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In thousands of Armenian Drams Note 2021 2020 
     
Rental income 17  2,200,593   2,203,984  
Property operating expenses  18  (274,854)  (233,054) 
Net rental income   1,925,739  1,970,930  
    
Income from sale of inventories   5,727  843  
Cost of sale of inventories   (4,915) (730) 
Net income from sale of inventories   812   113  
     
Other income 18  25,085  40,880 
Change in fair value of investment property 9  367,133  (602,520) 
Administrative expenses 08  (190,808)  (194,862) 
Recovery / (accrual) of expected credit losses on financial assets 10 72,632 (158,728) 
Other expenses 18 (49,546) (37,476) 
Operating profit  2,151,047  1,018,337  
    
Finance income 20  852,121   286,764  
Finance costs 19  (486,765)  (1,325,646) 
Profit/ (Loss) before income tax  2,516,403  (20,545) 
    
Income tax expense 21   (333,235) (126,731) 
     
     
PROFIT /(LOSS) FOR THE YEAR  2,183,168 (147,276) 
     
     
TOTAL COMPREHENSIVE INCOME/ (LOSS) FOR THE YEAR  2,183,168 (147,276) 
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In thousands of Armenian Drams 
 Share capital Other capital  Retained 

earnings 
Total 

       
Balance at 1 January 2020  7,690,270 (34,507) 1,888,235 9,543,998 
       
       
Loss for the year  - - (147,276) (147,276) 
       
       
Total comprehensive loss for 2020  - - (147,276) (147,276) 
       
       
Distribution to owners, non-cash, net of tax  - (3,964) - (3,964) 
       
       
Balance at 31 December 2020   7,690,270  (38,471)      1,740,959        9,392,758  
       
       
Profit for the year  - -  2,183,168   2,183,168  
       
       
Total comprehensive income for 2021  - -  2,183,168   2,183,168  
       
       
Reclassification  - 38,471 (38,471) - 
       
  
Dividends declared 
  

- 
 

- 
 

(1,860,000) 
 

(1,860,000) 
 

      
Balance at 31 December 2021  7,690,270  -  2,025,656   9,715,926  
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In thousands of Armenian Drams Note 2021 2020 
     
Cash flows from operating activities     
Profit/ (Loss) before income tax  2,516,403 (20,545) 
     
Adjustments for:    
     
Depreciation and amortisation 8  34,257   31,245  
Foreign exchange gain / (loss) 18 38,635 (21,978) 
(Accrual) / recovery of expected credit losses on financial assets 10 (72,632)  158,728  
Finance income   20 (852,121) (286,764) 
Finance costs 19  486,765   1,325,646  
Provision for the interest income   -  21,418 
(Gain)/Loss on fair value measurement of investment property  9 (367,133) 602,520 
Net loss from sales of Investment Property   1,377   8,781  
     
     
Operating cash flows before working capital changes  1,785,551 1,819,051 
Change in trade and other receivables   6,323  (122,622) 
Change in inventories   2,643  (996) 
Change in prepaid expenses and VAT receivables  (150) 53,342 
Change in deferred revenue    12,764  (46,401) 
Change in trade and other payables  (57,047) 58,337 
     
     
Changes in working capital  1,750,084 1,760,711 
Income taxes paid  (145,466) (173,685) 
Tenant deposits received  48,418 - 
     
     
Net cash from operating activities  1,653,036 1,587,026 
     
     
Cash flows from investing activities    
Purchases of property, plant and equipment  - (7,818) 
Purchases of investment property  (5,425) (20,965) 
Proceeds from the sale of investment property  - 80,000 
Loans granted to related parties  (1,191,485) (557,659) 
Loan repayments received from related parties   3,024,105  388,600 
Interest received   148,295  9,231 
     
     
Net cash from / (used in) investing activities  1,975,490 (108,611) 
     
     
Cash flows from financing activities    
Repayment of loans and borrowings   (1,641,266) (1,026,334) 
Interest and other charges paid  (348,782) (376,617) 
Dividends paid  (1,767,000) - 
Withholding tax on dividends  (93,000) - 
     
     
Net cash used in financing activities  (3,850,048) (1,402,951) 
     
     
Effect of exchange rate changes on cash and cash equivalents  (45,789) 39,279 
     
     
Cash and cash equivalents at the beginning of the year  487,815 373,072 
     
     
Cash and cash equivalents at the end of the year 11 220,504 487,815 
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1 Kamar Business Center CJSC and its Operations 

These financial statements have been prepared in accordance with International Financial Reporting 
Standards for the year ended 31 December 2021 for Kamar Business Center CJSC (the “Company”). 

The Company was incorporated and is domiciled in the Republic of Armenia (the “RA”). The Company is 
a closed joint stock company and was set up on 10 December 2007 in accordance with Armenian 
regulations.  

As of 31 December 2021, the Company’s shareholders are Mr. Gevorg Nalbandyan (51.3%), a citizen of 
Sweden, and ODENSSNUS AB LLC (48.7%) incorporated in Sweden. As of 31 December 2020, the 
Company’s shareholders were Mr. Gevorg Nalbandyan (51.3%), a citizen of Sweden, and Gajane Gross 
AB (48.7%) incorporated in Sweden. Final beneficiary owner of the Company is Mr. Gevorg Nalbandyan. 
 
Principal activity. The principal activity of the Company is letting of business premises. By 1 November 
2017 the Company has generally completed construction of a business center in downtown of Yerevan 
and commenced its operations. 

Registered address and place of business. The legal address of the Company is Vazgen Sargsyan 2, 
Yerevan 0010, Republic of Armenia. 

Presentation currency. These financial statements are presented in Armenian Drams ("AMD"), unless 
otherwise stated. 

 

2 Operating Environment of the Company 

Republic of Armenia. The Republic of Armenia displays certain characteristics of an emerging market. 
The legal, tax and regulatory frameworks continue to develop and are subject to frequent changes and 
varying interpretations (Note 22). The economic environment of the Republic of Armenia is significantly 
influenced by the level of business activity in the Russian Federation and significant cash movements 
flow from the Russian Federation to the Republic of Armenia. Therefore, ongoing political tension in the 
region, international sanctions, stock market volatility and other risks experienced in the Russian 
Federation could have a negative effect on the financial and corporate sectors of the Republic of 
Armenia. 

COVID-19. In March 2020, the World Health Organisation declared the outbreak of COVID-19 a global 
pandemic. In response to the pandemic, the Armenian authorities implemented numerous measures 
attempting to contain the spreading and impact of COVID-19, such as travel bans and restrictions, 
quarantines, shelter-in-place orders and limitations on business activity, including closures. Some of the 
above measures were subsequently relaxed, however, as of 31 December 2021, the global infection 
levels remain high, vaccination rate is relatively low, and there is a risk that the Armenian authorities 
would impose additional restrictions in subsequent periods, including due to emerging new variants of the 
virus.  

In 2021 the Armenian economy demonstrated positive dynamics in recovery from the pandemic. This 
trend was also supported by the global economic recovery and higher prices on global commodity 
markets. However, higher prices on certain markets in Armenia and globally also contribute to the 
inflation in Armenia. 

The future effects of the current economic situation and the measures taken by the Government are 
difficult to predict and management’s current expectations and estimates could differ from actual results. 

Expected credit losses. For the purpose of measurement of expected credit losses (“ECL”) on the 
Company’s loans, receivables, and similar assets the Company uses supportable forward-looking 
information, including forecasts of macroeconomic variables. As with any economic forecast, however, 
the projections and likelihoods of their occurrence are subject to a high degree of inherent uncertainty and 
therefore the actual outcomes may be significantly different from those projected. 
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3 Significant Accounting Policies  

Basis of preparation. These financial statements have been prepared in accordance with International 
Financial Reporting Standards (“IFRS”) under the historical cost convention. The principal accounting 
policies applied in the preparation of these financial statements are set out below. These policies have 
been consistently applied to all the periods presented, unless otherwise stated.  

The preparation of financial statements in conformity with IFRS requires the use of certain critical 
accounting estimates. It also requires management to exercise its judgement in the process of applying 
the Company’s accounting policies. The areas involving a higher degree of judgement or complexity, or 
areas where assumptions and estimates are significant to the financial statements are disclosed in 
Note 4. 

Going concern. Management prepared these financial statements on a going concern basis. The 
Company is subject to certain covenants related primarily to its Loans and borrowings. Non-compliance 
with such covenants may result in negative consequences for the Company including declaration of 
default. The Company was not in compliance with covenants at 31 December 2021 and 31 December 
2020 (Note 22) that led to excess of current liabilities over current assets as of the mentioned dates. The 
Company received bank waivers till the date of approval of these financial statements.  

Foreign currency translation. The functional currency of each of the Company is the currency of the 
primary economic environment in which the entity operates. The functional currency of the Company and 
the Company’s presentation currency, is the national currency of the currency of the RA, Armenian Drams 
(“AMD”).  

Transactions and balances. Monetary assets and liabilities are translated into each entity’s functional 
currency at the official exchange rate of the Central Bank of the Republic of Armenia (the “CBA”) at the 
respective end of the reporting period. Foreign exchange gains and losses resulting from the settlement 
of the transactions and from the translation of monetary assets and liabilities into the Company’s 
functional currency at year-end official exchange rates of the CBA are recognized in profit or loss as 
finance income or costs. Translation at year-end rates does not apply to non-monetary items that are 
measured at historical cost. Non-monetary items measured at fair value in a foreign currency, including 
equity investments, are translated using the exchange rates at the date when the fair value was 
determined. Effects of exchange rate changes on non-monetary items measured at fair value in a foreign 
currency are recorded as part of the fair value gain or loss. 

At 31 December 2021, the principal rate of exchange used for translating foreign currency balances was 
USD 1 = AMD 480.14 (2020: USD 1 = AMD 522.59), EUR 1 = AMD 542.61 (2020: EUR 1 = AMD 
641.11), RUB 1 = AMD 6.42 (2020: RUB 1 = AMD 7.02), GBP 1 = AMD 646.17 (2020 GBP 1 = AMD 
709.47). 

Property, plant, and equipment. Property, plant, and equipment are stated at cost, less accumulated 
depreciation, and impairment, where required.  

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to the 
Company and the cost of the item can be measured reliably. Costs of minor repairs and day-to-day 
maintenance are expensed when incurred. Cost of replacing major parts or components of property, 
plant, and equipment items is capitalized and the replaced part is retired. 

At the end of each reporting period management assesses whether there is any indication of impairment 
of property, plant, and equipment. If any such indication exists, management estimates the recoverable 
amount, which is determined as the higher of an asset’s fair value less costs of disposal and its value in 
use. The carrying amount is reduced to the recoverable amount and the impairment loss is recognized in 
profit or loss for the year. An impairment loss recognized for an asset in prior years is reversed where 
appropriate if there has been a change in the estimates used to determine the asset’s value in use or fair 
value less costs of disposal.  

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and 
are recognized in profit or loss for the year within Other expenses. 
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3 Significant Accounting Policies (Continued)   

Depreciation. Land is not depreciated. Depreciation on other items of property, plant and equipment is 
calculated using the straight-line method to allocate their cost to their residual values over their estimated 
useful lives:  

 Useful lives in years 
Buildings  40 
Plant and equipment  5-10 
Fixtures and fittings 5-10 
Motor vehicles 7 

The residual value of an asset is the estimated amount that the Company would currently obtain from the 
disposal of the asset less the estimated costs of disposal if the asset was already of the age and in the 
condition expected at the end of its useful life. The assets’ residual values and useful lives are reviewed, 
and adjusted if appropriate, at the end of each reporting period. 

Investment property. Investment property is property held by the Company to earn rental income or for 
capital appreciation, or both and which is not occupied by the Company. Investment property is initially 
recognized at cost, including transaction costs, and subsequently remeasured at fair value updated to 
reflect market conditions at the end of the reporting period. Fair value of investment property is the price 
that would be received from sale of the asset in an orderly transaction, without deduction of any 
transaction costs. The best evidence of fair value is given by current prices in an active market for similar 
property in the same location and condition.  

In the absence of current prices in an active market, the Company considers information from discounted 
cash flow projections based on reliable estimates of future cash flows, supported by the terms of any 
existing lease and other contracts and (when possible) by external evidence such as current market rents 
for similar properties in the same location and condition, and using discount rates that reflect current 
market assessments of the uncertainty in the amount and timing of the cash flows. 

Market value of the Company’s investment property as of 31 December 2021 is determined based on 
valuation performed by the Company’s management. The management has the relevant professional 
experience and skills for performing the valuation of the property.  

Earned rental income is recorded in profit or loss for the year within Rental income. Gains and losses 
resulting from changes in the fair value of investment property are recorded in profit or loss for the year 
and presented separately.  

Subsequent expenditure is capitalized to the asset’s carrying amount only when it is probable that future 
economic benefits associated with the expenditure will flow to the Company and the cost can be 
measured reliably. All other repairs and maintenance costs are expensed when incurred. 

Financial instruments – key measurement terms. Fair value is the price that would be received to sell 
an asset or paid to transfer a liability in an orderly transaction between market participants at the 
measurement date. The best evidence of fair value is the price in an active market. An active market is 
one in which transactions for the asset or liability take place with sufficient frequency and volume to 
provide pricing information on an ongoing basis.  

Fair value of financial instruments traded in an active market is measured as the product of the quoted 
price for the individual asset or liability and the number of instruments held by the entity. This is the case 
even if a market’s normal daily trading volume is not sufficient to absorb the quantity held and placing 
orders to sell the position in a single transaction might affect the quoted price.  
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3 Significant Accounting Policies (Continued) 

Valuation techniques such as discounted cash flow models or models based on recent arm’s length 
transactions or consideration of financial data of the investees are used to measure fair value of certain 
financial instruments for which external market pricing information is not available. Fair value 
measurements are analyzed by level in the fair value hierarchy as follows: (i) level one are measurements 
at quoted prices (unadjusted) in active markets for identical assets or liabilities, (ii) level two 
measurements are valuations techniques with all material inputs observable for the asset or liability, 
either directly (that is, as prices) or indirectly (that is, derived from prices), and (iii) level three 
measurements are valuations not based on solely observable market data (that is, the measurement 
requires significant unobservable inputs). Transfers between levels of the fair value hierarchy are deemed 
to have occurred at the end of the reporting period.  

Transaction costs are incremental costs that are directly attributable to the acquisition, issue or disposal 
of a financial instrument. An incremental cost is one that would not have been incurred if the transaction 
had not taken place. Transaction costs include fees and commissions paid to agents (including 
employees acting as selling agents), advisors, brokers and dealers, levies by regulatory agencies and 
securities exchanges, and transfer taxes and duties. Transaction costs do not include debt premiums or 
discounts, financing costs or internal administrative or holding costs.  

Amortized cost (“AC”) is the amount at which the financial instrument was recognized at initial recognition 
less any principal repayments, plus accrued interest, and for financial assets less any allowance for 
expected credit losses (“ECL”). Accrued interest includes amortization of transaction costs deferred at 
initial recognition and of any premium or discount to the maturity amount using the effective interest 
method. Accrued interest income and accrued interest expense, including both accrued coupon and 
amortized discount or premium (including fees deferred at origination, if any), are not presented 
separately and are included in the carrying values of the related items in the statement of financial 
position. 

The effective interest method is a method of allocating interest income or interest expense over the 
relevant period, so as to achieve a constant periodic rate of interest (effective interest rate) on the 
carrying amount. The effective interest rate is the rate that exactly discounts estimated future cash 
payments or receipts (excluding future credit losses) through the expected life of the financial instrument 
or a shorter period, if appropriate, to the gross carrying amount of the financial instrument. The effective 
interest rate discounts cash flows of variable interest instruments to the next interest repricing date, 
except for the premium or discount which reflects the credit spread over the floating rate specified in the 
instrument, or other variables that are not reset to market rates. Such premiums or discounts are 
amortized over the whole expected life of the instrument. The present value calculation includes all fees 
paid or received between parties to the contract that are an integral part of the effective interest rate. For 
assets that are purchased or originated credit impaired (“POCI”) at initial recognition, the effective interest 
rate is adjusted for credit risk, i.e., it is calculated based on the expected cash flows on initial recognition 
instead of contractual payments. 

Financial instruments – initial recognition. Financial instruments at FVTPL are initially recorded at fair 
value. All other financial instruments are initially recorded at fair value adjusted for transaction costs. Fair 
value at initial recognition is best evidenced by the transaction price. A gain or loss on initial recognition is 
only recorded if there is a difference between fair value and transaction price which can be evidenced by 
other observable current market transactions in the same instrument or by a valuation technique whose 
inputs include only data from observable markets. After the initial recognition, an ECL allowance is 
recognized for financial assets measured at AC and investments in debt instruments measured at FVOCI, 
resulting in an immediate accounting loss. 

Financial assets – classification and subsequent measurement – measurement categories. The 
Company classifies financial assets at AC.  

Financial assets – classification and subsequent measurement – business model. The business model 
reflects how the Company manages the assets in order to generate cash flows – whether the Company’s 
objective is: (i) solely to collect the contractual cash flows from the assets (“hold to collect contractual cash 
flows”,) or (ii) to collect both the contractual cash flows and the cash flows arising from the sale of assets (“hold 
to collect contractual cash flows and sell”) or, if neither of (i) and (ii) is applicable, the financial assets are 
classified as part of “other” business model and measured at FVTPL.  
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3 Significant Accounting Policies (Continued) 

Business model is determined for a group of assets (on a portfolio level) based on all relevant evidence about 
the activities that the Company undertakes to achieve the objective set out for the portfolio available at the 
date of the assessment.  

Financial assets – classification and subsequent measurement – cash flow characteristics. Where the 
business model is to hold assets to collect contractual cash flows or to hold contractual cash flows and sell, the 
Company assesses whether the cash flows represent solely payments of principal and interest (“SPPI”). 
Financial assets with embedded derivatives are considered in their entirety when determining whether their 
cash flows are consistent with the SPPI feature. In making this assessment, the Company considers whether 
the contractual cash flows are consistent with a basic lending arrangement, i.e., interest includes only 
consideration for credit risk, time value of money, other basic lending risks and profit margin.  

Where the contractual terms introduce exposure to risk or volatility that is inconsistent with a basic lending 
arrangement, the financial asset is classified and measured at FVTPL. The SPPI assessment is performed on 
initial recognition of an asset and it is not subsequently reassessed.  

Financial assets impairment – credit loss allowance for ECL. The Company assesses, on a forward-
looking basis, the ECL for debt instruments measured at AC and FVOCI and for the exposures arising 
from loan commitments and financial guarantee contracts, for contract assets. The Company measures 
ECL and recognizes net impairment losses on financial and contract assets at each reporting date. The 
measurement of ECL reflects: (i) an unbiased and probability weighted amount that is determined by 
evaluating a range of possible outcomes, (ii) time value of money and (iii) all reasonable and supportable 
information that is available without undue cost and effort at the end of each reporting period about past 
events, current conditions, and forecasts of future conditions. 

Debt instruments measured at AC, trade and other receivables and loans issued are presented in the 
statement of financial position net of the allowance for ECL.  

The Company recognizes loss allowances for ECLs on the following financial instruments that are not 
measured at FVTPL: 

- Trade and other receivables; 

- Loans issued. 

ECLs are required to be measured through a loss allowance at an amount equal to: 

- 12-month ECL, i.e., lifetime ECL that result from those default events on the financial instrument 
that are possible within 12 months after the reporting date, (referred to as Stage 1); or 

- Full lifetime ECL, i.e., lifetime ECL that result from all possible default events over the life of the 
financial instrument (referred to as Stage 2 and Stage 3). 

The Company applies the IFRS 9 simplified approach to measuring expected credit losses which uses a 
lifetime expected loss allowance for all trade receivables (Note 10). 

Debt instruments measured at AC, trade and other receivables, loans issued and contract assets are 
presented in the statement of financial position net of the allowance for ECL.  

Financial assets – write-off. Financial assets are written-off, in whole or in part, when the Company 
exhausted all practical recovery efforts and has concluded that there is no reasonable expectation of 
recovery. The write-off represents a derecognition event. The main indicator that there is no reasonable 
expectation of recovery is expiry of limitation period. The Company may write-off financial assets that are 
still subject to enforcement activity when the Company seeks to recover amounts that are contractually 
due, however, there is no reasonable expectation of recovery. 

Financial assets – derecognition. The Company derecognizes financial assets when (a) the assets are 
redeemed or the rights to cash flows from the assets otherwise expire or (b) the Company has transferred 
the rights to the cash flows from the financial assets or entered into a qualifying pass-through 
arrangement whilst (i) also transferring substantially all the risks and rewards of ownership of the assets 
or (ii) neither transferring nor retaining substantially all the risks and rewards of ownership but not 
retaining control. 
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3 Significant Accounting Policies (Continued) 

 

Control is retained if the counterparty does not have the practical ability to sell the asset in its entirety to 
an unrelated third party without needing to impose additional restrictions on the sale. 

Financial assets – modification. A modification of a financial asset occurs when the contractual terms 
governing the cash flows of a financial asset are renegotiated or otherwise modified between initial 
recognition and maturity of the financial asset. A modification affects the amount and/or timing of the 
contractual cash flows either immediately or at a future date.  

Financial liabilities – measurement categories. Financial liabilities are classified as subsequently 
measured at AC. 

Financial liabilities – derecognition. Financial liabilities are derecognized when they are extinguished 
(i.e., when the obligation specified in the contract is discharged, cancelled, or expires). 

The difference between the carrying amount of the financial liability derecognized and the consideration 
paid and payable is recognized in profit or loss. 

Offsetting financial instruments. Financial assets and liabilities are offset, and the net amount reported 
in the statement of financial position only when there is a legally enforceable right to offset the recognized 
amounts, and there is an intention to either settle on a net basis, or to realize the asset and settle the 
liability simultaneously. Such a right of set off (a) must not be contingent on a future event and (b) must 
be legally enforceable in all of the following circumstances: (i) in the normal course of business, (ii) in the 
event of default and (iii) in the event of insolvency or bankruptcy. 

Cash and cash equivalents. Cash and cash equivalents include cash in hand, deposits held at call with 
banks, and other short-term highly liquid investments with original maturities of three months or less. 
Cash and cash equivalents are carried at AC because: (i) they are held for collection of contractual cash 
flows and those cash flows represent SPPI, and (ii) they are not designated at FVTPL.  

Trade and other receivables. Trade and other receivables are recognized initially at fair value and are 
subsequently carried at AC using the effective interest method.  

Trade and other payables. Trade payables are accrued when the counterparty performs its obligations 
under the contract and are recognized initially at fair value and subsequently carried at AC using the 
effective interest method.  

Borrowings. Borrowings are recognized initially at fair value, net of transaction costs incurred, and are 
subsequently carried at AC using the effective interest method.  

Operating lease. Where the Company is a lessor in a lease which does not transfers substantially all the 
risks and rewards incidental to ownership to the lessee (i.e., operating lease), lease payments from 
operating leases are recognized as Rental income on a straight-line basis. Modification of a lease is 
accounted for by the lessor as a new lease from the effective date of the modification, considering any 
prepaid or accrued lease payments relating to the original lease as part of the lease payments for the new 
lease. 

Tenant deposits. Tenant deposits, that meet the definition of financial liability, are initially recognized at 
fair value and subsequently measured at amortized cost. Any difference between the initial fair value and 
the nominal amount is included as a component of operating lease income and recognized on a straight-
line basis over the lease term. Other tenant deposits are stated at the nominal amount. 

Income taxes. Income taxes have been provided for in the financial statements in accordance with 
legislation enacted or substantively enacted by the end of the reporting period. The income tax charge 
comprises current tax and deferred tax and is recognized in profit or loss for the year, except if it is 
recognized in other comprehensive income or directly in equity because it relates to transactions that are 
also recognized, in the same or a different period, in other comprehensive income or directly in equity.  

Current tax is the amount expected to be paid, or recovered, in respect of taxable profits or losses for the  
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3 Significant Accounting Policies (Continued) 

current and prior periods. Taxable profits or losses are based on estimates if the financial statements are 
authorized prior to filing relevant tax returns. Taxes other than on income are recorded within operating 
expenses. 

Deferred income tax is provided using the balance sheet liability method for tax loss carry forwards and 
temporary differences arising between the tax bases of assets and liabilities and their carrying amounts 
for financial reporting purposes. In accordance with the initial recognition exemption, deferred taxes are 
not recorded for temporary differences on initial recognition of an asset or a liability in a transaction other 
than a business combination if the transaction, when initially recorded, affects neither accounting nor 
taxable profit. Deferred tax balances are measured at tax rates enacted or substantively enacted at the 
end of the reporting period, which are expected to apply to the period when the temporary differences will 
reverse, or the tax loss carry forwards will be utilized.  

Deferred tax assets for deductible temporary differences and tax loss carry forwards are recorded only to 
the extent that it is probable that the temporary difference will reverse in the future and there is sufficient 
future taxable profit available against which the deductions can be utilized.  

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset 
current tax assets against current tax liabilities and when the deferred income taxes assets and liabilities 
relate to income taxes levied by the same taxation authority on either the same taxable entity or different 
taxable entities where there is an intention to settle the balances on a net basis.  

The Company controls the reversal of temporary differences relating to taxes chargeable on dividends 
from subsidiaries or on gains upon their disposal. The Company does not recognize deferred tax liabilities 
on such temporary differences except to the extent that management expects the temporary differences 
to reverse in the foreseeable future.  

Value added tax. Output value added tax related to sales is accrued in the month of delivery of goods or 
services to customers and is payable to tax authorities before 20th of the next month. Input VAT is 
generally recoverable against output VAT upon receipt of the VAT invoice. The tax authorities permit the 
settlement of VAT on a net basis. VAT related to sales and purchases is recognized in the statement of 
financial position on a net basis. Where provision has been made for ECL of receivables, the impairment 
loss is recorded for the gross amount of the debtor, including VAT.  

Inventories. Inventories are recorded at the lower of cost and net realizable value. The cost of inventory 
is determined on the first-in, first-out basis. Net realizable value is the estimated selling price in the 
ordinary course of business, less the estimated cost of completion and selling expenses.  

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

Share capital. Ordinary shares are classified as equity. Incremental costs directly attributable to the issue 
of new shares are shown in equity as a deduction, net of tax, from the proceeds. Any excess of the fair 
value of consideration received over the par value of shares issued is recorded as share premium in 
equity. 

Dividends. Dividends are recorded as a liability and deducted from equity in the period in which they are 
declared and approved. Any dividends declared after the reporting period and before the financial 
statements are authorized for issue are disclosed in the subsequent events note. The statutory 
accounting reports of the Company are the basis for profit distribution and other appropriations.  
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3 Significant Accounting Policies (Continued) 

Provisions for liabilities and charges. Provisions for liabilities and charges are non-financial liabilities of 
uncertain timing or amount. They are accrued when the Company has a present legal or constructive 
obligation as a result of past events, it is probable that an outflow of resources embodying economic 
benefits will be required to settle the obligation, and a reliable estimate of the amount of the obligation can 
be made. Provisions are measured at the present value of the expenditures expected to be required to  
settle the obligation using a pre-tax rate that reflects current market assessments of the time value of 
money and the risks specific to the obligation. The increase in the provision due to the passage of time is 
recognized as an interest expense within finance costs.  

Levies and charges, such as taxes other than income tax or regulatory fees based on information related 
to a period before the obligation to pay arises, are recognized as liabilities when the obligating event that 
gives rise to pay a levy occurs, as identified by the legislation that triggers the obligation to pay the levy. If 
a levy is paid before the obligating event, it is recognized as a prepayment.  

Reimbursement asset. Where the Company expects some or all of a provision to be reimbursed by a 
third party, a receivable is recognized as an asset if it is virtually certain that reimbursement will be 
received, and the amount of the receivable can be measured reliably. Reimbursement assets are held at 
AC and net of ECL. 

Revenue recognition. The Company earns revenue from acting as a lessor in operating leases which do 
not transfer substantially all of the risks and rewards incidental to ownership of an investment property. 
Rental income arising from operating leases on investment property is accounted for on a straight-line 
basis over the lease term and is included in revenue in the statement of profit or loss due to its operating 
nature, except for contingent rental income which is recognized when it arises. Initial direct costs incurred 
in negotiating and arranging an operating lease are recognized as an expense over the lease term on the 
same basis as the lease income. 

Lease incentives that are paid or payable to the lessee are deducted from lease payments. Accordingly, 
tenant lease incentives are recognized as a reduction of rental revenue on a straight-line basis over the 
term of the lease. The lease term is the non-cancellable period of the lease together with any further term 
for which the tenant has the option to continue the lease, where, at the inception of the lease, the 
Company is reasonably certain that the tenant will exercise that option. 

Deferred revenue. Deferred revenue is recognized as a liability when the Company receives an advance 
payment.  

Employee benefits. Wages, salaries, contributions to the RA state pension and social insurance funds, 
paid annual leave and sick leave, bonuses, and non-monetary benefits (such as health services) are 
accrued in the year in which the associated services are rendered by the employees of the Company. 
The Company has no legal or constructive obligation to make pension or similar benefit payments beyond 
the social contribution.  

Amendment of the financial statements after issue. Any changes to these financial statements after 
issue require approval of the Company’s management who authorized these financial statements for 
issue. 

4 Critical Accounting Estimates and Judgements in Applying Accounting Policies 

The Company makes estimates and assumptions that affect the amounts recognized in the financial 
statements and the carrying amounts of assets and liabilities within the next financial year. Estimates and 
judgements are continually evaluated and are based on management’s experience and other factors, 
including expectations of future events that are believed to be reasonable under the circumstances. 
Management also makes certain judgements, apart from those involving estimations, in the process of 
applying the accounting policies. Judgements that have the most significant effect on the amounts 
recognized in the financial statements and estimates that can cause a significant adjustment to the 
carrying amount of assets and liabilities within the next financial year include: 

Deferred income tax asset recognition. The recognized deferred tax assets represent income taxes 
recoverable through future deductions from taxable profits and are recorded in the statement of financial 
position. Deferred income tax assets are recorded to the extent that realization of the related tax benefit is 
probable. This includes temporary difference expected to reverse in the future and the availability of 
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sufficient future taxable profit against which the deductions can be utilized. The future taxable profits and 
the amount of tax benefits that are probable in the future are based on the medium-term business plan 
prepared by management and extrapolated results thereafter. The business plan is based on 
management expectations that are believed to be reasonable under the circumstances. 

Tax legislation. Armenian tax, currency and customs legislation is subject to varying interpretations. 
Refer to Note 22.  

Initial recognition of related party transactions. In the normal course of business, the Company enters 
into transactions with its related parties. IFRS 9 requires initial recognition of financial instruments based 
on their fair values. Judgement is applied in determining if transactions are priced at market or non-
market interest rates, where there is no active market for such transactions. The basis for judgement is 
pricing for similar types of transactions with unrelated parties and effective interest rate analyses. Terms 
and conditions of related party balances are disclosed in Note 27. 

ECL measurement. Measurement of ECLs is a significant estimate that involves determination 
methodology, models, and data inputs. The following components have a major impact on credit loss 
allowance: definition of default, SICR, probability of default (“PD”), exposure at default (“EAD”), and loss 
given default (“LGD”), as well as models of macro-economic scenarios. The Company regularly reviews 
and validates the models and inputs o the models to reduce any differences between expected credit loss 
estimates and actual credit loss experience.  

Valuation of investment properties. Investment property is stated at its fair value based on reports 
prepared by management at the end of the reporting period.  

As a result of the current economic environment, the frequency of property transactions is low in the 
Company’s principal markets. In management’s assessment there is no sufficient market activity to 
provide comparable prices for orderly transactions with similar properties when determining the fair value 
for the Company’s investment property, because this information is not readily available there. For this 
property, the valuation was based principally on discounted cash flow projections based on reliable 
estimates of future cash flows, supported by the terms of any existing lease and other contracts and by 
external evidence such as current market rents for similar properties in the same location and condition, 
and using discount rates that reflect current market assessments of the uncertainty in the amount and 
timing of the cash flows.  

In preparing the valuation reports on the Company’s investment property, management excluded 
distressed sales when considering comparable sales prices. Management has performed assumptions 
underlying the discounted cash flow models used in the valuation and confirmed that factors such as the 
discount rate applied have been appropriately determined considering the market conditions at the end of 
the reporting period. Notwithstanding the above, management considers that the valuation of its 
investment properties is currently subject to an increased degree of judgement and an increased 
likelihood that actual proceeds on a sale may differ from the carrying value. 

The principal assumptions underlying the estimation of the fair value are those relating to: the receipt of 
contractual rentals; expected future market rentals; void periods; maintenance requirements; and 
appropriate discount rates. These valuations are regularly compared to actual market yield data and 
actual transactions by the Company, and those reported by the market. 

The principal assumptions made and the impact on the aggregate valuations of reasonably possible 
changes in these assumptions, with all other variables held constant, are as follows: 

 The future rental rate was estimated as weighted average rental rate for comparable office premises: 
AMD 130,234 per square meter per annum (2020: AMD 120,611). Had these rental rates been 
increased or decreased by 5 percent, the total carrying value of investment property would be AMD 
265,942 thousand higher or AMD 265,942 thousand lower, respectively. 

 Vacancy loss rate was assumed to be in the range of 3% – 5% (2020: 4.3% – 6.3%) in different years 
of operation. Should the vacancy loss rate increase / decrease by 1 percentage point, the carrying 
value of the investment property would be AMD 56,767 thousand lower / AMD 56,767 thousand 
higher. 

 The discount rate was assumed to be 13.27% (2020: 12.24%). Should this discount rate increase / 
decrease by 1 percentage point, the carrying value of the investment property would be AMD 819,017 
thousand lower / AMD 888,151 thousand higher. 
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4 Critical Accounting Estimates and Judgements in Applying Accounting Policies (Continued) 

 The capitalisation rate was assumed to be 9.95% (2020: 10.4%). Should this capitalisation rate 
increase / decrease by 1 percentage point, the carrying value of the investment property would be 
AMD 489,440 thousand lower / AMD 598,852 thousand higher. 

Useful lives of property, plant, and equipment. The estimation of the useful lives of items of property, 
plant and equipment is a matter of judgment based on the experience with similar assets. The future 
economic benefits embodied in the assets are consumed principally through use. However, other factors, 
such as technical or commercial obsolescence and wear and tear, often result in the diminution of the 
economic benefits embodied in the assets. Management assesses the remaining useful lives in 
accordance with the current technical conditions of the assets and estimated period during which the 
assets are expected to earn benefits for the Company. The following primary factors are considered: (a) 
the expected usage of the assets; (b) the expected physical wear and tear, which depends on operational 
factors and maintenance programme; and (c) the technical or commercial obsolescence arising from 
changes in market conditions. 

Were the estimated useful lives to differ by 10% from management’s estimates, the impact on 
depreciation for the year ended 31 December 2021 would be to increase it by AMD 3,426 thousand or 
decrease it by AMD 3,426 thousand (2020: increase by AMD 3,125 thousand or decrease by AMD 3,125 
thousand). 

Residual values of property, plant, and equipment. Management determined the residual values of 
property, plant, and equipment to be nil. 

5 Adoption of New or Revised Standards and Interpretations 

COVID-19-Related Rent Concessions Amendment to IFRS 16 issued on 28 May 2020 and effective 
for annual periods beginning on or after 1 June 2020. The amendment provides lessees with relief in 
the form of an optional exemption from assessing whether a rent concession related to COVID-19 is a 
lease modification. Lessees can elect to account for rent concessions in the same way as if they were not 
lease modifications. The practical expedient only applies to rent concessions occurring as a direct 
consequence of the COVID-19 pandemic and only if all of the following conditions are met: the change in 
lease payments results in revised consideration for the lease that is substantially the same as, or less 
than, the consideration for the lease immediately preceding the change; any reduction in lease payments 
affects only payments due on or before 30 June 2021; and there is no substantive change to other terms 
and conditions of the lease. 

The amendment didn’t have any material impact on the Company’s financial statements. 

The following amended standards became effective from 1 January 2021, but did not have any material 
impact on the Company:  

Interest rate benchmark (IBOR) reform – phase 2 amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 
and IFRS 16 (issued on 27 August 2020 and effective for annual periods beginning on or after 
1 January 2021). The Phase 2 amendments address issues that arise from the implementation of the 
reforms, including the replacement of one benchmark with an alternative one. The amendments cover the 
following areas:  

 Accounting for changes in the basis for determining contractual cash flows as a result of IBOR 
reform: For instruments to which the amortised cost measurement applies, the amendments require 
entities, as a practical expedient, to account for a change in the basis for determining the contractual 
cash flows as a result of IBOR reform by updating the effective interest rate using the guidance in 
paragraph B5.4.5 of IFRS 9. As a result, no immediate gain or loss is recognised. This practical 
expedient applies only to such a change and only to the extent it is necessary as a direct 
consequence of IBOR reform, and the new basis is economically equivalent to the previous basis. 
Insurers applying the temporary exemption from IFRS 9 are also required to apply the same practical 
expedient. IFRS 16 was also amended to require lessees to use a similar practical expedient when 
accounting for lease modifications that change the basis for determining future lease payments as a 
result of IBOR reform. End date for Phase 1 relief for non contractually specified risk components in 
hedging relationships:  
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5 Adoption of New or Revised Standards and Interpretations (Continued) 

The Phase 2 amendments require an entity to prospectively cease to apply the Phase 1 reliefs to a 
non-contractually specified risk component at the earlier of when changes are made to the non-
contractually specified risk component, or when the hedging relationship is discontinued. No end date 
was provided in the Phase 1 amendments for risk components. 

 Additional temporary exceptions from applying specific hedge accounting requirements: The Phase 2 
amendments provide some additional temporary reliefs from applying specific IAS 39 and IFRS 9 
hedge accounting requirements to hedging relationships directly affected by IBOR reform.  

 Additional IFRS 7 disclosures related to IBOR reform: The amendments require disclosure of: (i) how 
the entity is managing the transition to alternative benchmark rates, its progress and the risks arising 
from the transition; (ii) quantitative information about derivatives and non-derivatives that have yet to 
transition, disaggregated by significant interest rate benchmark; and (iii) a description of any changes 
to the risk management strategy as a result of IBOR reform.  

6 New Accounting Pronouncements 

Certain new standards and interpretations have been issued that are mandatory for the annual periods 
beginning on or after 1 January 2022 or later, and which the Company has not early adopted.  

Sale or Contribution of Assets between an Investor and its Associate or Joint Venture – 
Amendments to IFRS 10 and IAS 28 (issued on 11 September 2014 and effective for annual 
periods beginning on or after a date to be determined by the IASB). These amendments address an 
inconsistency between the requirements in IFRS 10 and those in IAS 28 in dealing with the sale or 
contribution of assets between an investor and its associate or joint venture.  

The main consequence of the amendments is that a full gain or loss is recognized when a transaction 
involves a business. A partial gain or loss is recognized when a transaction involves assets that do not 
constitute a business, even if these assets are held by a subsidiary. The amendment is not expected to 
have any material impact on the Company’s financial statements. 

IFRS 17 “Insurance Contracts” (issued on 18 May 2017 and effective for annual periods beginning 
on or after 1 January 2021, the effective date subsequently modified to 1 January 2023 by the 
Amendments to IFRS 17 as discussed below). IFRS 17 replaces IFRS 4, which has given companies 
dispensation to carry on accounting for insurance contracts using existing practices. As a consequence, it 
was difficult for investors to compare and contrast the financial performance of otherwise similar 
insurance companies. IFRS 17 is a single principle-based standard to account for all types of insurance 
contracts, including reinsurance contracts that an insurer holds. The standard requires recognition and 
measurement of groups of insurance contracts at: (i) a risk-adjusted present value of the future cash 
flows (the fulfilment cash flows) that incorporates all of the available information about the fulfilment cash 
flows in a way that is consistent with observable market information; plus (if this value is a liability) or 
minus (if this value is an asset) (ii) an amount representing the unearned profit in the group of contracts 
(the contractual service margin). Insurers will be recognising the profit from a group of insurance 
contracts over the period they provide insurance coverage, and as they are released from risk. If a group 
of contracts is or becomes loss-making, an entity will be recognising the loss immediately.  

The standard is not expected to have any material impact on the Company’s financial statements. 

Amendments to IFRS 17 and an amendment to IFRS 4 (issued on 25 June 2020 and effective for 
annual periods beginning on or after 1 January 2023). The amendments include a number of 
clarifications intended to ease implementation of IFRS 17, simplify some requirements of the standard 
and transition. The amendments relate to eight areas of IFRS 17, and they are not intended to change the 
fundamental principles of the standard. The following amendments to IFRS 17 were made:  
 Effective date: The effective date of IFRS 17 (incorporating the amendments) has been deferred by 

two years to annual reporting periods beginning on or after 1 January 2023; and the fixed expiry date 
of the temporary exemption from applying IFRS 9 in IFRS 4 has also been deferred to annual 
reporting periods beginning on or after 1 January 2023. 
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6 New Accounting Pronouncements (Continued) 

 Expected recovery of insurance acquisition cash flows: An entity is required to allocate part of the 
acquisition costs to related expected contract renewals, and to recognize those costs as an asset 
until the entity recognizes the contract renewals. Entities are required to assess the recoverability of 
the asset at each reporting date, and to provide specific information about the asset in the notes to 
the financial statements. 

 Contractual service margin attributable to investment services: Coverage units should be identified, 
considering the quantity of benefits, and expected period of both insurance coverage and investment 
services, for contracts under the variable fee approach and for other contracts with an ‘investment-
return service’ under the general model. Costs related to investment activities should be included as 
cash flows within the boundary of an insurance contract, to the extent that the entity performs such 
activities to enhance benefits from insurance coverage for the policyholder. 

 Reinsurance contracts held – recovery of losses: When an entity recognizes a loss on initial 
recognition of an onerous group of underlying insurance contracts, or on addition of onerous 
underlying contracts to a group, an entity should adjust the contractual service margin of a related 
group of reinsurance contracts held and recognize a gain on the reinsurance contracts held. The 
amount of the loss recovered from a reinsurance contract held is determined by multiplying the loss 
recognized on underlying insurance contracts and the percentage of claims on underlying insurance 
contracts that the entity expects to recover from the reinsurance contract held. This requirement 
would apply only when the reinsurance contract held is recognized before or at the same time as the 
loss is recognized on the underlying insurance contracts. 

 Other amendments: Other amendments include scope exclusions for some credit card (or similar) 
contracts, and some loan contracts; presentation of insurance contract assets and liabilities in the 
statement of financial position in portfolios instead of groups; applicability of the risk mitigation option 
when mitigating financial risks using reinsurance contracts held and non-derivative financial 
instruments at fair value through profit or loss; an accounting policy choice to change the estimates 
made in previous interim financial statements when applying IFRS 17; inclusion of income tax 
payments and receipts that are specifically chargeable to the policyholder under the terms of an  
insurance contract in the fulfilment cash flows, and selected transition reliefs and other minor 
amendments. 

The amendments are not expected to have any material impact on the Company’s financial statements. 

Classification of liabilities as current or non-current – Amendments to IAS 1 (issued on 23 
January 2020 and effective for annual periods beginning on or after 1 January 2022). These narrow 
scope amendments clarify that liabilities are classified as either current or non-current, depending on the 
rights that exist at the end of the reporting period. Liabilities are non-current if the entity has a substantive 
right, at the end of the reporting period, to defer settlement for at least twelve months. The guidance no 
longer requires such a right to be unconditional. Management’s expectations whether they will 
subsequently exercise the right to defer settlement do not affect classification of liabilities. The right to 
defer only exists if the entity complies with any relevant conditions as of the end of the reporting period. A 
liability is classified as current if a condition is breached at or before the reporting date even if a waiver of 
that condition is obtained from the lender after the end of the reporting period. Conversely, a loan is 
classified as non-current if a loan covenant is breached only after the reporting date. In addition, the 
amendments include clarifying the classification requirements for debt a company might settle by 
converting it into equity. ‘Settlement’ is defined as the extinguishment of a liability with cash, other 
resources embodying economic benefits or an entity’s own equity instruments. There is an exception for 
convertible instruments that might be converted into equity, but only for those instruments where the 
conversion option is classified as an equity instrument as a separate component of a compound financial 
instrument. The Company is currently assessing the impact of the amendments on its financial 
statements. 

Classification of liabilities as current or non-current, deferral of effective date – Amendments to 
IAS 1 (issued on 15 July 2020 and effective for annual periods beginning on or after 1 January 
2023). The amendment to IAS 1 on classification of liabilities as current or non-current was issued in 
January 2020 with an original effective date 1 January 2022. However, in response to the Covid-19 
pandemic, the effective date was deferred by one year to provide companies with more time to implement 
classification changes resulting from the amended guidance. The Company is currently assessing the 
impact of the amendments on its financial statements. 
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6 New Accounting Pronouncements (Continued) 

Proceeds before intended use, Onerous contracts – cost of fulfilling a contract, Reference to the 
Conceptual Framework – narrow scope amendments to IAS 16, IAS 37 and IFRS 3, and Annual 
Improvements to IFRSs 2018-2020 – amendments to IFRS 1, IFRS 9, IFRS 16 and IAS 41 (issued on 
14 May 2020 and effective for annual periods beginning on or after 1 January 2022). The 
amendment to IAS 16 prohibits an entity from deducting from the cost of an item of PPE any proceeds 
received from selling items produced while the entity is preparing the asset for its intended use. The 
proceeds from selling such items, together with the costs of producing them, are now recognized in profit 
or loss. An entity will use IAS 2 to measure the cost of those items. Cost will not include depreciation of 
the asset being tested because it is not ready for its intended use. The amendment to IAS 16 also 
clarifies that an entity is ‘testing whether the asset is functioning properly’ when it assesses the technical 
and physical performance of the asset.  
 
The financial performance of the asset is not relevant to this assessment. An asset might therefore be 
capable of operating as intended by management and subject to depreciation before it has achieved the 
level of operating performance expected by management.  
 
The amendment to IAS 37 clarifies the meaning of ‘costs to fulfil a contract’. The amendment explains 
that the direct cost of fulfilling a contract comprises the incremental costs of fulfilling that contract; and an 
allocation of other costs that relate directly to fulfilling. The amendment also clarifies that, before a  
separate provision for an onerous contract is established, an entity recognizes any impairment loss that 
has occurred on assets used in fulfilling the contract, rather than on assets dedicated to that contract. 
 
IFRS 3 was amended to refer to the 2018 Conceptual Framework for Financial Reporting, in order to 
determine what constitutes an asset or a liability in a business combination. Prior to the amendment, 
IFRS 3 referred to the 2001 Conceptual Framework for Financial Reporting. In addition, a new exception 
in IFRS 3 was added for liabilities and contingent liabilities. The exception specifies that, for some types 
of liabilities and contingent liabilities, an entity applying IFRS 3 should instead refer to IAS 37 or IFRIC 21,  
rather than the 2018 Conceptual Framework. Without this new exception, an entity would have 
recognized some liabilities in a business combination that it would not recognize under IAS 37. Therefore, 
immediately after the acquisition, the entity would have had to derecognize such liabilities and recognize 
a gain that did not depict an economic gain. It was also clarified that the acquirer should not recognize 
contingent assets, as defined in IAS 37, at the acquisition date. 
 
The amendment to IFRS 9 addresses which fees should be included in the 10% test for derecognition of 
financial liabilities. Costs or fees could be paid to either third parties or the lender. Under the amendment, 
costs or fees paid to third parties will not be included in the 10% test. 
 
Illustrative Example 13 that accompanies IFRS 16 was amended to remove the illustration of payments 
from the lessor relating to leasehold improvements. The reason for the amendment is to remove any 
potential confusion about the treatment of lease incentives. 
 
IFRS 1 allows an exemption if a subsidiary adopts IFRS at a later date than its parent. The subsidiary can 
measure its assets and liabilities at the carrying amounts that would be included in its parent’s financial 
statements, based on the parent’s date of transition to IFRS, if no adjustments were made for 
consolidation procedures and for the effects of the business combination in which the parent acquired the 
subsidiary. IFRS 1 was amended to allow entities that have taken this IFRS 1 exemption to also measure 
cumulative translation differences using the amounts reported by the parent, based on the parent’s date 
of transition to IFRS. The amendment to IFRS 1 extends the above exemption to cumulative translation 
differences, in order to reduce costs for first-time adopters. This amendment will also apply to associates 
and joint ventures that have taken the same IFRS 1 exemption. 

The requirement for entities to exclude cash flows for taxation when measuring fair value under IAS 41 
was removed. This amendment is intended to align with the requirement in the standard to discount cash 
flows on a post-tax basis. The Company is currently assessing the impact of the amendments on its 
financial statements. 
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6 New Accounting Pronouncements (Continued) 

Amendments to IAS 1 and IFRS Practice Statement 2: Disclosure of Accounting policies (issued 
on 12 February 2021 and effective for annual periods beginning on or after 1 January 2023). IAS 1 
was amended to require companies to disclose their material accounting policy information rather than 
their significant accounting policies. The amendment provided the definition of material accounting policy 
information. The amendment also clarified that accounting policy information is expected to be material if, 
without it, the users of the financial statements would be unable to understand other material information 
in the financial statements. 
 
The amendment provided illustrative examples of accounting policy information that is likely to be 
considered material to the entity’s financial statements. Further, the amendment to IAS 1 clarified that 
immaterial accounting policy information need not be disclosed. However, if it is disclosed, it should not 
obscure material accounting policy information. To support this amendment, IFRS Practice Statement 2, 
‘Making Materiality Judgements’ was also amended to provide guidance on how to apply the concept of 
materiality to accounting policy disclosures. The Company is currently assessing the impact of the 
amendments on its financial statements. 
 
Amendments to IAS 8: Definition of Accounting Estimates (issued on 12 February 2021 and 
effective for annual periods beginning on or after 1 January 2023). The amendment to IAS 8 clarified 
how companies should distinguish changes in accounting policies from changes in accounting estimates. 
The Company is currently assessing the impact of the amendments on its financial statements. 
 
Covid-19-Related Rent Concessions – Amendments to IFRS 16 (issued on 31 March 2021 and 
effective for annual periods beginning on or after 1 April 2021). In May 2020 an amendment to 
IFRS 16 was issued that provided an optional practical expedient for lessees from assessing whether a 
rent concession related to COVID-19, resulting in a reduction in lease payments due on or before 30 June 
2021, was a lease modification. An amendment issued on 31 March 2021 extended the date of the 
practical expedient from 30 June 2021 to 30 June 2022.  The Company is currently assessing the impact 
of the amendments on its financial statements. 
 
Deferred tax related to assets and liabilities arising from a single transaction – Amendments to 
IAS 12 (issued on 7 May 2021 and effective for annual periods beginning on or after 1 January 
2023). The amendments to IAS 12 specify how to account for deferred tax on transactions such as leases 
and decommissioning obligations. In specified circumstances, entities are exempt from recognising 
deferred tax when they recognise assets or liabilities for the first time. Previously, there had been some 
uncertainty about whether the exemption applied to transactions such as leases and decommissioning 
obligations – transactions for which both an asset and a liability are recognised. The amendments clarify 
that the exemption does not apply and that entities are required to recognise deferred tax on such 
transactions. The amendments require companies to recognise deferred tax on transactions that, on 
initial recognition, give rise to equal amounts of taxable and deductible temporary differences. The 
Company is currently assessing the impact of the amendments on its financial statements. 

Transition option to insurers applying IFRS 17 – Amendments to IFRS 17 (issued on 9 December 
2021 and effective for annual periods beginning on or after 1 January 2023). The amendment to the 
transition requirements in IFRS 17 provides insurers with an option aimed at improving the usefulness of 
information to investors on initial application of IFRS 17. The amendment relates to insurers’ transition to 
IFRS 17 only and does not affect any other requirements in IFRS 17. The transition requirements in IFRS 
17 and IFRS 9 apply at different dates and will result in the following one-time classification differences in 
the comparative information presented on initial application of IFRS 17: accounting mismatches between 
insurance contract liabilities measured at current value and any related financial assets measured at 
amortised cost; and if an entity chooses to restate comparative information for IFRS 9, classification 
differences between financial assets derecognised in the comparative period (to which IFRS 9 will not 
apply) and other financial assets (to which IFRS 9 will apply).  
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6 New Accounting Pronouncements (Continued) 

The amendment will help insurers to avoid these temporary accounting mismatches and, therefore, will 
improve the usefulness of comparative information for investors. It does this by providing insurers with an 
option for the presentation of comparative information about financial assets. When initially applying IFRS 
17, entities would, for the purpose of presenting comparative information, be permitted to apply a 
classification overlay to a financial asset for which the entity does not restate IFRS 9 comparative 
information. The transition option would be available, on an instrument-by-instrument basis; allow an 
entity to present comparative information as if the classification and measurement requirements of IFRS 9 
had been applied to that financial asset, but not require an entity to apply the impairment requirements of 
IFRS 9; and require an entity that applies the classification overlay to a financial asset to use reasonable 
and supportable information available at the transition date to determine how the entity expects that 
financial asset to be classified applying IFRS 9. 

The Company is currently assessing the impact of the amendments on its financial statements. 

Unless otherwise described above, the new standards and interpretations are not expected to 
significantly affect the Company’s financial statements. 
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7 Property, Plant and Equipment 

Movements in the carrying amount of property, plant and equipment were as follows:  

In thousands of Armenian Drams Lands Office equipment Vehicles Other PPE Total 
      

Cost as at 1 January 2020  12,747  126,137   5,760   15,268  159,912  
Accumulated depreciation as at 1 January 2020 -   (34,168)  (3,358)  (3,750)  (41,276) 
            
      
Carrying amount as at 1 January 2020  12,747  91,969   2,402   11,518  118,636  
      
Additions -   72,727   -  10,772   83,499  
Disposals -   (97)  -  (358)  (455) 
Depreciation charge -   (27,855)  (778)  (2,612)  (31,245) 
            
      
Carrying amount as at 31 December 2020  12,747   136,744   1,624   19,320   170,435  
            

      
Cost as at 31 December 2020  12,747   198,767   5,760   25,682   242,956  
Accumulated depreciation as at 31 December 2020 -  (62,023) (4,136) (6,362) (72,521) 
      
           

Carrying amount as at 31 December 2020  12,747   136,744   1,624   19,320   170,435  

            

      
Additions  -   5,693   -   262   5,955  

Disposals  -   (52)  -   -   (52) 

Depreciation charge  -   (31,201)  (778)  (2,278)  (34,257) 

            
      
Carrying amount as at 31 December 2021  12,747   111,184   846   17,304   142,081  
            
      
Cost as at 31 December 2021  12,747   204,408   5,760   25,944   248,859  

Accumulated depreciation as at 31 December 2021  -   (93,224)  (4,914)  (8,640)  (106,778) 

Carrying amount as at 31 December 2021  12,747   111,184   846   17,304   142,081  
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8 Investment Property 
 

In thousands of Armenian Drams  2021 2020 
     
Investment properties at fair value as at 1 January  15,759,096 16,351,700 
     
Additions   1,377  85,363 
Disposals   (600) (75,447) 
Fair value gains / (losses)   367,133  (602,520) 
     
     
Investment properties at fair value as at 31 December   16,127,006  15,759,096 
     

The investment property is valued annually as at 31 December at fair value, by the management, who 
has the relevant professional experience and skills for performing the valuation of the property in the 
Republic of Armenia. 

As a result of the current economic environment, the frequency of property transactions is low in the 
Company’s principal markets. In management’s assessment there is not sufficient market activity to 
provide comparable prices for orderly transactions with similar properties when determining the fair value 
for the Company’s investment property, because this information is not readily available there. For this 
property, the valuation was based principally on discounted cash flow projections based on reliable 
estimates of future cash flows, supported by the terms of any existing lease and other contracts and by 
external evidence such as current market rents for similar properties in the same location and condition, 
and using discount rates that reflect current market assessments of the uncertainty in the amount and 
timing of the cash flows.  

Direct operating expenses recognized in profit or loss include AMD 274,854 thousand (2020: 
AMD 233,054 thousand) relating to investment property that generated rental income. 

All investment properties were in use in 2021 and 2020. The properties are required to comply with the 
relevant health and safety and other environmental requirements, subject to ongoing self-certification and 
periodic inspections from independent oversight bodies, in order to continue in operation. Management 
considers that the Company’s properties comply with substantially all the relevant requirements, and 
based on the Company’s historical experience, all properties are expected to continue to be approved for 
ongoing use. 

At 31 December 2021, investment properties carried at AMD 16,127,006 thousand (2020: 
AMD 15,759,096 thousand) have been pledged to third parties as collateral with respect to borrowings 
(Note 22).  

Where the Company is the lessor, the future minimum lease payments receivable under operating leases of 
investment properties are as follows:  

In thousands of Armenian Drams 2021 2020 
    
1 year  2,257,328   2,217,779  
2 year  1,854,213   2,208,029  
3 year  1,751,709   1,798,602  
4 year  1,748,218   1,692,614  
5 year  1,708,968   1,689,122  
Later than 5 years  9,128,410   9,423,044  
    
    
Total undiscontinued operating lease payments receivable as at 
31 December 18,448,848 19,029,190 
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8 Investment Property (Continued) 

Rental income from investment properties was AMD 2,200,593 thousand (2020: AMD 2,203,984 
thousand). 

The investment property is leased to tenants under operating leases with rentals payable monthly. Lease 
payments for some contracts include increases and decreases due to currency devaluations, but there 
are no other variable lease payments that depend on an index or rate. Where considered necessary to 
reduce credit risk, the Company obtains security deposits from tenants for the term of the lease. 

Although the Company is exposed to changes in the residual value at the end of the current leases, the 
Company typically enters into new operating leases and therefore will not immediately realize any 
reduction in residual value at the end of these leases. Expectations about the future residual values are 
reflected in the fair value of the properties. 

9 Loans Issued 
 

In thousands of Armenian Drams 2021 2020 
    
Interest bearing non-current loans to related parties    45,666  1,249,266  
Interest bearing current loans to related parties  48   794,263  
   
Less: Credit loss allowance charge in profit or loss  -  (102,431) 
    
    
Total loans issued at 31 December 45,714 1,941,098 
    

During 2021, other capital of AMD 38,471 thousand recognised as a result of discounting of below market 
rate loans extended to related parties at market rate was reclassified to Retained earnings (2020: a loss 
on initial recognition of loans at rates below market in the amount of AMD 3,964 thousand has been 
recorded in equity). During 2021 AMD 102,431 thousand credit loss allowance was released (2020: AMD 
83,265 thousand has been recorded) in profit or loss for the year. 

The following table discloses the changes in the credit loss allowance and gross carrying amount for 
loans carried at amortized cost between the beginning and the end of the reporting period. 

 2021 2020 

 
In thousands of Armenian Drams 

Credit loss 
allowance 

Gross 
carrying 
amount 

Credit loss 
allowance 

Gross 
carrying 
amount 

     
Corporate loans     
At 1 January  (102,431)  2,043,529  (19,166) 1,608,911 
New originated or purchased  -   1,191,485   -   557,659  
Interest during the period  -   61,183   -   85,751  
Principal repayments  -   (3,019,105)  -   (388,600) 
Interest repayments  -   (153,295)  -   (9,231) 
ECL reversal/(charge) for the year 102,431   -    (83,265)  -  
Foreign exchange and other 
movements  -   (141,456)  -   210,244  
Other movements  -   63,373   -   (21,205) 
     
     
At 31 December  - 45,714  (102,431)  2,043,529  
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9 Loans Issued (Continued) 

The credit loss allowance for loans recognized in the period is impacted by a variety of factors, details of 
ECL measurement are provided in Note 23. Below main movements in the table are described: 

 Impact on the measurement of ECL due to changes to model assumptions, including changes in PDs, 
EADs and LGDs in the period, arising from update of inputs to ECL models; 

 Unwinding of discount due to the passage of time because ECL is measured on a present value basis; 

 Foreign exchange translations of assets denominated in foreign currencies and other movements. 

Refer to Note 25 for the estimated fair value of each class of loans. Information on related party balances 
is disclosed in Note 27. 

 

10 Trade and Other Receivables 

In thousands of Armenian Drams  2021 2020 
     
Trade receivables  224,813 228,923 
     
     
Total financial assets within trade and other receivables        224,813  228,923 
     
Prepayments            4,169   5,067  
Tax prepayments            7,572   9,327  
Other               316   4  
     
     
Total trade and other receivables at 31 December  236,870 243,321 
     

Trade receivables of AMD 224,813 thousand (2020: AMD 228,923 thousand) are from operating lease. 

The Company applies the IFRS 9 simplified approach to measuring expected credit losses which uses a 
lifetime expected loss allowance for all trade receivables.  

To measure the expected credit losses, trade receivables have been grouped based on shared credit risk 
characteristics and the days past due. 

The expected loss rates are based on the payment profiles of customers over a period of 24 month 
before each balance sheet date and the corresponding historical credit losses experienced within this 
period. The historical loss rates are adjusted to reflect current and forward-looking information on 
macroeconomic factors affecting the ability of the customers to settle the receivables.  

 31 December 2021 31 December 2020 
In % of gross value  
(In thousands of 
Armenian Drams) 

Loss  
Rate 

Gross 
carrying  
amount 

Lifetime  
ECL  

Net 
carrying 

value 

Loss  
rate 

Gross 
carrying  
amount 

Lifetime  
ECL  

Net 
carrying 

value 
          
Individual provision  
- Ameriabank CJSC 0% 197,425  - 

 
197,425  0%  195,836   -  

 
195,836  

- Collective LLC 100% 75,464 (75,464) - 100% 75,464 (75,464) - 
- Others 0% 27,388 - 27,388 0% 33,087 - 33,087 
         
         
Total  0% 300,277  (75,464) 224,813  25%  304,387  (75,464) 228,923  
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9 Trade and Other Receivables (Continued) 

The table below discloses the credit quality of trade and other receivable balances based on credit risk 
grades at 31 December 2021 and 2020: 

In thousands of Armenian Drams 2021 2020 
   

Ba1 (Moody's)  197,425  195,836  
Not rated 27,388 108,551 
      

 
  

Total Trade Receivables  224,813 304,387 
     

11 Cash and Cash Equivalents 

In thousands of Armenian Drams 2021 2020 
    
Bank balances payable on demand   220,504   487,815  
Less: Expected credit losses - - 
    
    
Total cash and cash equivalents at 31 December 220,504 487,815 
    

The table below discloses the credit quality of cash and cash equivalents balances based on credit risk 
grades at 31 December 2021 and 2020: 

In thousands of Armenian Drams 2021 2020 
   

Ba1 (Moody's)   176,341  - 
Ba3 (Moody’s)  44,163  486,699 
Not rated -  1,116  
      

 
  

Total cash and cash equivalents 220,504 487,815 
     

 

The Company’s cash and cash equivalents are denominated in currencies as follows: 

In thousands of Armenian Drams 2021 2020 
    
Cash and cash equivalents denominated in:     
- US Dollars  108,316   275,002  
- Euros  98,222   191,017  

- Armenian Drams 
13,965 

 
21,796 

 
- Russian Roubles 1 - 
    
    
Total cash and cash equivalents at 31 December 220,504 487,815 
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12 Share and Other Capital 

As at 31 December 2021 and 2020 the total authorized number of the Company’s shares is 79,281,131 
shares (2020: 79,281,131 shares) with a par value of AMD 97 per share (2020: AMD 97 per share). All 
issued ordinary shares are fully paid. Each ordinary share carries one vote. Dividends declared and paid 
during the year were AMD 1,860,000 (2020: nil). The dividend per share as at 31 December 2021 is 
23.46 AMD (2020: 0 AMD per share). 

The other capital represented a deemed distribution as a result of discounting of below market rate loans 
extended to related parties at market rate. As at 31 December 2021 the below market rate loans issued to 
related parties were repaid and the effect was reclassified to Retained earnings.  

13 Loans and Borrowings 

The Company was not in compliance with loan covenants as at 31 December 2021 and 31 December 
2020 and the whole amount of Loans and borrowings was classified as current as at both dates.  

The Company’s loans and borrowings are denominated in currencies as follows: 

In thousands of Armenian Drams 2021 2020 
    
- US Dollars 2,635,883 3,708,969 
- Euros 2,536,044 3,932,061 
    
    
Total loans and borrowings at 31 December 5,171,927 7,641,030 
    

The bank loan denominated in USD matures until 4 May 2025 and bears interest of 7% annually (2020: 
7% annually). The bank loan denominated in EUR matures until 5 May 2025 and bears interest of 
EURIBOR+3% annually (2020: EURIBOR+3% annually). 

Investment property is pledged as collateral for the full amount of loans (Note 22). 

The Company does not apply hedge accounting and has not entered into any for its hedging 
arrangements in respect of its foreign currency obligations or interest rate exposures.  

The fair value of current borrowings approximates their carrying amount. 
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14 Reconciliation of liabilities arising from financing activities 

The table below sets out an analysis of liabilities from financing activities and the movements in the 
Company’s liabilities from financing activities for each of the periods presented. The items of these 
liabilities are those that are reported as financing in the statement of cash flows: 

 2021 2020 
  
In thousands of Armenian Drams 

Borrowings  Borrowings  

   
Liabilities from financing activities 

at 1 January 7,641,030 7,732,753 
   
Cash flows   
Repayments of principal  (1,641,266)  (1,026,334) 
Interest payments   (349,603)  (376,617) 
   
Non-cash changes   
Interest accrual  327,583   377,025  
Foreign exchange differences  (800,114)  939,959  
Other   (5,703)  (5,756) 
   
   
Liabilities from financing activities 

at 31 December  5,171,927 7,641,030 
   

 

15 Provisions for Liabilities and Charges 

Movements in provisions for liabilities and charges for the year ended 31 December 2021 are are as 
follows: 

 In thousands of Armenian Drams Legal claims Other Total 
     
Carrying amount at 1 January 2021  1,214,689   12,996   1,227,685  
     
Additions charged to profit or loss   -   7,763   7,763  
Utilization of provision  -   (2,623)  (2,623) 
       
     
Carrying amount at 31 December 2021   1,214,689  18,136   1,232,825  
     

Movements in provisions for liabilities and charges for the year ended 31 December 2020 are as follows: 

 In thousands of Armenian Drams Legal claims Other Total 
     
Carrying amount at 1 January 2020 1,214,689   9,375  1,224,064  
     
Additions charged to profit or loss   -   7,899   7,899  
Utilization of provision  -   (4,278) (4,278) 
       
     
Carrying amount at 31 December 2020 1,214,689   12,996  1,227,685  
     

 

All of the above provisions have been classified as current liabilities because the Company does not have 
an unconditional right to defer settlement beyond one year. Expected timing of the cash outflows is 
indicated below. 
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15 Provisions for Liabilities and Charges (Continued) 

Legal claims. In January 2017, the Company presented in trial court a claim against the contractor on 
return of the compensation in addition to other penalties due to non-performance of the contractual 
obligations (the total amount of the claim against the contractor is AMD 1,780,820 thousand). The 
contractor presented a counterclaim in trial court on seizure of payment in the amount of AMD 1,615,784 
thousand for investment property construction works.  

During 2019, the trial court had ruled in favor of the contractor, which was later appealed in the court of 
appeals by the Company. The court of appeals rejected the trial court ruling and sent the case to lower 
court for a new trial. Considering the mentioned developments taken place in 2019 and the reasons of 
rejection of trial court ruling, management assessed probable the outflow of the financial resources thus 
respective provision was recognized in the total amount of the counterclaim in accordance with IAS 37 
“Provisions, contingent liabilities and contingent assets”.  

The provision was recognized at the total amount of legal claim (AMD 1,615,784 thousand) less the 
prepayment made by the Company to the contractor (AMD 401,095 thousand). 

The claim was presented against the Company at the time of Ameria Group (CY) Limited shareholding. In 
the share purchase agreement dated 6 August 2019, Ameria Group (CY) Limited has agreed to 
reimburse any cost associated with adverse outcome of the above-mentioned legal case. The Company 
thus recognized a reimbursement asset of equal amount. On 8 September 2020, Ameria Group CY 
Limited changed its name to lmast Group (Cy) Limited. 

As a result of the new examination of the case in 2020, the court decision of the lawsuit filed by the 
contractor was dismissed in part and the lawsuit was suspended in another part. On 8 January 2021 the 
deadline for appealing against the verdict expired. The Court decision has entered into legal force, after 
which the proceedings of the other suspended court cases were resumed and suspended again for a 
technical examination to be carried out. No significant events took place in 2021 to trigger the reversal of 
the provision and corresponding reimbursement asset. 

The credit loss allowance of AMD 93,072 thousand was recognised on reimbursement asset, which is 
impacted by a variety of factors, such as changes to model assumptions, including changes in PDs, 
EADs and LGDs in the period, arising from update of inputs to ECL model. 

16 Trade and Other Payables  

In thousands of Armenian Drams Note 2021 2020 
     
Trade payables   24,292   37,054  
Liabilities for purchased property, plant, and equipment   98,136  102,548  
     
Total financial payables within trade and other payables at AC  122,428  139,602  
     
Taxes payable   30,434   39,346  
Other payable   10,044   10,044  
    
    
Trade and other payables at 31 December  162,906 188,992 
     

Liabilities for purchased property, plant, and equipment in amount of AMD 77,696 thousand (2020: 
82,104) are non-current. 

The Company holds long-term security deposits from tenants of AMD 526,520 thousand (2020: AMD 
603,543 thousand) and short-term security deposits from tenants of AMD 118,450 thousand (2020: AMD 
nil). These deposits are non-refundable and will be set-off against the last two, three or four months of the 
lease depending on the contract with tenant. 

 

 



Kamar Business Center CJSC 
Notes to the Financial Statements 
 

  
28 

 

17 Rental income 

All the rental income is recognized over time (2020: over time). The rental income is disaggregated as 
follows: 

In thousands of Armenian Drams 2021 2020 
   
Rental income from lease of premises 2,141,812 2,140,979 
Rental income from lease of conference room 54,862 59,849 
Rental income from lease of parking slots 3,919 3,156 
   
   
Total rental income 2,200,593 2,203,984 
   
 
 

18 Income and Expenses by Nature 

Property operating expenses 
 

In thousands of Armenian Drams 2021 2020 
    
Engineering and technical control expense  80,100   80,100  
Utilities  64,978   62,284  
Security expense  43,500   43,500  
Ongoing repair expenses  18,415   1,530  
Depreciation expense  15,425  13,058 
Cleaning expenses  12,907   8,071  
Elevator maintenance expenses  5,130   5,330  
Property ongoing maintenance  9,439   98  
Other expenses  24,960   19,083  
    
    
Total property operating expenses 274,854 233,054 
    

 
Administrative expenses 
 

In thousands of Armenian Drams 2021 2020 
    
Personnel expenses  89,516   81,250  
Marketing and advisory expenses  38,330   52,988  
Insurance expenses  20,109   19,495  
Depreciation and amortization  19,266   18,187  
Non-refundable taxes  9,023   18,471  
Utilities costs  2,719   2,900  
Representative expenses  1,141   24  
Other expenses  10,704   1,547  
    
    
Total administrative expenses 190,808 194,862 
    

Personnel expenses include contribution to mandatory pension funds amounting AMD 1,827 thousand  
(2020: AMD 921 thousand). 
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18 Income and Expenses by Nature (Continued) 

Other income 
 

In thousands of Armenian Drams 2021 2020 
    
Income from penalties  14,133   7,334  
Other rental income  9,645   9,420  
Foreign exchange gain  -   21,978  
Other   1,307   2,148  
    
    
Total other income  25,085   40,880  
    

 
 
Other expenses 
 

In thousands of Armenian Drams 2021 2020 
    
Foreign exchange loss 38,413  -  
Loss from currency conversion 9,752 3,987 
Exploration expenses 60 2,493 
Provision for the interest income - 21,418 
Loss on disposal of investment property - 8,780 
Other expenses 1,321 798 
    
    
Total other expenses 49,546 37,476 
    

19 Finance Costs 

In thousands of Armenian Drams Note 2021 2020 
     
Interest expenses on loans and borrowings   327,699  377,025 
Unwinding of discount for long-term accounts payable   17,610  8,662 
Foreign exchange losses less gains for borrowings  - 939,959 
Foreign exchange losses less gains for loans issued  141,456 - 
     
     
Total finance costs  486,765 1,325,646 
     

20 Finance Income 

In thousands of Armenian Drams 2021 2020 
   
Interest income on bank accounts and on deposits 51,069  76,520  
Foreign exchange gains less losses from loans issued -   210,244  
Foreign exchange gains less losses from borrowings 801,052   -  
    
   
Total finance income   852,121   286,764  
    

 

 

 



Kamar Business Center CJSC 
Notes to the Financial Statements 
 

  
30 

 

21 Income Taxes  

(a)  Components of income tax expense 

Income tax expense recorded in profit or loss comprises the following:  

In thousands of Armenian Drams 2021 2020 
    
Current tax   (137,920)  (150,557) 
Deferred tax  (195,315) 23,826 
    
    
Income tax expense for the year (333,235) (126,731) 
    

 

(b)  Reconciliation between the tax expense and profit or loss multiplied by applicable tax rate 

The income tax rate applicable to the Company’s 2021 income is 18% (2020: 18%). A reconciliation 
between the expected and the actual taxation charge is provided below. 

In thousands of Armenian Drams 2021 2020 
    
Profit / (loss) before tax  2,516,403 (20,545) 
    
    
Theoretical tax (charge) / credit at statutory rate of 18%: (452,953) 3,698 
    
Tax effect of items which are not deductible or assessable for taxation 

purposes:   
- Income which is exempt from taxation  154,039   104,108  
- Non-deductible expenses  (34,321)  (234,537) 
- Effect of the tax rate change - - 
   
    
Income tax expense for the year (333,235) (126,731) 
    

 

(c)  Deferred taxes analyzed by type of temporary difference 

Differences between IFRS and statutory taxation regulations in RA give rise to temporary differences 
between the carrying amount of assets and liabilities for financial reporting purposes and their tax bases. 
The tax effect of the movements in these temporary differences is detailed below and is recorded at the 
rate of 18% (2020: 18%).  

In thousands of Armenian Drams 
1 January  

2021  
(Charged)/credited 

to profit or loss 
(Charged)/ credited 

directly to equity 
31 Dec 2021 

      
Tax effect of deductible/(taxable) 

temporary differences     
Investment property  (698,620)  (191,850)  -    (890,470) 
Property and equipment  7,527   (3,835)  -    3,692  
Loans and borrowings  (5,042)  455   -    (4,587) 
Deferred rental income  (37,185)  673   -    (36,512) 
Cash and cash equivalents                  -    -    -    -   
Loans issued  29,827   (28,957)  (870) -  
Trade and other payables  (5,202)  20,641   -    15,439  
Accounts receivable and 

prepayments 
 85,781   7,558   -    93,339  

      
      
Net deferred tax liability  (622,914)  (195,315)  (870)  (819,099) 
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21 Income taxes (Continued) 

The tax effect of the movements in the temporary differences for the year ended 31 December 2020 are: 

In thousands of Armenian Drams 
1 January  

2020  
(Charged)/credited 

to profit or loss 
(Charged)/ credited 

directly to equity 
31 Dec 2020 

      
Tax effect of deductible/(taxable) 

temporary differences     
Investment property  (681,384)  (17,236) -   (698,620) 
Property and equipment  (46) 7,573 -  7,527 
Loans and borrowings  (7,493)  2,451   -   (5,042) 
Deferred rental income  (43,623)  6,438  -  (37,185) 
Cash and cash equivalents  27   (27)  -   -  
Loans issued  11,025   17,932   870   29,827  
Trade and other payables  1,687  (6,889) -  (5,202) 
Accounts receivable and 

prepayments 
 72,197   13,584  -   85,781  

      
     
Net deferred tax liability (647,610)  23,826   870   (622,914) 
      

22 Contingencies and Commitments 

Legal proceedings. From time to time and in the normal course of business, claims against the 
Company may be received. On the basis of its own estimates and external professional advice, 
management is of the opinion that no material losses will be incurred in respect of claims in excess of 
provisions (Note 15) that have been made in these financial statements. 

Tax legislation. Armenian tax and customs legislation is subject to varying interpretations, and changes, 
which can occur frequently. Management’s interpretation of such legislation as applied to the transactions 
and activity of the Company may be challenged by the relevant authorities. 

Tax authorities may be taking a more assertive and sophisticated approach in their interpretation of the 
legislation and tax examinations. Combined with a possible increase in tax collection efforts to respond to 
budget pressures, the above may lead to an increase in the level and frequency of scrutiny by the tax 
authorities. In particular, it is possible that transactions and activities that have not been challenged in the 
past may be challenged. As a result, significant additional taxes, penalties, and interest may be assessed. 
Fiscal periods remain open to review by the authorities in respect of taxes for three calendar years 
preceding the year of review. Under certain circumstances, reviews may cover longer periods. 

Armenian transfer pricing (TP) legislation is generally aligned with the international TP principles 
developed by the Organization for Economic Cooperation and Development (OECD), although it has  

specific features. The TP legislation provides for the possibility of additional tax assessment for controlled 
transactions (transactions between related parties and certain transactions between unrelated parties) if 
such transactions are not on an arm’s-length basis. The management has implemented internal controls 
to comply with current TP legislation. 

Tax liabilities arising from controlled transactions are determined based on their actual transaction prices. 
It is possible, with the evolution of the interpretation of TP rules, that such prices could be challenged. 
The impact of any such challenge cannot be reliably estimated; however, it may be significant to the 
financial position and/or the Company's operations. 
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22 Contingencies and Commitments (Continued) 

Assets pledged and restricted. As at 31 December 2021 and 2020 the Company has the following 
assets pledged as collateral: 

  2021 2020 

In thousands of Armenian Drams Notes 
Asset 

pledged 
Related 
liability 

Asset 
pledged 

Related 
liability 

       
Investment properties 8 16,127,006 5,171,927 15,759,096 7,641,030 
       

Compliance with covenants. The Company is subject to certain covenants related primarily to its Loans 
and borrowings. Non-compliance with such covenants may result in negative consequences for the 
Company including declaration of default. The Company was not in compliance with covenants at 31 
December 2021 and 31 December 2020. Total amount of loans and borrowings with covenants breached 
were equal to AMD 5,171,927 thousand (31 December 2020: AMD 7,641,030 thousand). The Company 
obtained bank waivers in 2021 and 2022 with the decision of the bank not to request an early redemption 
of the loans from the Company. 

23 Financial Risk Management 

The risk management function within the Company is carried out with respect to financial risks, 
operational risks, and legal risks. Financial risk comprises market risk (including currency risk, interest 
rate risk and other price risks), credit risk and liquidity risk. The primary function of financial risk 
management is to establish risk limits and to ensure that any exposure to risk stays within these limits. 
The operational and legal risk management functions are intended to ensure the proper functioning of 
internal policies and procedures in order to minimize operational and legal risks. 

Credit risk. The Company exposes itself to credit risk, which is the risk that one party to a financial 
instrument will cause a financial loss for the other party by failing to meet an obligation.  

Exposure to credit risk arises as a result of the Company’s lending and other transactions with 
counterparties, giving rise to financial assets and off-balance sheet credit-related commitments.  

The Company’s maximum exposure to credit risk is reflected in the carrying amounts of financial assets in 
the statement of financial position.  

Tenant deposits held with the Company until expiration of leases may be withheld by the Company if 
receivables due from the tenant are not settled or in case of other breaches of contract. 

Credit risk management. Credit risk is the single largest risk for the Company's business; management 
therefore carefully manages its exposure to credit risk.  

The estimation of credit risk for risk management purposes is complex and involves the use of models, as 
the risk varies depending on market conditions, expected cash flows and the passage of time. The 
assessment of credit risk for a portfolio of assets entails further estimations of the likelihood of defaults 
occurring, the associated loss ratios and default correlations between counterparties. 

The Company’s management reviews ageing analysis of outstanding trade receivables and follows up on 
past due balances. Management therefore considers it appropriate to provide information about credit risk 
as disclosed in Note 9 and Note 10. 

Cash and cash equivalents. The Company believes that the risk of cash loss can be deemed as 
insignificant, since the financial institutions selected for investment of the Company’s funds are reliable 
and authoritative. 

The Company’s cash is held with major reputable banks domiciled in Armenia. 
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23 Financial Risk Management (Continued) 

Market risk. The Company takes on exposure to market risks. Market risks arise from open positions in 
(a) currency and (b) interest rates, all of which are exposed to general and specific market movements. 
Management sets limits on the value of risk that may be accepted, which is monitored on a daily basis. 
However, the use of this approach does not prevent losses outside of these limits in the event of more 
significant market movements.  

Currency risk. In respect of currency risk, management sets limits on the level of exposure by currency 
and in total. The table below summarizes the Company’s exposure to foreign currency exchange rate risk 
at the end of the reporting period: 

 As at 31 December 2021 As at 31 December 2020 

In thousands of 
Armenian Drams 

Monetary 
financial 

assets 

Monetary 
financial 
liabilities 

Net position Monetary 
financial 

assets 

Monetary 
financial 
liabilities 

Net position 

 
USD  108,316  (2,635,883)  (2,527,567)  275,002  (3,708,969)  (3,433,967) 
EUR  98,222  (2,536,044)  (2,437,822)  191,017  (3,932,061)  (3,741,044) 
       
       
Total   206,538   (5,171,927)  (4,965,389) 466,019  (7,641,030) (7,175,011) 
       

 

The following table presents sensitivities of profit or loss to reasonably possible changes in exchange 
rates applied at the end of the reporting period relative to the functional currency of the respective 
Company entities, with all other variables held constant: 

In thousands of Armenian Drams As at 31 December 2021 As at 31 December 2020 
US Dollar strengthening by 5% (2020: by 5%)  (126,378)  (171,698) 
US Dollar weakening by 5% (2020: by 5%)  126,378   171,698  
Euro strengthening by 5% (2020: by 5%)  (121,891)  (187,052) 
Euro weakening by 5% (2020: by 5%)  121,891   187,052  

 

Interest rate risk. The Company takes on exposure to the effects of fluctuations in the prevailing levels of 
market interest rates on its financial position and cash flows. Interest margins may increase as a result of 
such changes, but may reduce or create losses in the event that unexpected movements arise. 
Management monitors on a daily basis and sets limits on the level of mismatch of interest rate repricing 
that may be undertaken.  

Interest rate risk is managed principally through applying fixed-rate contracts and monitoring the analysis 
of interest rate review terms. 

The table below summarizes the Company’s exposure to interest rate risks. The table presents the 
aggregated amounts of the Company’s financial assets and liabilities at variable interest rates at carrying 
amounts, categorized by the earlier of contractual interest repricing or maturity dates: 

 

In thousands of Armenian Drams Demand and less than 1 month 
  
31 December 2021  
Financial assets - 
Financial liabilities (2,536,044) 
  
  
Net interest sensitivity gap as at 31 December 2021 (2,536,044) 
  
  
31 December 2020  
Financial assets - 
Financial liabilities (3,932,061) 
  
  
Net interest sensitivity gap as at 31 December 2020 (3,932,061) 
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23 Financial Risk Management (Continued) 

As at 31 December 2021, if interest rates at that date had been 200 basis points lower (2020: 200 basis 
points lower) with all other variables held constant, profit for the year would have been AMD 10,370  
thousand (2020: AMD 12,695 thousand) higher, mainly as a result of lower interest expense on variable 
interest liabilities. 

If interest rates had been 200 basis points higher (2020: 200 basis points higher), with all other variables 
held constant, profit would have been AMD 10,365  thousand (2020: AMD 12,684 thousand) lower, 
mainly as a result of higher interest expense on variable interest liabilities. 

The Company monitors interest rates for its financial instruments. The table below summarizes interest 
rates at the respective reporting date based on reports reviewed by key management personnel: 

In % p.a. 
2021 2020 

AMD USD Euro AMD USD Euro 
        

Assets       
Loans issued 2 - 6 - 3.75 2 - 6 - 3.75 
        
        

Liabilities       
Borrowings - 7 EURIBOR+3% - 7 EURIBOR+3% 
        

The sign “-“ in the table above means that the Company does not have the respective assets or liabilities 
in the corresponding currency. 

 

Liquidity risk. Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations 
associated with financial liabilities. The Company is exposed to daily calls on its available cash resources. 

The Company analyses the aging of its assets and the maturity of its liabilities and plans its liquidity 
depending on the expected repayment of various instruments. The Company emphasizes financial 
flexibility. An important part of this emphasis is to minimize liquidity risk through ensuring access to a 
diversified set of funding sources. The Company uses cash and credit facilities to manage short-term 
liquidity. Long-term liquidity needs are managed by raising funds in the capital markets. 

The maturity analysis of financial liabilities as at 31 December 2021 is as follows: 

In thousands of Armenian Drams 

Demand and 
less than 
3 month 

From  
3 to 12 

months 

From 
12 months to 

5 years 

Over 5 years Total 

       

Liabilities      
Borrowings (Note 13)   5,171,927  -   -   -  5,171,927 
Trade payables (Note 16)  29,798   16,517   88,088   22,022   156,425  
       
       

Total future payments, including 
future principal and interest 
payments 5,201,725  16,517   88,088   22,022  5,328,352 
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23 Financial Risk Management (Continued) 

The maturity analysis of financial liabilities as at 31 December 2020 is as follows: 

 

In thousands of Armenian Drams 

Demand and 
less than 
3 month 

From  
3 to 12 

months 

From 
12 months to 

5 years 

Over 5 years Total 

       

Liabilities      
Borrowings (Note 13) 7,641,030  -   -   -  7,641,030 
Trade payables (Note 16) 42,559  16,517   88,088   44,044   191,208  
       
       

Total future payments, including 
future principal and interest 
payments  7,683,589   16,517   88,088   44,044   7,832,238  

       

 

24 Management of Capital 

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as 
a going concern in order to provide returns for shareholders and to maintain an optimal capital structure 
to reduce the cost of capital. In order to maintain or adjust the capital structure, the Company may adjust 
the amount of dividends paid to shareholders, return capital to shareholders, issue new shares or sell 
assets to reduce debt. The amount of capital that the Company managed as of 31 December 2021 was 
AMD 9,715,926 thousand (2019: AMD 9,392,758 thousand). 

The Company has no externally imposed capital requirements throughout 2021 and 2020. 
 
 
25 Fair Value Disclosures 

Fair value measurements are analyzed by level in the fair value hierarchy as follows: (i) level one are 
measurements at quoted prices (unadjusted) in active markets for identical assets or liabilities, (ii) level 
two measurements are valuations techniques with all material inputs observable for the asset or liability, 
either directly (that is, as prices) or indirectly (that is, derived from prices), and (iii) level three 
measurements are valuations not based on observable market data (that is, unobservable inputs). 
Management applies judgement in categorizing financial instruments using the fair value hierarchy. If a 
fair value measurement uses observable inputs that require significant adjustment, that measurement is a 
Level 3 measurement. The significance of a valuation input is assessed against the fair value 
measurement in its entirety.  

a)  Recurring fair value measurements 

Recurring fair value measurements are those that the accounting standards require or permit in the 
statement of financial position at the end of each reporting period. The level in the fair value hierarchy into 
which the recurring fair value measurements are categorized are as follows: 

In thousands of Armenian Drams 
2021 2020 

Level 3 Level 3 
    
NON-FINANCIAL ASSETS   
- Investment properties  16,127,006   15,759,096  
    
    
TOTAL ASSETS RECURRING FAIR VALUE 

MEASUREMENTS AT 31 DECEMBER 16,127,006  15,759,096  
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25 Fair Value Disclosures (Continued) 

The valuation technique, inputs used in the fair value measurement for level 3 measurements are as 
follows as at 31 December 2021: 

 
In thousands of Armenian 

Drams 

Fair value Valuation 
technique 

Inputs used Inputs Inputs  

2021 2020 
       
NON-FINANCIAL ASSETS      

- Investment properties 16,127,006 
Income approach 

under DCF method   
 

   Rental rate 130,234 120,611 
   Average occupancy rate 97% 95.7% 
   Discount rate 13.27% 12.24% 
   Capitalisation rate 9.95% 10.4% 
       
       
TOTAL RECURRING FAIR 

VALUE MEASUREMENTS 
AT LEVEL 3 16,127,006    

 

       

Note 4 discloses the sensitivity to valuation inputs for financial assets and financial liabilities, if changing 
one or more of the unobservable inputs to reflect reasonably possible alternative assumptions would 
change the fair value significantly. For this purpose, significance was judged with respect to profit or loss, 
and total assets or total liabilities, or, when changes in the fair value are recognised in other 
comprehensive income or total equity. 

There were no changes in the valuation technique for level 3 recurring fair value measurements during 
the year ended 31 December 2021 (2020: none). Investment property represents a land area and multi-
story business center on it located in downtown Yerevan.  

The sensitivity of fair value measurements disclosed in the above table shows the direction that an 
increase or decrease in the respective input variables would have on the valuation result. 

(c)  Valuation processes for recurring and non-recurring level 3 fair value measurements 

Level 3 valuations are reviewed on a monthly basis by the Company’s financial director. The financial 
director considers the appropriateness of the valuation model inputs, as well as the valuation result using 
various valuation methods and techniques. In selecting the most appropriate valuation model the director 
performs back testing and considers which model’s results have historically aligned most closely to actual 
market transactions.  

Financial assets carried at amortized cost. The fair value of floating rate instruments is normally their 
carrying amount. The estimated fair value of fixed interest rate instruments is based on estimated future 
cash flows expected to be received discounted at current interest rates for new instruments with similar 
credit risks and remaining maturities. Discount rates used depend on the credit risk of the counterparty. 

Carrying amounts of reimbursement assets, loans issued, trade and other financial receivables and cash 
and cash equivalents approximate their fair values. 

Liabilities carried at amortized cost. Fair values of liabilities were determined using valuation 
techniques. The estimated fair value of fixed interest rate instruments with stated maturities were 
estimated based on expected cash flows discounted at current interest rates for new instruments with 
similar credit risks and remaining maturities. The fair value of liabilities repayable on demand or after a 
notice period (“demandable liabilities”) is estimated as the amount payable on demand, discounted from 
the first date on which the amount could be required to be paid. 

Carrying amounts of loans and borrowings, tenant deposits, and trade and other payables approximate 
their fair values. 
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26 Presentation of Financial Instruments by Measurement Category 

For the purposes of measurement, IFRS 9 “Financial Instruments” classifies financial assets into the 
following categories: (a) financial assets at FVTPL; (b) debt instruments at FVOCI, (c) equity instruments 
at FVOCI and (c) financial assets at AC.  

The following table provides a reconciliation of financial assets with these measurement categories as of 
31 December 2021: 

In thousands of Armenian Drams 31 December 2021 31 December 2020 
 AC AC 

    
ASSETS   
   
Cash and cash equivalents 220,504 487,815 
   
Loans issued 45,714 1,941,098 
   
Reimbursement asset 1,121,616  1,214,689  
   
Trade and other receivables 236,870 243,321 
   
    
TOTAL FINANCIAL ASSETS 1,624,704 3,886,923 
   

As of 31 December 2021 and 31 December 2020, all of the Company’s financial liabilities were carried at 
AC. 

27 Balances and Transactions with Related Parties 

Parties are generally considered to be related if the parties are under common control or if one party has 
the ability to control the other party or can exercise significant influence or joint control over the other 
party in making financial and operational decisions. In considering each possible related party 
relationship, attention is directed to the substance of the relationship, not merely the legal form. 

At 31 December 2021 and 2020, the outstanding balances with related parties were as follows:  

 31 December 2021 31 December 2020 
In thousands of Armenian 
Drams 

Shareholder Entities under 
common control 

Shareholder Entities under 
common control 

   
Loans issued  365   45,349   223,266   1,717,832  
Trade receivables - 5,564 - - 
   

 

 
As at 31 December 2021 and 2020 the ultimate beneficiary owner is the guarantor of the full amount of 
the loans. 

Transactions with related parties for the year ended 31 December 2021 and 2020 were as follows: 

 31 December 2021 31 December 2020 
In thousands of Armenian 
Drams 

Shareholder Entities under 
common control 

Shareholder Entities under 
common control 

   
Dividend declared and paid 1,860,000 - - -
Information, consulting, 
and other professional 
services  -   28,500  - 42,000 
Finance income  3,389   47,680   5,761   70,759  
Purchase of goods -  2,495  - - 
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27 Balances and Transactions with Related Parties (Continued) 

Key management personnel. The expenses and balances with key management include transactions 
and balances in respect of four managers and were as follows: 

 2021 2020 

In thousands of Armenian Drams 
Expense Accrued 

liability 
Expense Accrued 

liability 
      
Short-term benefits:     
- Salaries  66,203   16,181  61,482 11,948 
      
      
Total key management compensation  66,203   16,181  61,482 11,948 
      

The salaries of key management include contribution to mandatory pension funds amounting AMD 1,455 
thousand (2020: AMD 763 thousand). 

28 Events after the Reporting Period 

Loans issued. All the loans issued outstanding amounts as at 31 December 2021 were repaid to the 
Company in February 2022. New loans to related parties were issued during 2022 in amount of AMD 
2,003 mln, from which loans in amount of AMD 1,641 mln were repaid back to the Company. 
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