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To the Board of Trustees of National Foundation for Servicemen Insurance

Opinion

We have audited the financial statements of National Foundation for Servicemen Insurance (hereinafter
the “Foundation” or “ZINAPAH"), which comprise the statement of financial position as of 31 December
2023, 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
material 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 2023, 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 conducted 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.

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.

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 alternative but to do
so.

Those charged with governance are responsible for overseeing the Foundation’s financial reporting
process.

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

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

Identify 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
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.

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,
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
a manner that achieves fair presentation.

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

|

Armen Hovhannisg/‘an

Chief Executive Officer jvry Engagement Partner

11 June 2024

]

|
Emil Vassilyan, FCCA
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Statement of financial position

In thousand drams As of 31 As of 31
Note December 2023 December 2022
Assets
Non-current assets
Property and equipment 94,691 126,849
Intangible assets 14,885 12,742
Investments in government debt securities 4 2,673,923 620,521
Funds placed in banks 5 27,378,861 8,681,686
30,062,360 9,441,798
Current assels
Accounts receivables and other assets 28,617 7,459
Investments in government debt securities 4 42,579 1,215,099
Funds placed in banks 5 44,710,738 32,874,544
Cash and cash equivalents 6 5,519,741 2,389,638
50,301,675 36,486,740
Total assets 80,364,035 45,928,538
Liabilities
Non-current liabilities
Liabilities on compensations 7 103,724,845 107,762,538
Lease liabilities 19,861 32,130
103,744,706 107,794,668
Current liabilities
Liabilities on compensations 7 13,101,671 13,314,038
Lease liabilities 23,561 27,415
Accounts payables 14,948 14,536
13,140,180 13,355,989
Net assets
Revaluation reserve on securities measured at fair
value through other comprehensive income 8 (27,357) (57,586)
Accumulated loss (36,493,494) (75,164,533)
(36,520,851) (75,222,119)
Total liabilities and net assets 80,364,035 45,928,538
| | é&;grb d Jr?éf,"a,,
The financial statements 55(11? une 2024 by:
Karine Sarkissian mﬁ?ﬂ”ﬂ?iui%f?’%

Chief Executive Offic: . Director of Finance

@ ' | ) Lusine Zurabyan //%‘/——

The statement of financial pesition is to be read in conjunction with the notes to and forming part of the
financial statements set out on pages 9 to 27.
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Statement of comprehensive

iIncome

In thousand drams

Year ended 31

Year ended 31

Note December 2023 December 2022
Income
Income from mandatory payments and donations 9 43,709,476 36,021,512
Interest income 10 5,952,073 3,256,038
Other income 697 188
49,662,246 39,277,738
Expenses
Compensation expenses 13 (3,436,956) (12,983,465)
Employee benefits (132,110) (118,480)
Depreciation and amortization (34,600) (33,625)
(Loss)/reversal from remeasurement of allowance
on expected credit losses, net 11 (228,394) 84,462
Finance cost 12 (7,064,627) (9,888,750)
Other expenses (94,772) (83,551)
Net gain/(loss) from exchange differences 252 (1,827)
(10,991,207) (23,025,237)
Result for the year 38,671,039 16,252,502
Other comprehensive income
Items that may be reclassified subsequently to
profit or loss
Net gain/(loss) from changes in fair value of
securities measured at fair value through other
comprehensive income 32,521 (20,961)
Changes in allowance on expected credit losses of
securities measured at fair value through other
comprehensive income (2,292) (6,646)
Other comprehensive income/(loss) for the year 30,229 (27,607)
Total comprehensive income for the year 38,701,268 16,224,895

The statement of comprehensive income is to be read in conjunction with the notes to and forming part of the

financial statements set out on pages 9 to 27.
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Statement of changes in net

assets

In thousand drams

as of 1 January 2022

Result for the year

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

as of 31 December 2022
Result for the year
Other comprehensive income for the year

Total comprehensive income for the year

as of 31 December 2023

Revaluation
reserve on
securities
measured at
fair value
through other
comprehensive

Accumulated

income loss Total
(29,979) (91,417,035) (91,447,014)
- 16,252,502 16,252,502
(27,607) - (27,607)
(27,607) 16,252,502 16,224,895
(57,586) (75,164,533) (75,222,119)
- 38,671,039 38,671,039

30,229 - 30,229
30,229 38,671,039 38,701,268
(27,357) (36,493,494) (36,520,851)

The statement of changes in net assets is to be read in conjunction with the notes to and forming part of the

financial statements set out on pages 9 to 27.

2rPLoUNU3NILEN P UMUINYUGNNHE3UL
u2dushL IPULUANUY

(o) ELIRIE

Financial Statements
31 December 2023 7



Statement of cash flows

In thousand drams

Cash flows from operating activities

Received mandatory payments and donations
Provided compensations

Labor expenses

Other income

Other expenses

Net cash from operating activities

Acquisition of property and equipment
Funds placed in banks

Investments in government debt securities
Repayment of funds placed in banks

Proceeds from redemption of investments in government debt
securities

Interest received from funds placed in banks and other
financial institutions

Interest received from investments in government debt
securities

Net cash used in investing activities

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

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

Year ended 31

Year ended 31

December 2023 December 2022
43,709,476 36,021,512
(14,746,687) (16,877,925)
(99,729) (82,302)
340,809 56
(513,676) (147,024)
28,690,193 18,914,317
- (2,530)
(59,908,431) (25,975,000)
(1,997,423) -
30,000,000 4,370,000
1,267,377 1,400,000
4,944,405 991,721
134,123 222,500
(25,559,949) (18,993,309)
3,130,244 (78,992)
(141) (1,668)
2,389,638 2,470,298
5,519,741 2,389,638

The statement of cash flows is to be read in conjunction with the notes to and forming part of the financial

statements set out on pages 9 to 27.
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Notes to the financial statements

1 Nature of operations and general information

National Foundation For Servicemen Insurance (hereinafter the “Foundation” or “ZINAPAH”) was
incepted on 13 January 2017 as not-for-profit organization.

“ZINAPAH” 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 funds of “ZINAPAH"' are generated from mandatory monthly payments of taxpayers in Armenia
(1,500-15,000 AMD depending on monthly income), donations received from around the world, and the
Foundation’s asset management.

The address of the Foundation is 26/1 Vazgen Sargsyan, 0010 Yerevan, RA.

“ZINAPAH” is governed by an independent Board of Trustees and a group of motivated and experienced
young individuals.

“ZINAPAH” aims to unite the nation to stand by servicemen and their families, ensure their financial
stability and dignified lives, with a commitment to TRANSPARENCY, ACCOUNTABILITY, AND
COMPETENCE.

Business environment

In 2023 the political situation in Armenia continued to remain relatively unstable. The consequences of
the 44-day Artsakh War continued to have a significant impact on the country's overall economy. In
September 2023, the forcibly displaced of approximately 120,000 ethnic Armenians living in Artsakh,
caused further economic and political upheavals. Despite the ceasefire agreement, the consequences of
the war on Armenia's economy, both in the short and long term, are still uncertain.

As a result of the unstable political situation, the permanent closure of international roads, and short-term
ceasefire violations, it is difficult to clearly predict the economic impact on the Foundation’s operations.

The changes in political and economic environment and the development of the legal, tax and legislative
systems in Armenia have continuing nature. The stability and development of the Armenian economy
largely depends on these changes. The government has reaffirmed its commitment to effective public
administration, which entails anti-corruption efforts, transparency and accountability.

The conflict that broke out in Ukraine on February 24, 2022, has had a significant impact on both the
world and the region. The severe sanctions of the USA and European countries against the Russian
Federation (RF) continue and have a tendency to expand.

The Russian Federation is a significant trading partner of the Republic of Armenia, hence sanctions
imposed on Russia as of the date of these financial statements, as well as the escalation of those
sanctions had a radical effect on the economy and financial markets of the Republic of Armenia. Deeper
global sanctions could lead to higher inflation, slower growth in financial markets, and some potential
disruption.

Simultaneously, the conflict in Ukraine caused thousands of Russians and Ukrainians to relocate to the
Republic of Armenia. This included not only individuals but also businesses that were established and
operated in Armenia. This resulted in increased inflows of foreign currency into the Armenian market,
which led to a significant appreciation of the Armenian dram against the US dollar and Euro.

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

2.2 Basis of measurement

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

2.3 Functional and presentation currency

The national currency of Armenia is the Armenian dram (“dram”), which is the Foundation’s functional
currency since this currency best reflects the economic substance of the underlying events and
transactions of the Foundation.

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

2.4 Use of estimates and judgment

The preparation of financial statements in conformity with IFRSs requires management to make critical
accounting estimates and assumptions that affect the reported amounts of assets and liabilities at the
date of the financial statements and the reported amounts of income and expenses during the reporting
period. Significant areas involving a higher degree of judgment or complexity, or areas where
assumptions and estimates are significant to the financial statements are disclosed in note 14 to the
financial statements.

2.5 Adoption of new and revised standards

In the current year the Foundation has adopted all of the new and revised Standards and Interpretations
issued by the International Accounting Standards Board (the “IASB”) and International Financial
Reporting Interpretations Committee (the “IFRIC”) of the IASB that are relevant to its operations and
effective for annual reporting periods beginning on 1 January 2023.

The nature and the effect of these changes are disclosed below.

New and revised standards and interpretations that are effective for annual periods
beginning on or after 1 January 2023

New standards and amendments described below and applied for the first time in 2023 did not have a
material impact on the annual financial statements of the Foundation:

2rPLoUNU3NILEN P UMUINYUGNNHE3UL
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Standard

Title of Standard or Interpretation

IFRS 17

Amendments to IFRS 17 Insurance 1 January 2023
Contracts including the Extension of the
Temporary Exemption from Applying IRFS 9

(Amendments to IFRS 4)

IAS 12

IFRS 17

IAS 8

IAS 1

Deferred Tax related to Assets and Liabilities 1 January 2023
arising from a Single Transaction
(Amendments to IAS 12)

Initial application of IFRS 17 and IFRS 9— 1 January 2023
Comparative information (Amendment to
IFRS 17)

Definition of Accounting Estimates 1 January 2023
(Amendments to IAS 8)

Disclosure of Accounting Policies 1 January 2023
(Amendments to IAS 1 and Practice
Statement 2)

IAS 12

International Tax Reform — Pillar Two Model 1 January 2023
Rules

(Amendments to IAS 12)

IFRS for SMEs

International Tax Reform — Pillar Two Model 4 January 2023
Rules (Amendments to the IFRS for SMEs
‘Standard)

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

At the date of authorization of these financial statements, certain new standards, amendments, and
interpretations to existing standards have been published by the IASB but are not yet effective and have
not been adopted early by the Foundation.

Management anticipates that all of the relevant pronouncements will be adopted in the Foundation’s
accounting policies for the first period beginning on or after the effective date of the pronouncement.

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

Effective for reporting periods

Standard Title of Standard or Interpretation L
beginning on or after
IAS 1 Classification of Liabilities as Current or Non- 1 January 2024
current (Amendments to IAS 1)
IFRS 16 Lease Liability in a Sale and Leaseback 1 January 2024
(Amendments to IFRS 16)
IAS 1 Non-current Liabilities with Covenants 1 January 2024

IAS 7 and IFRS 7

IAS 21

(Amendments to IAS 1)

Supplier Finance Arrangements (Amendments 1 janyary 2024
to IAS 7 and IFRS 7)

Lack of Exchangeability (Amendments to IAS 1 January 2025

21)

2rPLoUNU3NILEN P UMUINYUGNNHE3UL
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3 Summary of material accounting policies

3.1 Foreign currencies

Foreign currency transactions

In preparing the financial statements, transactions in currencies other than the functional currency are
recorded at the rates of exchange defined by the Central Bank of Armenia prevailing on the dates of the
transactions. At each reporting date, monetary items denominated in foreign currencies are retranslated
at the rates defined by the Central Bank of Armenia prevailing on the reporting date, which is 404.79
drams for 1 US dollar and 447.90 drams for 1 euro as of 31 December 2023 (31 December 2022: 393.57
drams for 1 US dollar and 420.06 drams for 1 euro). Exchange differences arising on the settlement and
retranslation of monetary items, are included in profit or loss for the period.

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 non-refundable purchase
taxes and other directly attributable costs. When an item of property and equipment comprises major
components having different useful lives, they are accounted for as separate items of property and
equipment.

Leased premises are also included in property and equipment if they are held under a finance lease.
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 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 recognized in
profit or loss.

Expenditure to replace a component of an item of property and equipment that is accounted for
separately is capitalized with the carrying amount of the component being written off. Other subsequent
expenditure is capitalized if future economic benefits will arise from the expenditure. All other
expenditure, including repair and maintenance, is recognized in profit or loss for the period as incurred.

Depreciation is charged to profit or loss or is added to the cost of other 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) - 5Syears
Equipment and other property and _a
equipment 3-10 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 amortization and impairment losses.

Amortization is charged to the result for the year or is added to the cost of other asset on a straight-line
basis over the estimated useful lives of the intangible assets, which is estimated at 10 years for
accounting software and other intangible assets.

3.4 Leased assets

The Foundation as a lessee

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

2rPLoUNU3NILEN P UMUINYUGNNHE3UL
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The Foundation assesses whether a contract is or contains a lease at inception of the contract. A lease
conveys the right to direct the use and obtain substantially all of the economic benefits of an identified
asset for a period of time in exchange for consideration.

Measurement and recognition of leases as a lessee

At lease commencement date, the Foundation recognizes a right-of-use asset and a lease liability in its
statement of financial position. The right-of-use asset is measured at cost, which is made up of the initial
measurement of the lease liability, any initial direct costs incurred by the Foundation, an estimate of any
costs to dismantle and remove the asset at the end of the lease, and any lease payments made in
advance of the lease commencement date (net of any incentives received).

The Foundation depreciates the right-of-use assets on a straight-line basis from the lease
commencement date to the earlier of the end of the useful life of the right-of-use asset or the end of the
lease term. The Foundation also assesses the right-of-use asset for impairment when such indicators
exist.

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.

Lease payments included in the measurement of the lease liability are made up of fixed payments
(including in substance fixed), variable payments based on an index or rate, amounts expected to be
payable under a residual value guarantee and payments arising from options reasonably certain to be
exercised.

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

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

3.5 Financial instruments

Recognition and derecognition

Financial assets and financial liabilities are recognized when the Foundation becomes a part to the
contractual provisions of the financial instrument.

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

Financial liabilities are derecognized when they are extinguished, discharged, cancelled or expire.

Classification and initial measurement of financial assets

Except for those trade receivables that do not contain a significant financing component and are
measured at the transaction price in accordance with IFRS 15, all financial assets are initially measured
at fair value adjusted for transaction costs.

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

e amortized cost
o fair value through profit or loss (FVTPL)
e fair value through other comprehensive income (FVOCI).
The classification is determined by both:
3 the Foundation's business model for managing the financial asset

. the contractual cash flow characteristics of the financial asset.

Financial Statements
31 December 2023 13
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All income and expenses relating to financial assets that are recognized in the result for the year are
presented within finance costs and finance income. A summary of the Foundation's financial assets by
category is given in note 16.2.

Subsequent measurement of financial assets

Financial assets at amortized cost

Financial assets are measured at amortized cost if the assets meet the following conditions (and are not
designated as FVTPL):

¢ they are held within a business model whose objective is to hold the financial assets and collect its
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 amount outstanding.

After initial recognition, these are measured at amortized cost using the effective interest method.
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 this category of financial instruments.

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

¢ they are held under a business model whose objective it is “hold to collect” the associated cash flows
and sell and

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

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

* Interest 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 (OCI) will be recycled upon derecognition
of the asset.

Impairment of financial assets

IFRS 9’s impairment requirements use more forward-looking information to recognize expected credit
losses — the “expected credit loss (ECL) model”. Instruments within the scope of IFRS 9 requirements
included funds held in banks, investments in government trade securities that are measured at fair value
through other comprehensive income, and receivables.

Recognition of credit losses is no longer dependent on the Foundation first identifying a credit loss event.
Instead, the Foundation considers a broader range of information when assessing credit risk and
measuring expected credit losses, including past events, current conditions, reasonable and supportable
forecasts that affect the expected collectability of the future cash flows of the instrument.

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

¢ financial instruments that have not deteriorated significantly in credit quality since initial recognition or
that have low credit risk (“Stage 1”) and

¢ financial instruments that have deteriorated significantly in credit quality since initial recognition and
whose credit risk is not low (“Stage 2”).

e “Stage 3” would cover financial assets that have objective evidence of impairment at the reporting
date.

2rPLoUNU3NILEN P UMUINYUGNNHE3UL
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“12-month expected credit losses” are recognized for the first category while “lifetime expected credit
losses” are recognized for the second category. Measurement of the expected credit losses is
determined by a probability-weighted estimate of credit losses over the expected life of the financial
instrument.

As of 31 December 2023, and as of 31 December 2022, all the Foundation's financial assets are
classified in “Stage 1” in accordance with IFRS 9.

Allowances for expected credit losses presented in the statement of financial position
Allowances for expected credit losses in the statement of financial position are presented as follows:
¢ Financial assets at amortized cost as decrease from the carrying amount of assets,

¢ Impairment losses on debt instruments measured at fair value through other comprehensive income
are not recognized in the statement of financial position as the equivalent of those assets is equal to
their fair value. However, impairment losses are disclosed and recognized in adjusted allowance of
fair value.

Investments in government debt securities

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

o Market assessment of creditworthiness with reflected bonds vyield,

o Assessment of profitability by reputable agencies,

e 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 considers 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 16.2.

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.
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3.7 Fair value reserve for investment securities at FVOCI

This reserve is the difference between fair value of the investment securities at 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 period 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
excess as an asset (prepaid expense) to 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 asset.

Paid absences
The expected cost of short-term employee benefits in the form of paid absences is recognized as follows:

(a) in the case of accumulating paid absences, when the employees render service that increases
their entitlement to future paid absences.

(b) in the case of non-accumulating paid absences, when the absences occur.

Bonuses

The expected cost of bonus payments is recognized when and only when the Foundation has a present
legal or constructive obligation to make such payments as a result of past events and a reliable estimate
of the obligation can be made.

A present obligation exists when, and only when, the Foundation has no realistic alternative but to make
the payments.

3.9 Compensation expenses

Compensation expenses are recognized when the decision of the Ministry of Defense of the Republic of
Armenia or the Ministry of Emergency Situations of the Republic of Armenia or the National Security
Service under the Government of the Republic of Armenia or the Police of the Republic of Armenia under
the Government of the Republic of Armenia on compensation is received, in the amount of the present
value of the compensations payable, which is equal to the fair value of the liability on compensation. After
initial recognition the liability on compensation is measured at amortized cost using the discount rate
applied at initial recognition. The difference from the remeasurement of the liability at amortized cost is
included separately in the statement of comprehensive loss under finance cost as a financial component.

3.10 Income

Income arises mainly from the donations, mandatory payments and interests.

Income from mandatory payments and donations

Income received from mandatory payments and donations is available to finance the Foundation’s
operations, as stated in the Foundation’s management documents. Therefore, mandatory payments and
donations are recognized as income when they become available.
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Interest income

Interest income is recognized on proportion basis using the effective interest rate to the residual value,
which discounts the expected future cash inflows over the expected life of the financial asset to the net
carrying value of the asset.

3.11 Net assets

Net assets of the Foundation are not distributable to its founders neither in ordinary course of business
nor at liquidation.

4 Investments in government debt securities

The Foundation started investing in coupon bonds of the Government of the Republic of Armenia in 2018.
Investments in government debt securities are measured at fair value through other comprehensive
income. As of 31 December 2023, the fair value of investments in government debt securities amounted
to drams 2,616,502 thousand (as of 31 December 2022: drams 1,835,620 thousand).

The analysis of changes in expected credit losses on investment securities measured at fair value
through other comprehensive income is presented below:

In thousand drams

2023 2022
Balance as of 1 January 4,752 11,398
Net movement (2,292) (6,646)
Balance as of 31 December 2,460 4,752

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

In thousand drams 31 December 2023 31 December 2022
% Period % Period
Government debt securities 7%-11% 2018-2026 7.33%-9.19% 2018-2025

5 Funds placed in banks

In thousand drams As of 31 As of 31
December 2023 December 2022

Deposit accounts in commercial banks within 90 days 12,109,776 8,849,544
Deposit accounts in commercial banks after 90 days 60,328,824 32,825,000
Allowance for expected credit losses (349,001) (118,314)
72,089,599 41,556,230

Funds placed in banks comprise amounts denominated in AMD with a maximum maturity period of 554
days (2022: 550 days).

The analysis of changes in expected credit losses on funds placed in banks is presented below:

In thousand drams

2023 2022
Balance as of 1 January 118,314 196,131
Net movement 230,687 (77,817)
Balance as of 31 December 349,001 118,314
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6 Cash and cash equivalents

In thousand drams

As of 31 As of 31

December 2023 December 2022

Funds placed in the Central Bank of Armenia 5,503,133 2,365,629
Bank balances 16,608 24,009
5,519,741 2,389,638

7 Liabilities on compensation

Within the framework of a special system ensuring compensation for damages caused to the life or health
of servicemen during the defence of the Republic of Armenia, the Foundation provides compensation
from the funds received from donations to servicemen injured while defending the borders of the Republic

of Armenia or their legal successors in accordance with the procedures established by the RA Law on
“Compensation for Damages Caused to the Life or Health of Servicemen during the RA Defence”.
Compensation is provided partially in a lump sum, and the remaining amount is provided in equal monthly

payments over 20 years.

For determination of the fair value of liabilities on compensation, the Foundation uses discounted cash
flows valuation technique, by using yield to maturity interest rates of the RA Government long-term bonds
as discount rates. The subsequent measurement is done at amortized cost.

As of 31 December 2023, the amortized cost of liabilities on compensation amounted to drams
116,826,515 thousand (2022: drams 121,076,576 thousand). Had the compensation liability not been
discounted it would amount to drams 229,240,791 thousand (as of 31 December 2022: drams
245,331,706 thousand). The financial component arising from the measurement of compensation

liabilities at amortized cost is presented in note 12.

8 Revaluation reserve on securities measured at fair value through

other comprehensive income

Revaluation reserve on securities measured at fair value through other comprehensive income (FVOCI)
is the difference between fair value of the investment securities at FVOCI and their fair value at the date

of initial recognition as of the reporting date.

9 Income from mandatory payments and donations

In thousand drams

Mandatory payments

Voluntary donations

10 Interest income

In thousand drams

Interest income from funds placed in banks
Interest income from investments in government debt securities

IpLUMUA
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Year ended 31 Year ended 31
December 2023 December 2022
43,199,061 35,274,477
510,415 747,035
43,709,476 36,021,512

Year ended 31

December Year ended 31
2023 December 2022
5,799,638 3,063,541
152,435 192,497
5,952,073 3,256,038
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11 (Loss)/reversal from the remeasurement of expected credit loss

allowance
In thousand drams Year ended 31 Year ended 31
December 2023 December 2022
Net movement of expected credit loss allowance on investment

securities (refer to note 4) 2,292 6,646

Net movement of expected credit loss allowance on funds placed
in banks (refer to note 5) (230,686) 77,817
(228,394) 84,463

12  Finance costs

In thousand drams Year ended 31 Year ended 31
December 2023 December 2022
Financial component on compensation expenses 7,059,072 9,881,523
Interest expenses for leasing arrangements 5,655 7,227
7,064,627 9,888,750

13 Compensation expenses

Compensation expense is calculated as the difference between the initial recognition amount of the
expense and the financial component due to remeasurement to fair value.

14  Subsequent events

According to the decision dated 18 January 2024, the Board of Trustees of "ZINAPAH" Foundation
reviewed and indexed the monthly compensation to be paid to its beneficiaries, increasing it by 26%
effective from 1 January 2024. This change is due to inflation since 2017. This initiative led to an increase
in the annual liabilities of ZINAPAH by 4 billion drams. The increase in the amount of compensation
applies to all existing and new beneficiaries, with the exception of the financial support for disability group
3. However, after the upcoming legislative changes, the indexation will also be applied to the disability
group of 1 and 2 who are currently in the 3rd group.

15 Critical accounting estimates and judgments

Estimates and judgments are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the
circumstances.

15.1 Critical accounting estimates

The Foundation makes estimates and assumptions concerning the future. The resulting accounting
estimates 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 assets and liabilities within the
next financial year are discussed below.

Impairment of financial assets

The measurement of impairment losses across all categories of financial assets requires judgement, in
particular, the estimation of the amount and timing of future cash flows when determining impairment
losses and the assessment of a significant increase in credit risk. These estimates are driven by a
number of factors, changes in which can result in different levels of allowances. The Foundation’s
expected credit losses calculations are outputs of complex models with a number of underlying
assumptions regarding the choice of variable inputs and their interdependencies. Elements of the
expected credit losses models that are considered accounting judgements and estimates include:
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- The Foundation’s internal credit grading model, which assigns probability of defaults (PD) to the
individual grades;

- The Foundation’s criteria for assessing if there has been a significant increase in credit risk and
so allowances for financial assets should be measured on a lifetime expected credit losses basis
and the qualitative assessment;

- Development of expected credit losses models, including the various formulae and the choice of
inputs;

- Determination of associations between macroeconomic scenarios and, economic inputs, such as
unemployment levels and collateral values, and the effect on probability of defaults, exposure at
defaults and loss given defaults;

- Selection of forward-looking macroeconomic scenarios and their probability weightings, to derive
the economic inputs into the expected credit losses models.

Refer to note 18 for more detailed information on credit risk exposure.
Fair value measurement of liabilities on compensations

Management uses valuation techniques to determine the fair value of financial instruments (where active
market quotes are not available) and non-financial assets. This involves developing estimates and
assumptions consistent with how market participants would price the instrument. Management bases its
assumptions on observable data as far as possible but this is not always available. In that case,
management uses the best information available. Estimated fair values may vary from the actual prices
that would be achieved in an arm’s length transaction 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

The Foundation's liabilities, both short-term and long-term 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 payments, when assessing the liabilities on
compensation. Income generated from mandatory payments is stable, as it is regulated by the RA Law
on “Compensation for Damages Caused to the Life or Health of Servicemen during the RA Defense”. The
Foundation's liabilities on compensation are subject to partial repayment within 20 years, and if there is
no significant increase in the liabilities on compensation or there are no unfavorable changes in the RA
Law mentioned above, the Foundation's management estimates that the cash flows from the mandatory
payments will be sufficient to repay the liabilities, therefore, in the foreseeable future the Foundation will
continue its normal operations.

16  Financial instruments

16.1 Significant accounting policies

Details of the significant accounting policies and methods adopted, including the criteria for recognition
and the basis on which income and expenses are recognized, in respect of each class of financial asset
and financial liability are disclosed in note 3.5.
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16.2 Categories of financial instruments

The carrying amounts of financial assets and financial liabilities in each category are as follows:

Financial assets

In thousand drams

Amortized cost
Funds placed in banks
Cash and cash equivalents

Fair value through other comprehensive income
Investments in government debt securities
Total financial assets

Financial liabilities

In thousand drams

Amortized cost
Liabilities on compensation
Lease liabilities
Payables

Total financial liabilities

As of 31 As of 31
December 2023 December 2022
72,089,599 41,556,230
5,519,741 2,389,638
77,609,340 43,945,868
2,616,502 1,835,620
80,225,842 45,781,488

As of 31 As of 31
December 2023 December 2022
116,826,516 121,076,576
43,422 59,545

9,253 9,024
116,879,191 121,145,145

17  Term analysis of assets and liabilities

The following table presents financial assets and liabilities in accordance with the expected maturities.
Information on the Fund’s undiscounted contractual liabilities is provided in note 18.

In thousand drams
Assets
Funds placed in banks
Cash and cash equivalents
Investments in government debt securities

Liabilities
Liabilities on compensations
Lease liabilities
Payables

Net position

2rPLoUNU3NILEN P UMUINYUGNNHE3UL
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31 December 2023

Less than 1 More than 1
year year Total
44,710,738 27,378,861 72,089,599
5,519,741 - 5,519,741
42,579 2,573,923 2,616,502
50,273,058 29,952,784 80,225,842
13,673,871 215,566,920 229,240,791
21,675 27,095 48,770
9,253 - 9,253
13,704,799 215,594,015 229,298,814
36,568,259 (185,641,231) (149,072,972)
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In thousand drams 31 December 2022

Less than 1 More than 1
year year Total
Assets
Funds placed in banks 32,874,544 8,681,686 41,556,230
Cash and cash equivalents 2,389,638 - 2,389,638
Investments in government debt securities 1,215,099 620,521 1,835,620
36,479,281 9,302,207 45,781,488
Liabilities
Liabilities on compensations 13,682,523 231,649,183 245,331,706
Lease liabilities 21,676 48,770 70,446
Payables 9,024 - 9,024
13,713,223 231,697,953 245,411,176
Net position 22,766,058 (222,395,746) (199,629,688)

18 Financial risk management

The Foundation is exposed to various risks in relation to financial instruments. The main types of risks
are interest rate risk, credit risk and liquidity risk.

The Foundation does not actively engage in the trading of financial assets for speculative purposes. The
most significant financial risks to which the Foundation is exposed are described below.

Financial risk factors

a) Interest rate risk

Interest rate risk arises from the possibility that changes in interest rates will affect future cash flows or
the fair values of financial instruments.

The following table reconciles the average contract and effective interest rates:

2023 Average interest rate
Contract Effective
Liabilities
Liabilities on compensations 0% 8-10%
Lease liabilities 0% 11%
2022 Average interest rate
Contract Effective
Liabilities
Liabilities on compensations 0% 8-10%
Lease liabilities 0% 11%

b)  Credit risk
Impairment assessment

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

The Foundation considers both quantitative and forward-looking qualitative criteria in order to assess
whether a significant increase in credit risk has occurred.
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If, as of the reporting date, the credit risk of the asset has not changed significantly from the date of initial
recognition, the allowance on expected credit risk is recognized at the amount of the possible loss from
the asset's 12-month credit risk.

If, as of the reporting date, the credit risk of the asset has increased significantly from the date of initial
recognition or if there are objective indicators of impairment of the asset, then the allowance on expected
credit loss is recognized at the amount of that asset's possible loss over lifetime.

The calculation of the expected credit loss on assets is made according to the following formula.
ECL = EAD x PD x 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-month and lifetime EADs are determined based on the expected payment profile, which varies
by product type. For products 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 obligation, either over the
next 12 months (12mECL), or over the remaining lifetime (LTECLSs) of the obligation.

The Lifetime PD is developed by applying a maturity profile to the current 12M PD. The maturity profile
looks at how defaults develop on a portfolio from the point of initial recognition throughout the lifetime of
the financial asset.

Loss given default (LGD)

LGD is determined based on the factors which impact the recoveries made post default. These vary by
product type.

o For secured products, this is primarily based on collateral type and projected collateral values,
historical discounts to market/book values due to forced sales, time to repossession and recovery
costs observed.

e Forunsecured products, LGD'’s are typically set at product level due to the limited differentiation in
recoveries achieved across different borrowers. These LGD’s are influenced by collection strategies,
including contracted debt sales and price.

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 recognition but with no objective impairment indicators are
calculated at the gross carrying amount and in case of assets with objective indicators of impairment 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, funds placed
in banks, investments in government debt securities and receivables.
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The maximum exposure to credit risk is presented by the carrying amounts of the following financial
assets:

In thousand drams As of 31 As of 31
December 2023 December 2022

Financial assets

Investments in government debt securities 2,616,502 1,835,620
Funds placed in banks 72,089,599 41,556,230
Cash and cash equivalents 5,519,741 2,389,638
Total financial assets 80,225,842 45,781,488

The credit risk in respect of cash balances held with banks and funds placed in banks are managed via
diverse and only with major reputable financial institutions.

Funds placed in banks

The criterion for determining a significant increase in credit risk of funds placed in banks is the change in
the external credit score. For this criterion, the corporate rating will be taken into account. A significant
change notches in the credit score assigned by the Moody's credit rating agency is indicative of a
significant increase in credit risk. A significant increase in credit risk is taken into 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 corporate rating in a rating agency, the corporate default rate corresponding to
sovereign rating of the country is taken into consideration.

Investments in public debt securities

The criterion for determining a significant increase in credit risk of investments placed in banks is the
change in the external credit score. For this criterion, the sovereign rating of the country will be taken into
account. A significant change notches in the credit score assigned by the Moody's credit rating agency is
indicative of a significant increase in credit risk. A significant increase in credit risk is taken into account
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 default rate corresponding to
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 months expected loss.

The closing balance of the financial assets loss allowance as of 31 December 2023 reconciles with the
financial assets loss allowance opening balance as follows:

In thousand drams

2023 2022
Financial assets at fair value through other comprehensive income
Loss allowance as of 1 January 4,752 11,398
Loss allowance unused and reversed during the year (2,292) (6,646)
Loss allowance as of 31 December 2,460 4,752
Financial assets at amortized cost
Loss allowance as of 1 January 118,314 196,131
Loss allowance recognized during the year 230,687 -
Loss allowance unused and reversed during the year - (77,817)
Loss allowance as of 31 December 349,001 118,314
351,461 123,066

c)  Liquidity risk

Liquidity risk is the risk that the Foundation will be unable to meet its obligations.
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In thousand drams

Liabilities on compensation

Lease liabilities
Payables

In thousand drams

Liabilities on compensation

Lease liabilities
Payables

The following table details the Foundation’s remaining contractual maturity for its non-derivative financial
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 be required to pay.

The table includes both interest and principal cash flows.

31 December 2023

Less than From 3 to From1to5 More than 5 Total gross Carrying
3 months 12 months years years outflow amount
1,143,514 12,530,357 53,792,595 161,774,325 229,240,791 116,826,516
5,419 16,256 27,095 - 48,770 43,422
9,253 - - - 9,253 9,253
1,158,186 12,546,613 53,819,690 161,774,325 229,298,814 116,879,191
31 December 2022
Less than From 3 to From1to5 More than 5 Total gross Carrying
3 months 12 months years years outflow amount
3,356,681 10,325,843 52,613,923 179,035,259 245,331,706 121,076,576
5,419 16,257 48,770 - 70,446 59,645
9,024 - - - 9,024 9,024
3,371,124 10,342,100 52,662,693 179,035,259 245,411,176 121,145,145

19 Fair value measurement

The Foundation provides an analysis of its assets and liabilities that are measured subsequent to initial

recognition at fair value, grouped into Levels 1 to 3 based on the degree to which the fair value is

observable. These Levels are described below:

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

e 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 prices) or indirectly

(i.e. derived from prices); and

e Level 3 - fair value measurements are those derived from valuation techniques that include inputs
for the asset or liability that are not based on observable market data (unobservable inputs).

19.1 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 value hierarchy. 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 bonds. The most significant input is the interest rate
of the RA government bonds yield.

0
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Financial instruments measured at amortized cost

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

Liabilities on compensation are interest free and have a maturity period of 20 years. 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.

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 liability at the present value of the lease
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 reasonable approximation of
the fair value.

20 Contingencies

20.1 Insurance

The Armenian insurance industry is in its development stage and many forms of insurance protection
common in other parts of the world are not yet generally available in Armenia. The Foundation does not
have full coverage for its plant facilities, business interruption, or third party liability in respect of property
or environmental damage arising from accidents on the Foundation property or relating to the Foundation
operations. Until the Foundation obtains adequate insurance coverage, there is a risk that the loss or
destruction of certain assets or environmental damage could have a materially adverse effect on the
Foundation’s operations and financial position.

20.2 Taxes

The taxation system in Armenia is characterized by frequently changing legislation, which sometimes
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.

21 Related parties

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

21.1 Control relationships

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

21.2 Transactions with related parties

As of 31 December 2023, the Foundation has invested funds at the amount of drams 5,503,133 thousand
in the Central Bank of the Republic of Armenia (31 December 2022: drams 2,365,629 thousand).

During 2023 the Foundation received interest income from the invested funds in the Central Bank of the
Republic of Armenia at the amount of drams 445,236 thousand (31 December 2022: drams 139,251
thousand).
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21.3 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 2023 December 2022
Salaries and bonuses 22,430 13,657
22,430 13,657
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