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To the Board of Trustees of Insurance Foundation for Servicemen
Opinion

We have audited the financial statements of Insurance Foundation for Servicemen (the “Foundation”),
which comprise the statement of financial position as of 31 December 2021, and the statement of
comprehensive income, statement of changes in net assets and statement of cash flows for the year then
ended, and notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of
the Foundation as of 31 December 2021, and of its financial performance and its cash flows for the year
then ended in accordance with International Financial Reporting Standards (IFRSs").

Basis for Opinion

We cenducted our audit in accordance with International Standards on Auditing (*ISAs”). Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit
of the Financial Statements section of our report. We are independent of the Foundation in accordance
with the International Ethics Standards Board for Accountants’ Code of Ethics for Professional
Accountants (the “IESBA Code”) together with the ethical requirements that are relevant to our audit of
the financial statements in the Republic of Armenia, and we have fulfilled our other ethical responsibilities
in accordance with those ethical requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Other Matter

The financial statements of the Foundation as of and for the year ended 31 December 2020 were audited
by another auditor, whose auditor's report dated 30 April 2021 expresses an unqualified opinion on those
financial statements.

In addition, as described in the note 21, the Foundation reclassified some items in the comparative
financial statements as of and for the year ended 31 December 2020 to make them consistent with the
presentation of the current financial statements. We have also audited those reclassifications.

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

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRSs, and for such internal control as management determines is necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to fraud or
error.
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In preparing the financial statements, management is responsible for assessing the Foundation’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless those authorized by the legislation of the Republic of Armenia
either intend to liquidate the Foundation or to cease operations, or has no realistic aiternative but to do
s0.
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& Those charged with governance are responsible for overseeing the Foundation's financial reporting
process.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are

= free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that

1 includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs 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

i aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
- basis of these financial statements.

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

* |dentify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
“'"1 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 error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

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

—3 » Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
] estimates and related disclosures made by management.

« Conclude on the appropriateness of management's use of the going concern basis of accounting and,
o based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Foundation’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 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 Foundation to cease to continue as a
going concern,

* Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in

LJ a manner that achieves fair presentation.

We communicate with these charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit fi f‘ndlngs including any significant deficiencies in

internal control that we identify dunng Dur audtt )

Armen Hovhannisyan u"‘ E'r'ﬁ'i‘l Vassilyan FCC
Chief Executive Officer

30 May 2022
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In thousand drams

Assets

Non-current assels

Property and equipment

Intangible assets

Investments in government debt securities
Funds placed in banks

Current assets

Accounts receivables

Investments in government debt securities
Funds placed in banks

Cash and cash equivalents

Total assets

Liabilities

Non-current liabilities
Liabilities on compensations
Lease liabilities

Current liabilities

Liabilities on compensations
Lease liabilities

Accounts payables

Net assels

Revaluation reserve on securities measured at fair

value through other comprehensive income
(Accumulated loss)/retained earnings

Total liabilities and net assets

Karine Sarkissian %’ Yoo
Chief Executive Officer ,,"‘O-:,; o

Statement of financial position

As of 31 Asof 31

Note December 2021 December 2020
156,733 -

3,436 -

4 1,402,309 3,342,575
5 7,303,869 4,721,415
8,866,347 8,063,990

6.974 -

4 1,884,276 50,198
& 10,497,727 16,732,791
6 2,470,298 9,460,069
14,859,275 26,243,058

23,725 622 34,307,048

T 102,912,893 23,694,770
33,651 -

102,946,544 23,694,770

7 12,176,620 3,309,737
40,343 -

9,129 -

12,226,092 3,300,737

(29,979) 67,349

(91,417,035) 7,235192

(91,447,014) 7,302,541

23,725,622 34,307,048

The financial statements were approved-en 30 May 2022 by:

=,

Lusine Zurabyan
. Chief Accountant

147

The statement of financial position is'to be read in conjunction with the notes to and forming part of the
financial statements set out on pages 9 to 29"

Insurance Foundition for Servicemen

Financiai Statemants
31 Decomber 2021




Statement of changes in net

assets

in thousand drams

as of 1 January 2020

Result for the year

Other comprehensive loss for the year
Total comprehensive loss for the year

as of 31 December 2020
Result for the year
Other comprehensive loss for the year

Total comprehensive loss for the year

as of 31 December 2021

Revaluartion
reserve on
securities
measured 21
fair value Retalned
through other samings/i{ascu-
ccmprehensive mulated
ncome loss) ~ Total
148472 16, 772881 16,821,353
- {5,537 B29) (9,537 509)
(81,123) - (81,123)
(51,123) {9.537,65%) (8,678,812)
67.349 7236182 7302541
- (58.652,227) (98 652 227)
(97,328) . (97 328)
{97 328) (98,652,227) {98,749 .555)
{20.979) (61,417,035) (91,447 014)

The statement of changes in net assets is to be read in conjunction with the notes to and farming part of
the financial statements set out on pages 9 to 29
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Statement of cash flows

In thousand drams

Cash flows from operaling activities

Received mandatory paymenis and denzlions
Provided compensations

Labor expenses

Other income

Cther expenses

Met cash fromdused in) operating activities

Cash flows from investing activities
Acquisition of properly and equipment
Funds placed in banks

Investments in government debt securities
Repayment of funds placed in banks

Proceeds from redemption of investments in gavernment debt
saecurities,

Interest received from funds placed in banks and cther
financial institutions

Interest received from investments in government cebt
securities

Mef cash from investing activilies

Net increase/{decrease) in cash and cash equivalents
Foreign exchange effect on cash

Expected credit loss effect on cash and cash aquivalents
Cash and cash equivalents at the beginning of the year
Cash and cash equivalenls at the end of the year

Year ended 37

Year ended 31

December 2021 Decamber 2020

32,173,532 17.110.134

(44 483 704) (8,029 825)

(50,8670) -

28 650

(95,041) {18}
(12.455,595) 9.1:-&&,5_4_ 3

(88 455) g

(12,825 000) {14,345 014}

- (158 348)

15,770,000 12847 777

- 300,000

2,323,285 1,886 365

285,500 EBG.EDD_

5465,331 380,383

06,920 654) 9,461,226

{254 -

1,157 {1,157)

G,460,069 -

2470 268 9,462,069

The statement of cash flows is to be read In cenjunction with the nates to and forming part of the financal

statements set out on pages 9 to 28,
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Notes to the financial statements

1 Nature of operations and general information

Insurance Foundation for Servicemen (hereinafter the “Foundation”) was founded on 13 January 2017 as
not-for-prefit organization.

The Foundation was established to provide stable, equal compensation for the well-being of fallen,
missing and disabled soldiers and their families while defending the homeland borders.

The founder of the Foundation is the Central Bank of the Republic of Armenia.

The Foundation is financed from mandatory monthly payments of taxpayers in Armenia (based on the
amount of income) and donations received from other donors.

The address of the Foundation is 26/1 Vazgen Sargsyan, 0010 Yerevan, RA.
The Board of Trustees consists of 7 members.
The main goals of the Foundation are the following:

« Compensation for damages caused to the life or health of servicemen during the defense of the
Republic of Armenia, participation in combat operations or in combat duty on the contact line
with the enemy, or while performing a special task, and carrying out operations defined by law to
ensure that purpose.

* Encourage everyone to support the soldiers of Armenian army by donating for their life
insurance.

Business environment

The situation in the Republic of Armenia has intensified as a result of the war unleashed by the Republic
of Azerbaijan. Despite the ceasefire agreement, the consequences of the war on Armenia’s economy,
both in the short and long term, are still uncertain.

These events may have a further significant impact on the Foundation's future operations and financial
stability, the full consequences of which are currently difficult to predict. The future econoemic and political
situation and its impact on the Foundation's operations may differ from the management's current
expectations,

These financial statements do not reflect the potential future impact of the above on the Foundation's
operations.

2 Basis of preparation

2.1 Statement of compliance

The financial statements have been prepared in accordance with International Financial Reporting
Standards ("IFRSs") as issued by the International Accounting Standards Board (‘IASB’). They have
been prepared under the assumption that the Foundation operates on a going concern basis.

Currently, IFRSs do not contain specific guidance for non-profit organizations and non-governmental
organizations concerning the accounting treatment and presentation of financial statements. Where
IFRSs do not give guidance on how to treat transactions specific to not for profit sector, accounting
policies have been based on the general principles of IFRSs, as detailed in the International Accounting
Standards Board ("IASB") The Conceptual Framework for Financial Reporting.

Insursnes Foud
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2.2 Basis of measurement

The financial statements have been prepared on an accruals basis and under the histarical cost
convention with the exception of certain financial instruments. Investiments in government d2bl securities
are presented in the financial statement at fair value through other comprehensive income. Leass
liabilities are stated at present discounted value of future cash flows. Other financial assats and liabilities
are stated at amortized cost.

2.3 Functional and presentation currency

The national currency of Armenia is the Armenian cram ("dram"), whicn is the Founcation's functicnal
currency, since this currency best reflects the economic substance of the unde-lying events ard
transactions of the Foundation,

These financial statements are presented in Armenian drams (unless ctherwise stated), since
management believes that this currency is more useful for the users of these financial stataments. All
financial information presented in Armerian drams has been rounded to the nearest thcusand.

24 Use of estimates and judgment

The preparation of financial statements In confermity with IFRSs requires managamen: to make critical
accounting estimates and assumptions that affect the reporad amounts of assets and liabilties at the
date of the financial statements and the reported amounts of income and expenses during the reporting
period. Significant areas invelving a higher degree of judgment or complexity, or arsas whara
assumptions and estimates are significant to the financial statemenls are disclosed in note 14 o the
financial statements.

2.5 Adoption of new and revised standards

In the current year the Foundation has adepted all of the new and revised Standards and Interpratalions
issued by the International Accounting Standards Beard (the “IASE") and International Financial
Reporting Interpretations Committee (the “IFRIC"} of the IASE that are ralevant to its operations and
eftective for annual reporting pericds beginning on 1 January 2021,

The nalure and the effect of these changes are disclosed below

New and revised standards and interpretations that are effective for annual periods beginning on
or alter 1 January 2021

MNew standards and amendments described below and applied for the first time in 2021 dig not have 3
material impact on the annual financial statamants of the Foundation:

Standard Title of Standard or Interpretation

Vanous Interest Rate Benchma Reform Phaza 2 (Amendmenis o IFRS 5, 145 39, IFRS
16, IFRS 4, IFRS 7)

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

Al the date of authorization of these financial stalements, certain new standards, amardments and
interpretations to existing standards have been publishad by the IASB but are not yet alfective, and have
not been adopted early by the Foundation.

Management anticipates that all of the relevant pronouncements will be adopied in the Foundation’s
accounting policies for the first period beginning on cr after the effective date of she pronouncemean.

Management does not anticipate a material impact on the Foundation's financial statements from these
Standards and Amendments, they are presented below:

IEr &g T ety
I e R |
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Effective for reporting periods

Standard Title of Standard or Interpretation beginning on or after
IFRS 16 COVID-19 Rent Related Concessions beyond o oany
30 June 2021 TApiane
IFRS 3 References o the conceptual framework 1 January 2022
{Amendments to IFRS 3)
IAS 16 Proceeds befare intended use (Amendments to 1 January 2022
IAS 16)
IAS 37 Onerous conlracts — costs of fulfilling a conlract 1 January 2022

{Amendmaents lo IAS 37)
IFRS 1, IFRS 9, IAS Annual improvements to IFRS Standards 2018- 1 January 2622

41, IFRS 16 2020 cycle (Amendments fo IFRS 1, IFRS 8 TAS
47, IFRS 16}
IFRS 17 insurance confracts 1 January 2023
IFRS 4 Extension of the Tempaorary Exemption from 1 Jantery 2023
Applying IFRS 8 (Amendments to IFRS 4]
IFRS 17 Initial application of IFRS 17 and IFRS 8 - 1 danvary 2023
Comparative information (Amendment fto IFRS
17)

AS 1 Classification of lizbilities as cument or non- 1 January 2023
current (Amendment fo 1AS 1)

1AS 12 Defarrad Tax relatad to Asseis and Lisbiities 7 January 2023
arising from a Single Transaction (Amedndrments
to 1AS 12)

2.6 Restatement of financial statements

The Foundation applies changes in accounting pelicies and correction of prior period arrors
retrospectively in the first set of financial statemearts authorized for 'ssue after thelr ciscovery by: restaling
the comparative amounts for the prior periods presented in which the arrar occurred, er it the error
accurred befare the earliest prior period presentad, restating the cpening balances of assels, liabilities
and net assets for the earlies! prior period preserted. Thes financial statemants includ ng the comparativa
information for prior periods are presented as if the correction had been made in the perlod in which such
a necessity arose Therefore, the amount of the correction tnet relates to each penod presented is
included in the financial statemenits of that peried {refer to nole 21).

3 Significant accounting policies

3.1 Foreign currencies

Foreign currency transaclions

In preparing the financial statemants, transactions in currencies cther than the funclional currency are
recorded at the rates of exchange defined by the Central Bank of Armenia prevailing on tha dates of the
transactlons. At each reporting date, monatary items dencminated in foreign currencies are rerrarslated
at the rates defined by the Central Bank of Armenia prevailing on the reporting catz. which is A80.14
drams for 1 US dollar and 542 61 drams for 1 eura as of 31 December 2021 (31 Necember 2020 522.58
drams for 1 US dollar and 641.11 drams for 1 eure).

Exchange differences arising on the setllement and ratranslation of monetary items, ara includad in the
result for the period.

LT il L R |
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3.2 Property and equipment

Property and equipment are stated at cost less accumulated depreciation and any accumulated
impairment losses. Cost comprises purchase price including import duties and nen-refurdasle purchase
taxes and other directly attributable costs. When an item of property and equipment comprisas majer
components having different useful lives, they are accounted for as separate items of progerty and
equipment.

Leased premises are also included in preparty and equipment if they are held under a finance lzase,
Such assets are depreciated over their expected useful lives (determined by reference to comparable
owned assets) or over the term of the lease, if shorter,

The gain or loss arising on the disposal or ratirement of an item of property and equipment is datermined
as the difference between the sales procescs and the carrying ameunt of the asset and is recognized in
profit or loss,

Expenditure to replace a component of an item of property and equipmant that is aczcunted fer
separalely is capitalized with the carrying amount of the companent beirg written off. Other subseguent
expenditure is capitalized if future economic benefits will zrise from the expenditure, All other
expendilure, including repair and maintenance, is reccgnized in profit or loss for the period as incurrac.

Depreciation is charged to profit or loss or is acded to the cost of cther asset on a straight-line basis over
the estimated useful lives of the individual assets. Depreciation commences when assets are available
for use. The estimated useful lives are as follows:

Right-of-use assets (office premises) - §years
Equipment and other property and
equipment - 310 years

3.3 Intangible assets

Intangible assets, which are acquired by the Foundation and which have finite useful lives, are stated at
cost less accumulated amorlization and impairment ‘osses,

Amortization Is charged to the result for the year or is added to the cost of other assat on & straight-linz
basis over the estimated useful lives of the intangible assets, which is estimated at 10 y=ars “or
accounting software and other intangible assets.

34 |leased assets

The Foundation as a lesses

The Foundation makes the use of leasing arrangements prircipally for the lease of office space for 5
years with an extension period.

The Foundation assesses whether a contract 's or contains a lease al inception of the coniract. A ease
conveys the right to direct the use and obtain substantially all of the economic senafits of an idertifiad
assel for a period of time in exchange for consideration.

Measurement and recognition of leases as a lessee

Al lease commencement date, the Foundation recogrizes a righi-of-use assat and a lease lisbilty in its
statement of financial position. The right-of-use assel is measurea at cost, which is mace up of the inftial
measurement of the lease liability, any initial direct costs incurred by the Foundation, an eslimate of any
costs to dismantle and remove the asset at the end of the lease, and any lease payments mada in
advance of the lease commencement date (het of any incartives receivad).

The Foundation depreciates the right-of-use assels on a straight-lin basis from the lease
cammencement date to the earlier of the end of the useful life of the right-cf-use asset or the end of the
lease term. The Foundaticn also assesses the nght-of-use asset for impairment when such indizalors
axist.

(| E1E e gl B = B D
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At the commencement date, the Foundation measures the lease liability at the present valus of the eass
payments unpaid at that date, discounted using the interest rate implicit in the iease if that rale Is readily
available or the Foundation's incremental bomowing rate.

Lease payments included in the measurement cf the lease liakility are made up of fixed payments
(inciuding in substance fixed), vanable payments based on an index or rate, amounts expected to be
payable under a residual value guarantee and paymeris arising from options reascnably certain to be
exercised.

Subsequent to initial measurement, the liability will be reduced for payments made and increasad for
interest. It is remeasured to reflect any reassessment or modification, or if there are changes in in-
substance fixed payments.

When the lease liability is remeasured, the corresponding adjustment is reflected in the right-of-use
assel, or the profit or loss for the year if the right-of-use asset is already reducec to zaro.

3.5 Financial instruments

Recognition and derecognition

Financial assets and financial liabilities are recognized when the Feundation becames & part lo the
contractual provisions of the financial instrument.

Financial assets are derecognized when the contractual rights to the cash flows from the finanzial asset
expire, or when the financial asset and substartizlly all risks and rewards are transferred

Financial liabilities are derecognized when they are extinguishad, discharged, cancelled or exoire,

Classification and initial measurement of financial assets

Except for those trade receivables that de not contzin a significant financing cemponent and are
measured at the transaction price in accordance with IFRS 15, all financial assets ars init ally measured
at fair value adjusted for transaction costs (where applizable).

Financial assets, other than those designated and effective as hedging instrumanls, are cassifed into the
following categories:

s amortized cost

= fair value through profil or loss (FVTFL)

+ fair value through other comprehensive income (FVOC).
The classification is determined by both:
» the Foundation's business madel for managing the financal assst
s the contractual cash flow characteristics of the financial asset.

All income and expenses relating to financial assets that are recognized in the mesull for the vear are
presented within finance costs and finance income. A summary of the Foundation's finarcial assets by
category is given in note 15,

Subsequent measurement of financial assets

Finanhcial assets af amortized cost

Financial assets are measured at amortizad cost if the assets meet the following conditicns (and ars not
designated as FWVTPL):

» they are held within a business model whose objactive is to hold the financial assets and callect s
contractual cash flows

= the contractual terms of the financial assets give rise to cash flows that are solely payments of
principal and interest on the principal ameount outstanding

VLRI ok gt on 180 S emt
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After initial recognition, these are measured at amortized cost using the effective interest methed.
Discounting is omitted where the effect of discounting is immaterial. The Foundation's cash and cash
equivalents, receivables and funds placed in banks fall into ths category of financial irstruments.

Financial assets at fair value through other comprahensive income (FVCCH)
The Foundation accounts for financial assets at FVOCI if the assets meet the following cenditiens:

= they are held under a business model whose objective it is "ho'd to collect” the associated cash flows
and sell and

= the contractual terms of the financial assets give rise 1o cash flows that are solely payments of
principal and interest on the principal amount cutstanding.

Gain or loss on investments in government debt securities measured al fair value through cther
comprehensive incame are recognized in cther comprehensive income, except in the following cases,
when they are recognized in profit or loss,

* Interast income using the effective interest rate method,

» Expected credit losses and refund

« Foreign exchange gain and loss.

Any gains or losses recognized in other comprehensive income (OCI1) will be recycled upon cerecogrition
of the asset.

Impairment of financial assets

IFRS 2's impairment requirements use more forward-looking information o recognize expected credit
losses — the “expected credit loss (ECL) mocel™. Instruments within the scope of IFRS @ requirements
included funds held in banks, investments n government trade securities that are measured at fair value
through other comprehensive income, and receivanles.

Recognition of credit losses is no longer dependent on the Foundation first idendifying a credit loss event
Instead the Foundation considers a broader range of information whan assessing credit risk and
measuring expected credit losses, Including past evenls, current conditions, reasonasle and supporiable
forecasts that affect the expected collectakbility of the fulure cash flows of the instrument

In applying this forward-looking approach, a distinclicn is made between:

« financial instruments that have not deteriorated significantly in cradit quality since initial recegniton or
that have low credit risk ("Stage 1"} and

« financial instruments that have deteriorated significantly in credit guality since initdal recogrition and
whose credit risk is not low ("Stage 27).

» "Stage 3" would cover financial assets that have objective evidence of impairment al the reporiing
date,

*12-month expected credit losses” are recognized for the first calegory while “lifetime expected credit
losses” are recognized for the second category. Measuremart of the expected credit losses is
determined by a probability-weighted estimate of credit losses cver the expected life of tha financial
instrumant.

As of 31 December 2021 and as of 31 December 2020, all of the Foundation's financial assets are
classified in "Stage 3" in accordance with IFRS 8.

Allowances for expected credit losses presented in the statement of financial position
Allowances for expected credit losses in the statement of financial posilion are presentad as ollows.
s Financial assets at amortized cost as decrease from the carrying amount of assels,

» Impairment losses on debt instruments measured at fair value through other comprehensive income
are not recognized in the statement of finarcial posilion as the eguivalent of these assets s equal to
their fair value. However, impairment losses are cisclosed and recognized in adjustec allowance of
fair value.

Wnlrance Fourdal
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Investments in government debt securities

While assessing the impairment of the investment in government bonds, the Foundation considers the
following factors:

» Market assessment of creditworthiness with reflected bonds yield,

= Assessment of profitability by reputable agencies,

« The country's ability to enter capital markets to issue new debt.

Funds placed in banks

While assessing the impairment of funds placed in banks, the Foundation takes into account the ratings
of reputable agencies.

Classification and measurement of financial liabilities

The Foundation's financial liabilities include liabilities on compensation, payables and finance lease
liabilities. A summary of the Foundation's financial liabilities by category is given in note 15.

Liabilities on compensation

Liabilities on compensation are initially recognized at fair value, net of issuance costs. The difference
between the fair value and nominal value is recognized in the result for the year. Subsequent
measurement of liabilities on compensation is stated at amortized cost, and the difference between the
cost and redemption value is recognized in the result for the year on an effective interest basis.

Payables
Payables are stated at fair value and subsequently stated at amortized cost.
Finance lease liabilities

At the commencement date, the Foundation measures the lease liability at the present value of the lease
payments unpaid at that date, discounted using the interest rate implicit in the lease if that rate is readily
available or the Foundation's incremental borrowing rate.

3.6 Cash and cash equivalents

Cash and cash equivalents comprise bank accounts and cash equivalents which are short-term, highly
liquid investments that are readily convertible into known amounts of cash and which are subject to an
insignificant risk of changes in value. Cash equivalents are held for the purpose of meeting short-term
cash commitments rather than for investment or other purposes. The Foundation classifies investments
as a cash equivalent if it is readily convertible to a known amount of cash and is subject to an insignificant
risk of changes in value.

3.7 Fair value reserve for investment securities at FVOCI

This reserve is the difference between fair value of the investment securities al FVOCI and their fair value
at the date of initial recognition.

3.8 Employee benefits

Short-term employee benefits are benefits expected to be settled wholly before twelve months after the
end of the annual reporting peried in which the employees render the related services and include:

(a) wages, salaries and bonuses;
(b) paid annual leaves and paid disability leaves;

When employees render services to the Foundation during the accounting period, the Foundation
recognizes the undiscounted amount of short-term employee benefits expected to be paid in exchange
for that service:

(a) as a liability (accrued expense), after deducting any amount already paid. If the amount already
paid exceeds the undiscounted amount of the benefits, the Foundation shall recognize that

Irvsui At Foumgtation e Su
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excass as an asset (prepaid expensa) (o the extent that the prepayment will lead to a reduction
in future payments or a cash refund,

(b) as an expense, unless the amount is included in the cost of an assat.

Paid absences
The expected cost of short-term employes benefits in the form of peid absences is recognized as follows;

{a) inthe case of accumulating paid absences, when the employees render service thal increases
their entitlement to fulure paid absences.

(B} inthe case of non-accumutating paid sbsences, when the absences oocur

Bonuses

The expected cost of bonus payments is recognized when and only when the Feundaten has a present
legal or constructive obligation to make such paymerts as a resu't of past events and & reliasle estimats
of the obligation can be made.

A present obligation exists when, and only when. the Foundaticn nas no realistic altemative bul to maka
the payments.

3.9 Compensations expenses

Compensations expenses are recognized when the decisicn of the Ministry of Defense of the Republic of
Armenia or the Ministry of Emergency Situations of the Republic of Armenia or the National Sscurity
Service under the Government of the Republic of Armenia or the Pclice of the Republic of Armenia under
the Government of the Republic of Armenia on compensaticn is recaived, in the amount of tha presen:
value of the compensations payable, which is equal to the fair value of the liability on compensation After
initial recognition the liability on compensation 's measured at amortized cosl using the discount rate
applied at initial recognition. The difference from the remeasurement of the liability at amertized cost is
included separately in the statement of comprehensive income under finance cost as a financial
commponent

3.10 Income

Income arises mainly from the donations, mandatory paymanis and nierests.

Income from mandalory payments and donations

Income recelved from mandatary payments anc dorations is available to finance the Foundation's
operations, as stated in the Foundation's management documents. For this reascn, mandatory payments
and donations are recognized as income wnen they become available.

Interast income

Inlerest incame is recognized on proportion basis using the efective interest rate to the residual value,
which discounts the expected future cash inflows over the expected ife of the financal asset 12 the net
carrying value of the asset.

3.11 Net assets

Met assets of the Foundation are not distributable to its founders neither in ordirary course of business
nor at liquidation.
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4 Investments in government debt securities

The Foundation started investing in coupen boncs of RA Government since 2018, Investments in
government debt securities are measured at fair value ‘hrough other comprenensive income, As of 27
December 2021 the fair value of investments in government debt securities ameunted te drams
3,286,585 thousand (as of 31 December 2020: drams 3 282 773 thousand).

The analysis of changes in expected credit lcsses on investmenl securities measured af fair valus
through other comprehensive income is presenied below:

In thousand drams

2021 2020
Balance as of 1 January TB;E»’-E- FEB_??_
Met movement T 442 g 963
Balance as of 31 December 11308 18840

Investment securities measured at fair value through other comprehensive income are presented using
effective interest rates, and the remaining maturity periods are presentac below

In thousand drams 20 Decembear 2021 30 December 2020
% Faricd e Pariad
Government debt securities 7.33%-
£.19% 2015-2025 7.33%-8.19% 2018-2025

5 Funds placed in banks

In thousand drams

Asof 31 Agof 31
Dzcember 2021 Cecember 2020

Daposit accounts in commercial banks within 90 days 4,372 727 2623618
Deposit accounts in commercial banks after 20 days 13,625,000 18,770,000
Allowance for expected credit losses {198,121) (238 413)
17,801 596 271,454 206

Funds placed in banks comprise amounts denominatad in AMD with & maximum maturity per iz of 550
days (2020: 454 days),

The analysis of changes in corresponding ECL allewance on funds olaced in banks is &5 follows:

In thousand drams

_ 2621 2020
Balance as of 1 January - 239,412 186,478
Met movemernl y (43,282] 52,835
Balance as of 31 December 196,131 238413
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6 Cash and cash equivalents

In theusand drams

As of 31 As of 31
December 2021 Cecember 2020
Funds placed in the CBA 2,373,581 9,459 487
Bank balances 896,707 1,729
Allowance for expected credit losses - {(1.157)
24707295 9,460,069

s Liabilities on compensation

Within the framework of a special system ensuring compensation for damages caused o the life or health
of servicemen during the defense of the Republic of Armenia, the Founcaticn provides compansation
from the funds received from donations to servicemen injured while defending the berdars of the Republc
of Armenia or their legal successors in accorcance with the procedures established by the RA Law cn
"Compensation for Damages Caused to the Life cr Hzakh of Servicemen during the RA Cefense”
Compensation is provided partially in a lump sum, and the remaining amaunt is provided in equal montaly
payments during 20 years,

For determination of the fair value of liahilities on compensalion, the Foundation uses discourted cash
flows valuation technique, by using yield to maturity interest rates of the RA Governmens long-term bongs
as discount rates. The subsequent measurement is done at amortized cost.

As of 31 December 2021 the amortized cost of Labilities en compensation ameounted 1o drams
115,089,513 thousand (2020: drams 27,004 507 thousand). Had the comaensation liakility nol been
discounted it would amount to drams 236 555,76¢ thousand (as of 31 December 2020; drams
55,674,991 thousand). The financial compenant arising from the measureent of compensation lablties
at amortized cost is presented in note 12.

The sharp increase in the liabilities on compensaticns as of the reporling dale is explsined by the
significant increase in the number of servicemer faller, missing and disabled in the war unlzashed
against the Artsakh Republic in September 2020

8 Revaluation reserve on securities measured at fair value through
other comprehensive income

Revaluation reserve on securities measured at fair value through olner compranensive income s the
difference betwaen fair value of the investment securities at FVYOCI ard their fair value at the date of
initial recognition as of the reporting date.

S Income from mandatory payments and donations

Inthousand drams Year endad 31 Year ended 31
Deosmber 2041 Cecamber 2020

Mandatory payments 29,072 265 9,134,279
Voluntary donations 3,101,266 2 TFO75855
32,173,632 17,110,134

The increase in mandatory payments is explained by the amendmenis to the RA Law on “*Compensatian
for Damages Caused to the Life or Health of Serviceren curing the RA Defense”, which enforces 2
change in the calculation of the mandatory payments, which resulted in a significant increase of the
mandatary payments.

Income from voluntary donations includes financing received from the Certral Bank of Armenia
amaunting to drams 300,951 thousand (202C: nil), in accordance with the approved budget.
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10 Finance income

in thousand drams Year ended 31 Yezr ended 31
Decemoa’ Dacember
2027 s Sgera 2020
Interest income from funds placed in banks 1.571,853 £.180.806
Irterest income from investments in govemment debt securities 269188 ___2?3,32? :
1,841,151 2424133

11  Gain/(loss) from remeasurement of expected credit loss

allowance
in thousand drams Year ended 31 Year encedc 31
Decembser December
it 2021 2020
Net movement of expected credit loss allowance on Investment
securities (refer to note 4) 7 442 (5,863
tet movement of expected cradit loss allowance on fungs placed
in banks (refer to note 5) 43,282 {52.935)
Net movement of expected credit loss allowance on cash flows
(refer to note &) 1157 ]
51,821 {62,808]
12  Finance costs
In thousand drams Year ended 31 Year endad 31
December Dacemiber
2021 1 L 20 2[:_
Financial component on compensation expenses 0,288,585 775810
Interest expenses for leasing arrangements 4,185 -
9262770 7758710

13  Subsequent events

The conflict broke out on 24 February 2022 In Ukraine has evelvec rapidly, having a significant impact
around the world. The United States and the European countries have imposed severs sanctions against
Russian Federation. The Westarn countries are discussing widaning existing sanctions. Russian
Federation is a significant trading partner of the Republic of Armenia, hence sangtions imposed on
Russia as of the date of these financial statements, as well as escalation of those sanctions coulc have a
dramatic effect on the economy and financial markels of the Republic of Armenia. The 'mmediate giabal
implications might be higher inflation, lower crowth and some disruption to financial markets 25 deeper
sanctions take hold. Some of the key impacts cn the business may include suppiy chain interrustions
impairment of assets, employee shortages, travel restriclions, trade restriclions, Inability 1o aotain
financing, etc.

The specific effect is hard to predict with certainty, however maragament assesses [nal he above wil
ot have a significant impact on the Company's operations and its financial statemanis.

14  Critical accounting estimates and judgments

Estimates and judgments are continually avaluated and are based on hisiorical experienze and other
factors, including expactations of future events that are belleved to be reasonabie under the

circumstances.
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14.1 Critical accounting estimates

The Foundation makes estimates and assumptions concerring the future, The resulling sccounting
eslimates may be different from the related actual results. The estimates and assumptions that have a
significant risk of causing a material adjustment to the carrying amounts of assess and liatilitizs within the
next financial year are discussed below.

Impairment of financiafl assets

The measurement of impairment losses across all categeries of financial assels requires judgemant, in
particular, the estimation of the amount and timing of fulure cash flows when determining impairmant
losses and the assessment of a significant increase ir credit risk. These estimates are drven oy a
number of factors, changes in which can result in different levals of allowances. The Foundation's
expected credit losses caleulations are outputs of complex medsals with a number of underlying
assumptions regarding the choice of vanatle inputs ard their interdependencies. Elements of the
expected credit losses models that are corsidered accounting judgaments and estimates include:

- The Foundation's internal credit grading mocel, which assigns probability of cefaults (PD) fo the
individual grades;

- The Foundation's criteria for assessing if thera has been a significant increase in credit risk and
so allowances for financial assets sheuld be measured on a lifetime axpected credil losses basis
and the gualitative assessment;

- Development of expected credit losses medels, ircluding the various formulae and the choice of
inputs;

- Determination of associations between macroeconomic scenarios and, econcmic inpuls, such as
unemployment |levels and collateral values, and the effect on probanilily of defaulis, exposure at
defaults and loss given defaults;

- Selection of forward-looking macraecenomic scenarios and thair prabatility weightings, to darve
the econamic inputs into the expected credit losses models.

Refer to nete 17 for more datalled information on credit risk exposure,
Fair value measurement of liabilities on compensations

Management uses valuation technigues o determine tha fair valua of financal instrurments {where active
market quotes are not available) and non-financial assets, This involves develcping estimates and
assumptions consistent with how market participants would price the instrument. Wanagemen: bases is
assumplions on observable data as far as possiole but this 's not always availabls. In that cass,
management uses the best information available. Estimated fair vaiues may vary from the actual prices
that would be achieved in an arm'’s length lransacticn at the reporting date.

For determination of the fair value of liabilities on compensations, the Foundation uses discounted cash
flows valuation technique, by using yield to maturity interest rates of the RA Government long-term bonds
as discount rate.

Risks and uncertainties

As described in note 7, there has been a significant increase in the Foundation's llabilities cn
compensalion during current year. As a result, the Foundation's liabilities. both shorl-lerm and long-ter
liabilities, significantly exceeded the Foundation's assets as of the reporting date. The Foundation takes
into account the expected cash flows, particularly the income generated from mandatory paymants, when
assessing the liabilities on compensation. Income generaled from mandatory payments is stable, as it is
regulated by the RA Law on "Compensation for Damages Caused ‘o the Li‘e ar Haakh of Sarvicemen
during the RA Defense”. The Foundation's liavilities on compensalion are subject te partial repayment
within 20 years, and if there Is no significant increase in the liabilitizs on compensation er thare are ne
unfavorable changes in the RA Law mentioned above, the Foundation's management estimatas that the
cash flows from the mandatory payments will be sufficient o repay the liabilities, therefare, in the
foreseeable future the Foundatian will continue its normal operations.




15  Financial instruments

15.1 Significant accounting policies

Details of the significant accounting policies and metheds adepted, including the criteria for recognition
and the basis on which income and expenses are recognized, in respect of each class of financial assat

and financial liahility are disclosad in nete 2.5,

15.2 Categories of financial instruments

The carrying amounts of financial assets and financizl liabilties in each categery are as follows:

Financial assets

I thousand drams

Amaortized cosi
Funds placed in banks
Cash and cash equivalents

Fair value through ofher comprehensive income
Investments in government debt securities
Total financial assels

Financial llabilities

In thousand drams

Amortized cost
Liabilities on compensation
Lease liabilities
Fayables

Total financial liabilities

FEaf 31 Bs ol
December 2021 December 2020
17,801 5396 21,454 205
2470298 9,450 0659
20,271,824 30,814 275
3,285 685 3,392,773

23, 558479 34,307 0458

As of 31 Anof 31
D&cqmbe* 2021 Cecember 2020
115,089,513 27 004 207
73,004 -

5,208 -
115,168,713 27,004,507
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16 Term analysis of assets and liabilities

The following table presents financial assels and liaoilities in accordance with the expected maturites.
Information on the Bank's undiscounted contractual liabilities is provided in note 17

In thousand drams

31 Decamber 2021

Less then * More than 1
year year Tota
Assels T
Funds placed in banks 10,487 727 7,203,869 17,807,596
Cash and cash equivalents 2,470,298 & 2470298
Investments in government debt securities 1,684 276 1,402,208 3,286,585
14,552,301 5,706,773 23,558 478
Liabilities
Liabilities on compensations 12,721,914 223 843 855 236 566,754
Lease liabilities 21678 70 448 g2 121
Fayables 5,206 - 5.208
12,748,758 223,974 301 236,563 098
MNet position 2,703,505 {215,208 123) (213,104 B17)
In thousand drams 31 December 2020
Less than 1 More than 1
year year Total
Assets 0
Funds placed in banks 16,732,791 4. 721,415 21,454,206
Cash and cash squivalents 9,460,069 - 9,460,055
Investments in govammeant debt securtias 50,198 3,342 575 3,382,773
25243 058 8,083 950 34 507 048
Liabilitics
Liahilities an compensations 3,436,771 52,238,220 63,674 991
Met posilion 22,806,287 (44,174,230) (27,367,043

17  Financial risk management

The Foundalion is exposed {o vanous risks in relation to financial instruments. The main types of risks
are interest rate risk, credit risk and liguidity risk,

I'he Foundation does net actively engage in the trading of financial assets for speculative aurposes. The
mest significant financial risks to which the Foundation is exposed are dascribad below.

Financial risk factors

a) Interest rate risk

Intarest rate risk arses from the possibility that changes in interest rates will affect future casn flows or
the fair values of financial instruments

The following table reconciles the average conlract and effective interast rates:
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2021 Average interesl rale

Conlract Effgctive
Liabilities
Liabillties on compensalions 0% 2-10%
Lease liabilities 0% 1%
2020 Avarage interest rate s
Centracl Effective
Liakilities
Liahilities on compensations 0% B-10%

b)  Credit risk
Impairment assessment

At each reporting date, the Foundalion assess whether the crecit risk on a financial irstrument has
increased significantly since initial recognition. When making the assessment, the Founcalien uses the
change in the risk of a default occurring over the expected life of tha financial instrument inslead of the
change in the amount of expectad credit losses.

The Foundation considars both quantitative and forward-looking gualitative criteria in order fo assess
whether a significant increase in credit risk has cccurrac.

If, as of the reporting date, the credit risk of the asset has nct changed sgnificantly from the date of nitial
recagnition, the allowance on expected credit risk is recognized at the amount of the pessible loss frem
the asset's 12-maonth credit risk.

If, as of the reporting date, the credit risk of the asset has increased significantly frem the date of initial
recognition or if there are objective indicators of impairment of the asset, then the allowance o1 expeclad
credit loss s recognized at the amount of that asset's possible loss over [fetime,

The calculation of the expected credit loss on assets is made according to the following farmula
ECL = EAD x PD x LG, whera:

EAD is the value of an asset at risk in the event of defaul,

PD Is the probability of default,

LGD is loss in case of default.

Exposure at Default (EAD)

The 12-month and lifetime EADs are determined based cn lhe expectad paymeant profile. wnich varies
by product type. For praducts with contractual terms, this is based on the contractual repayments
owed by the borrower over a 12-month or lifetime basis.

Probability of Default (PD)

The PD represents the likelihood of a counterparty defaulting on its financial ebligaticn, aithe aver tha
next 12 months (12mECL), or over the remaining lifetime (LTECLs) cf the abligaticn.

The Lifetime PD is developed by applying a maturity prefile te the current 12M PD. The maturity prafile
loaks at how defaults develop on a pertfolio from the point of initial recognition threughaul the lifetime of
the financial asset,

Loss given default (LGD)

LGD is determined based on the factors which impact the recoveries made post defaull. These vary by
product type.
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« For secured products, this is primarily based on collateral type and prejected collateral values
historical discounts to market/book valuzs due to forced sales, time to repessession and recovery
costs observed.

¢ For unsecured products, LGD's are typically set at product level due to the limited cifferentiation in
recoveries achieved across different bomowers. Thasa LGD's are influsnced by collection sirategies,
including contracted debt sales and price.

The expected 12-month ECL and the potential loss on credit risk over the lifatime of asesats with a
significant increase in credit risk on the time of recognition but with no objective impairment indicators are
calculated at the gross carrying amount and in case of assets with objective indicaters of impairment are
calculated at the carrying amount,

The credit risk is managed on a group basis based on the Foundation's credit risk maragement oolices
and procedures.

The Foundation is exposed to credit risk from firancizl essets, including cash held at banss. funos places
in banks, investments in government debt securities and receivables.

The maximum exposure to credit risk is presentad by the carrying amourts of the following financial
assets:

In thousand drams Asof 3 Ag of 31
December 2021 Decermber 2020

Financial assels

Investments in government debt securities 3,286,585 3392773
Funds placed in banks 17,801,585 21.454 208
Cash and cash equivalents 2,470,295 9 £E0,088
Total financial assets 23,558,479 34,307,048

The credit risk in respect of cash balances held with banks and funds placed in banks are marnagad via
divarse and only with major reputable financial nstitutions.

Funds placed in harnks

I'he criterion for determining a significant increase in cradit risk of funds placed in barks s the changa in
the external credit score. For this criterion, the corpeorate rating will be taken inlo aceount. A significant
change notches in the credit score assigned oy the Moody's credit rating agency is ingicative of a
significant increase in credit risk. A significant increase in credit risk is taken irlo account when the
Moody's rating goes down each time by one level, started from BB. In cases where a financials
institutions don't have a cerporate rating in a rating agency, the corporate default rate corresponding o
sovereign rating of the country is taken into consideration.

Investments in public debf securities

The criterien for determining a significant increase in credit risk of investments placed in banks is the
change in the exlernal credit score. For this criterion, the sovereign rating of the country will oe taken inte
account. A significant change notches in the credit scere assigned by the Moody's credit raling agency is
indicative of a significant increase in credit risk. A significant increase in credit risk is taken inte accoun:
when the Moody's rating goes down each time by one level, started from B2, In cases where a financials
institutions don't have a corporate rating in a rating agency, the corporate defau't rate correspending to
sovereign rating of the country is taken into considerstion,

The financial assets of the Foundation are considered to have low credit risk and the loss allowance
recognized is based on the 12 months expected loss.

The closing balance of the financial assets loss allowance as of 31 December 2021 reconciles with the
financial assets loss allowance opening balance as follows:
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2021 Average inlerest rate

Contract = Efﬁ?;ﬂ.{e B
Liabilities
Lizbilities on compensations 0% B-10%
Lease liabilities 0% 1%
2020 Average interest rate
Cantract Effzctive
Liabilities
Liabilities on compensations L% B-10%

b)  Credit risk
Impairment assessment

At each reporting date, the Foundation assess whether the crecit risk on a financial instrument has
increased significantly since initial recogniticn. When making the assessment, the Founcation uses the
change in the risk of a default occurring over the expected life of the financial instrument inslead of the
change in the amount of expected credit losses.

The Foundation considers both quantitative and forward-looking gualitative criteria in order io assess
whether a significant increase in credit risk has cocurrae.

If, a5 of the reporting date, the credit risk of the asset has nct changed significantly from the dale of initial
recagnition, the allowance on expected credit risk is recognized al the amount of the pessibe loss fram
the asset's 12-manth credit risk.

If, 25 of the reporting date, the credit risk of the asset has increased significantly frem the date of initial
recognition or if there are objective indicators of impzairment of the asset, then the allowance on expectad
cradit loss is recognized at the amount of that assel's possible lass aver ifetime.

The calculation of the expected credit loss on assets is made according te the following formula.
ECL = EAD = PD » LGD, where:

EAD is the value of an asset at risk in the event of default,

PD is the probability of default,

LGD Is loss in case of default.

Exposure at Default (EAD)

The 12-manth and lifetime EADs are determned based on ths expectad payment profie, which vares
by product type. For products with contractual terms, this is based on the centractual renayments
owed by the borrower over & 12-manth or lifetime basis.

Probability of Default (PD)

The PD represents the likelihood of a counterparty defaulting on its financial obligation, either over the
nexl 12 months (12mECL), or over the remaining lifetme (LTECLs) of the cbligation.

The Lifetime PD is developed by applying a maturity profile 1o the currant 120 FD. The malurty profile
looks at how defaults develop on a portfolio from the point of initia’ reccgnition throughout the lifetime of
the financial asset

Loss given default (LGD)

LGD is determined based on the factors which impact the recoveres mace post default. These vary by
praduct type.
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s Faor secured products, this is primarily based on cellateral tyoe and projected collateral values,
historical discounts to market/book values dus to forced sales, time to repossession and recovary
al costs observed.

= For unsecured products, LGD’s are typically set at oroduct level due to the Imited differentiation in

& recoveries achieved across different borrowsars. These LGD's are influenced oy collection stralegies,
- including contracted debt sales and price.
L The expected 12-month ECL and the potential loss on credit risk over the lifetime of assets with a

significant increase in credit risk on the time of recegnition but with no objective impairmant indicaters are
- calculated at the gross carrying amount and i case of 2ssets with objective indicators of impairmen: are
calculated at the carrying amount.

The credit risk is managed on a group basis based on the Foundation's credit risk management policies
= - and procedures,

- The Foundation is exposed to credit risk from financial assets. including cash held at banks, furds placed
in banks, investments in government debt securties and receivables,

The maximum exposure to credit risk is presented by the carrying amounts of the followng financial
-m assets:

= I thousand drams As of 31 Az of 31
Decembear 2021 Drecember 2020

-8 Financial assets
24 Investments in governmenit debt securities 3 286,585 3,382,773
Funds placed in banks 17,801,596 21,454 206
=
Cash and cash equivalents 2470298 8,460,063
o Total financlal assets 23,558,478 34,307 048
]
L The credit risk in respect of cash balances hed with banks and funds placed in banks sre managed via
diverse and only with major reputable financial instituticns.
= Funds placed in banks
= The eriterion for determining a significant incraase in cradit risk of funds placed in banks s the change in
o the external credit score, For this criterion, the corparate rating wil be taken into account A significant
change notches in the credit score assigned by the Moody's credif rating agency is indicative of a
= significant increase in credit risk, A significant increases in credit risk is taken inlo 2ccount when the
IMoeody's rating goes down each time by ona lavel, started from BB, In cazas where a financials
- institutions don't have a corporate rating in a rating agency, the corporate default rate corresponding to
| sovereign rating of the country is taken into consideration.
Invesimernts in public debt secuntics
.|

The criterion for determining a significant increase in credit risk of investmeants placed in banks is the

o change in the external credit score. For this crilericn, the soveraign rating of the country will be taksn inle
account. A significant change notches in the crecit score assigned by the Moody's credit rating agency is
indicative of a significant increase in credit risk. A significant increaze n credit risk is laken inle account

ad when the Moody's rating goes down each time by one level, started from B2. In cases where & financials
institutions don't have a corporate rating In a rating agency, the corporate defaull sate correspending lo

= sovereign rating of the country is taken into consideration

= The financial assets of the Foundation are considered to have low credit risk and the loss allowance
recognized is based on the 12 manths expected loss,

s

_ The closing balance of the financial assets loss allowance as of 31 December 2021 reconciles with tha

- financial azsets loss allowance opening balance as follows!

-
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In thousand drams

2021 2020
Financial assels at fair value through other comprehensive income
Loss allowance as of 1 January 18.840 8,877
Loss allowance recognized during the year « 9863 o
Loss allowance unused and reversed during the year I .
Loss allowance as of 31 December 11,358 18840
Financial assets at amortized cost
Loss allowance as af 1 January 240,570 187 635
Loss allowance recognized during the year - 52 935 3
Loss allowance unused and reversed during the year (44,435 -
Loss allowance as of 31 December 196,131 242,570
207528 =~ 259,:‘.‘]13“
" a " - e
¢)  Liquidity risk
Liquidity risk is the risk that the Foundation will be urabie 1o meet its chigations,
The following table details the Foundation's remaining conltractual maturity for its nen-derivatve firancial y
liabilities with agreed repayment periods. The table has been drawn up based on the undiscounted cash
flows of financial liabilities based on the earliest date on which the Foundation can ba required to oay.
The table includes both interest and principal cash flows. =
31 Cecember202¢
In thousand drams p-.
Less than Fram 3 1o From 110 5 Maore than 5 Total gross Sarrvirg
3 manths 12 months YEATS Y2ars cutfiow amart
e
Liabilities on compensation  3.249813 8,472,301 50,234,508 173,609,347 236,585,769 115,083,513
Lease liabilities 54149 16,257 70446 - 92,121 73,994
Payables _ 5,206 - - - 5,206 _ 5,206 =
3,260,238 9,488,558 50,304,854 173,609,347 236,657,890 15,168,718 _
ke
21 December 2020
In thousand drams
Less than From 3 lo From 15 Mare than & Total gross wamying -
3 months 12 months years  years oudflow amaunt
|.iahilities on compensation 1,269,785 2,166,986 11,509,877 40,728,243 B5.674.5291 :-"'i’,:]lEM-EZ}'F' —
1,269,785 2,166,986 11,508,877 40,728,243 55674 591 27004 507
Tevuiieioes Faogr clatics for S
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18  Fair value measurement

The Foundation provides an analysis of its assets and liakilties that are measured subsscusnt to initial
recognition at fair value, grouped into Levels 1 to 3 based on the dearee to which tha fair value is
observable. These Levels are described below:

= Level 1 - fair value measurements are those derived from quoted prices (unadjusted) in active
markets for identical assets or liabilities;

* Level 2 - fair value measurements are those derived from inputs other than quoted prices included
within Level 1 that are observable for the asset or liability. either directly (i.e. as orices) or incirsctly
(i.e. derived from prices): and

» Level 3 - fair value measurements are those derived from valuation techniguas that include inpuls
for the asset or liability that are not based on observable market data (uncbservable inputs}t

18.1 Fair value measurement of financial instruments

Financial instruments measured at fair value

The Foundation considers government investment securities measured at fair value through other
comprehensive income within Level 2 of the fair valus hierarchy. The valuation methed of these
instruments used in the fair value estimates within level 2 is basad on net cash flows, znd the initizl data
used is limited by the yield curve of RA government bonds. The mest significant input is the interest rate
of the RA government bonds yield.

Financial instruments measured at amortized cost

The fair values of the funds placed in banks, liabilities on compensation and lease liatilities are
approximately equal to their carrying amounts. The ligkilities of the Foundation ars considered o ba
within Level 3 of the fair value hierarchy and funds placed in banks within Laval 2

Liabilities on compensation are interest free anc have a maturity period of 20 years. Faor determination of
the fair value of liabilities on compensations, the Foundation uses discounted cash flows valuztion
technigue, by using yield to maturity interest rates of the RA Cevernment long-term bands as discount
rale

Lease liabilities arise from the lease of office space with a maturity period of 5 years. At the
commencement date, the Foundation measures the lease lizbility at the present value of the leass
payments unpaid at thal date, discounted using the average interest rate on the finanzizl maket of lang-
tarm loans,

The carrying amaunt of the funds placed in banks are considered o be a reasonable approximation of
the fair value.

19  Contingencies

19.1 Insurance

The Armenian insurance industry is in its development stage and many forms of insuranes protecton
cemmen in other parts of the world are not yet generally availebla in Armenia. The Foundaten dees not
fhave full coverage for its assets, business interruption, of third party liabiiity in respect of properly or
envirenmental damage arising from accidents on the Foundation property er relating 1o the Foundaticn
operations. Until the Foundation obtains adequale insurance coverage, there is a risk that the loss or
Jestruction of certain assets or environmental damage could have a malerizlly sdverse effec: on the
Foundalion's operations and financial position.
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In theusand drams

Liabilities on compensation

| gase lahilities

Payanbles

In thousand drams

Liabilifies on compensalion

In thousand drams

Financial assets al fair value through other comprehensive ncorme
Loss allowance as of 1 January

Loss allowance recognized during the year

Loss allowance unused and reversed during the year

Lass allowance as of 31 December

Financial assets at amortized cost

Loss allowance as of 1 January

Loss allowance recognized during the year

Loss allowance unused and reversed during the year
Loss allowance as of 31 December

¢)  Liquidity risk

2021 2020
18,840 8 877
- 9,963
7 442) -
11,398 18,840
240,570 187 635
52,035
(44.438) ;
196,137 240,570
207 529 258,410

Ligquidity risk is the nisk that the Foundation will be unable to meet its obligaticns.

The following table details the Foundation's remaining contractual maturity for its nan-derivative finarcial
liabilities with agreed repayment periods. The table has been drawn up based on the undiscounted cash
flows of financial liabilities based on the sariest date on which the Foundation can be requirac 1o pay.

The table includes both interest and principal cash flows.

31 December 2021

| ass than From 3 lo From 1t 5 Mare than 5 Tolal gross Clarmying
4 manths 12 manths years years o lflow amount
3,249.613 8,472,301 50,234,508 173 B09 347 235 555,758 115,088,513
5419 16,257 04496 - 22121 73,804
5,208 - - S 5.206 5,208
1_3._25[],238 0,488,558 £0.304,554 173,500, 247 235,657 8320 115,188,713
31 Dacarhear 2020
Less than From 3 to Fram 110 & Meore than 5 Tatal gross Carryirg
3 months 12 months years years ot flow srmnunt
1,269,765 2,166,986 11,509,877 40,728,243 55,674,891 27,004,507
1,269 785 2,166,986 11,508 €77 40,728,243 55,674 981 27,004 507
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18 Fair value measurement

The Foundation provides an analysis of its ssats and lizbilities that are maasured subsecuent to indial
recognition at fair value, grouped into Levels 1 to 3 based on the degree to which the fair valuz is
chservable. These Levels are described below,

+ Level 1 - fair value measurements ara those cerivad from guoted prices {(unadusted) in active
markets for identical assets or liabilities,

» Level 2 - fair value measurements are those derivad from inputs cther than quoted prices includad
within Level 1 that are cbservable for the asset or liahility, either directly {i.e. as prices) erindiracty
(i.e. derived from prices); and

= Level 3 - fair value measurements are those derived from valuation techniques that includs inouls
for the asset or liability that are not based on observable marxet data (unchservable inpuls),

18.1 Fair value measurement of financial instruments

Financial instruments measured at fair value

The Foundation considers government invesiment securities measured at fair value througn other
comprehensive income within Level 2 of the fair value nierarchy. The valuation method of these
instruments used in the fair value estimates within level 2 is based on net cash flows, and the initial data
used is limited by the yield curve of RA government bondz. The most significant inpul is the interest rale
of the RA government bonds yield.

Financial instruments measured at amortized cost

The fair values of the funds placed in banks, liabilities on compensalicn ard lease lizbilities are
approximately equal to their carrying amaounts. The liakilitiss of the Foundation are considered o be
within Level 3 of the fair value hierarchy and funds placed in banks within Laval 2.

Liabilities on compensation are interest free and have a maturity period of 20 years. For determination of
ihe fair value of liabilities on compensations, the Foundation uses discounted cash flows valuation
technique, by using vield to maturity interest rates of the RA Government long-term bonds as discount
rale,

Lease liabilities arise from the lease of office space with & maturity period of & years. Atthe
commencement date, the Foundation measures the lease liability at the present value of he |ease
payments unpaid at that date, discounted using the average interest rate on the financial market of long-
term loans,

The carrying amount of the funds placed in banks are considered to be a reasonabie approximation of
the fair value.

19  Contingencies

19.1 Insurance

The Armanian insurance industry is in its development stage and many forms of insurance proteclion
commen in other parts of the world are not yet generally availasle in Armenia. The Foundation does not
have full coverage for its assels, business inferruptior, or third party labil'ty in resocct of proparty or
environmental damage arising from accidents on the Foundation property or relating to the Feundation
operations. Until the Foundation obtains adecuate insurance coverage, there is a risk that the loss or
destruction of certain assets or environmental damage could have a matarally adverse sfect on tha
Foundation's operations and financial position,
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19.2 Taxes

The taxation system in Armenia is characterized by frequently changing legislation, which somelimes
needs interpretations. Often differing interpretations exist among various taxation authorities and
jurisdictions. Taxes are subject to review and investigations by tax authorities, which are enabled by law

to impose fines and penalties.

These facts may create tax risks in Armenia substantially more than in other developed countries.
Management believes that it has adequately provided for tax liabilities based on its interpretation of tax
legislation. However, the relevant authorities may have differing interpretations and the effects could be
significant.

20 Related parties

The Foundation's related parties include its Founder (the Central Bank of the Republic of Armenia) and
key management personnel.

20.1 Control relationships

The Foundation is controlled by the Central Bank of the Republic of Armenia, which is the founder of the
Foundation.

20.2 Transactions with related parties

As of 31 December 2021 the Foundation has invested funds at the amount of drams 2,373,691 thousand
in the Central Bank of the Republic of Armenia (31 December 2020: drams 9,459 497 thousand).

During 2021 the Foundation received interest income from the invested funds in the Central Bank of the
Republic of Armenia at the amount of drams 222 270 thousand (31 December 2020: drams 113.544
thousand).

During 2021 the Foundation received financing from the Central Bank of the Republic of Armenia
amounting to drams 300,951 thousand (as of 31 December 2020: nil) according to the approved budget.
20.3 Transactions with management

Key management received the following remuneration during the year, which is included in payroll and
employee benefits.

In thousand drams Year ended 31 Year ended 31
December 2021 December _2020 4
Salaries and bonuses 13,834 L 8
13,834 h -

21 Restatement of comparative financial statements

As described in note 2.6, the Foundation's policy is retrospective adjustment of errors identified during the
current year. During 2022 the management decided that certain items of the statement of financial
position as of 31 December 2020 and of the statement of comprehensive income for the year ended 31
December 2020 were not presented in proper lines. Therefore, some reclassifications have been made,
as described below:
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Statement of financial position

In thousand drams As of 31 December 2020

The effect of

restatement
Before related to Aftar
Mote restaterneant reclassification restalement
Assets
Maon-current assets
Investments in government debt
securities (a) - 3,342,575 3,342,575
Funds placed in banks (k) - 4727415 4721415
B - 8,033,290 8,083,980
Current assels
Investments in government debt
securilies {a) 3,392,773 (3,342 575) 50,188
Funds placed in banks )] 30,972,545 (14.179,754) 16,732,781
Cash and cash equivalents (cl 1,730 9458338 9,450,069
34,307,048 (8.053600) 26243088
Total assels 34,307,048 - 34 307,045
Non-curren! liabilifies
Liakilities on compensation 23,694 770 - 23.694,?_?3_
23,694 770 - 23,694,770
Current labilities
Lizbilities on compensalion 3,308,737 2 3,308,737
3,309,737 - 3308737
Net Assels )
Revaluation reserve on securities
measured at fair value through
olher comprehensive income 67,349 - 67,349
Accumulated resull 7.2351592 7,235,182
7,302541 - 7,302,541
Tetal net assets and liabilities 34,307,048 == 5 . 34,30?,@
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Statement of comprehensive

Income

In thousand drams

Income

Income from mandatory
payments and donations

Finance income
Other income

Expenses

Compensalion expenses

Met gain/{loss) from
remeasurement of allowance
on expected credit losses

Finance cost
Cther expenses

Result for the year

Year ended 31 December 2020

The effect of
restaement
Befora refaled to After
Mota restalament reclzssilication rastatement
17,110,124 - 17.110,134
2424133 . 2424,133
£50 - 650
18,534, 917 o 18.534 897
(d) (20.009,692) 775,810 {28,233 382)
(£52,803) (G2 008
= (775,810) (775 8103
(16) i (16)
(29,072 606) - {29072 606)
(8,537 664 = __ 853768

{a) A reclassification of long-term investmerts in government dabt securities inte non-curren: assats has

been made,

{b) Funds on demand from funds placed in banks have been reciassified to cash eguivalents, and other

non-current deposits 1o non-current assets,

{d) The financial component of the liabilities on compensation has been reciass fied from compansalion

expenses to finance costs.
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