,703
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{in thousands of Azerbaijani Manats)

13.

14.

15.

INVESTMENT PROPERTY

The Group owned buildings in order to earn rental income of AZN 4,984 thousand (2015: AZN 3,138
thousandy} classified as investment property. The Group recognized its investment properties using
cost model as at 31 December 2020 and 2019.

Fair value of investment property as of 31 December 2020 and 2019 was AZN 12,615 thousand and
AZN 6,714 thousand respectively. The fair value of the Group’s investment property are classified
within Level 3 category as the fair value of investment properties can be measured based on
unobservable inputs and significant judgement is required in arriving at the fair value.

Rental income from investment property for the year ended 31 December 2020 was AZN 10,102
thousand (2019: nil} {Note 5}.

INVENTORIES

31 Dacember

31 December

2020 2015
Stares, spare parts and consumables 9,906 11,522
Cther materials 1,932 564
Less: allowance for slow-moving inventory {1,595) {1,585)
Total inventory 10,243 10,491

TRADE AND OTHER RECEIVABLES

31 December

31 December

2020 2019
Trade Receivables 49,558 17,272
Other receivables 42 26,911
Tax receivables 1,935 1,342
Less: Expected Credit Losses {7,025) {4,072}
44,510 41,453

The average credit period on provision of services is 30 days. No interest is charged on outstanding

trade receivables.

The Group measures the loss allowance for trade receivables at an amount equal to lifetime ECL.
The expected credit losses on trade receivables are astimated using a provision matrix by reference
to past default experience of the debtor and an analysis of the debtor’s current financial position,
adjusted for factors that are specific to the debtors, general economic conditions of the industry in
which the debtors operate and an assessment of both the current as well as the forecast direction
of conditions at the reporting date. The Group has considered a probability of default of 100 per
cent against all receivables over 90 days past due because historical experience has indicated that

these receivables are generally not recoverable.






