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Directors’ report

The Director submitted the report for the vear ended 31 December 2023,

1. Review of activities

Main business and operations

Petrochem Group LLC 1s mainly engaged in production of chemucals, sales of lubricants, agency activities for
the sales of different goods, distribution, import and export of chemical products and provision of other
services.

Petrochem Performance Products LLC 1s mainly engaged in sale, marketing and production of chemicals and
assoctated products including equipment systems as well as provision of related services to the upstream oil
and gas sector in the Republic of Azerbaijan.

Petrochem Group LLLC and Petrochem Performance Products LLC are together referred to as the “Group”.
Consolidated operating results and consolidated statement of financial position of the Group are fully set out
in the attached consolidated financial statements. The consolidated net profit after tax for the current year is
USD 1,946,526 (2022: USD 1,445,525).

2. Directors

The Director of Petrochem Group LIC during the year and to the date of this report is Mr. Ahad Alivev,
The Director of Petrochem Performance Products LLC 1s Mr. Elshad Ganiyev.

3. Auditors

Grant Thornton were appointed as auditors of the Group for the year ended 31 December 2023 and being
ehgible, have offered themselves for re-appointment. The Directors have proposed their appeointment as

auditors of the Group for the vear ending 31 December 2024

These consolidated financial statements for the vear ended 31 December 2023 (including comparatives) were
approved on 22 May 2024 and signed by:

On behalf of the Management Board:

Mr. Rauf Farzalivev
(Chief Accountant) ¢

Mzr. Ahad Aliyev 4
(Director)
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Opinion

We have audited the consolidated financial statements of Petrochem Group LLC and its subsidiary (the
“Group”), which comprise the consolidated statement of financial position as at 31 December 2023, and the
consolidated statement of comprehensive income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and notes to the consolidated financial
statements, including material accounting policy information.

In our opinion, the accompanying consolidated financial statements give a true and fair view of the
consolidated financial position of the Group as at 31 December 2023, and its consolidated financial
performance and its consolidated cash flows for the vear then ended in accordance with International
Financial Reporting Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Consolidated Financial
Statements section of our report. We are independent of the Group in accordance with the International Ethics
Standards Board for Accountants’ international Code of Ethics for Professional Accountants (including International
Independence Standards) (IESBA Code), and we have fulfilled our other ethical responsibilities in accordance
with these requirements and the TESBA Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Other information

The Director and Management are responsible for the other information. The other information comprises
of the Director’s Report, which we obtained prior to the date of this report.

Our opinion on the consolidated financial statements does not cover the other informartion except for the
financial mformation given in the Directors’ Report, and accordingly we do not express any form of assurance
or conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information identified above and, in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements, or our knowledge obtained in the audit, or otherwise
appears to be materially misstated. If, based on the work we have performed on the other information that
we obtained prior to the date of this report, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

Emphasis of matter paragraph

As mentioned in note 1 to the consolidated financial statements, we have audited Petrochem Group LLC and
Petrochem Performance Products LLC separately under the accounting framework “International Financial
Reportung Standard”, however results and operations of these entities are consolidated for management’s
purposes, investors and for lenders only.



Independent auditor's report (continued)
To the Shareholders of Petrochem Group LLC

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

Management 1s responsible for the preparation and fair presentation of the consolidated financial statements
in accordance with IFRSs and for such internal control as management determines is necessary to enable the
preparation of consolidated financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’ ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Group or to cease operatior
has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’ financial reporting process.
Auditors’ Responsibilities for the audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to 1ssue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an audit
conducted in accordance with ISA will always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these consolidated
financial statements.

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

® Idenufy and assess the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, mistepresentations, or the override of internal control.

*  Obrain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectveness of the Group’ mternal control.

e  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimares
and related disclosures made by management.

* Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Group’ ability to continue as a going concern. If we conclude that
a material uncertainty exists, we are required to draw attention in our auditor’s report to the related
disclosures in the consolidated financial statements or, if such disclosures are inadequate, to modify our
optnion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Group to cease to continue as a going concern.

® Ewvaluate the overall presentation, structure and content of the consolidated financial statements, including
the disclosures, and whether the consolidated financial statements represent the underlying transactions
and events in a manner that achieves fair presentation.



Independent auditor's report (continued)
To the Shareholders of Petrochem Group LLC

Auditors’ Responsibilities for the audit of the Consolidated Financial Statements (continued)

*  Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the Group’ audit. We remam solely
responsible for our audit opinion.

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

GRANT THORNTON

Baku, Azerbaijan Republic

22 May 2024



Petrochem Group LLC and Petrochem Performance Products LLC
Consolidated financial statements

Consolidated statement of financial position
At 31 December 2023

Notes 2023 2022
ASSETS usD UsD
Non-current assets
Property, plant, equipment and right-of-use assets ) 3,611,610 3,479,122
Intangible assets 6 12,902 13,736
Deferred tax asset 20 334,234 258,440
3,958,746 3,751,298
Cuttent assets i
Inventories 7 2,070,155 2.322 351
Trade and other receivables 8 1,282,065 1,635,968
Amounts due from a related party 9 254,312 515,782
Cash and cash equivalents 10 2,151,869 1,877,913
5,758,401 6,352,014
TOTAL ASSETS 9,717,147 10,103,312
EQUITY AND LIABILITIES
Equity
Charter capital 11 3,964,806 3,964,806
Treasury shares 11 (5,000,000) (5,000,000)
I'ranslation reserves 1,187,379 1,187,379
Retamed earnings 1,037,009 251,105
1,189,194 383,288
Non-controlling mterest 3,560,273 4,015,071
Total equity 4,749,467 4,398,359
LIABILITIES
Non-current liabilities
Borrowings 12 1,376,880 2,666,317
ease labilities 13 79,048 39,705
Total non-current liabilities 1,455,928 2,706,022
Current liabilities
Borrowings 12 1,294,824 1,216,005
l.ease habilities 13 45,868 34,570
Trade and other payables 14 2,147,236 1,724 532
Loan from a related party 9 23,824 23,824
Total current liabilities e 3,511,752 2,998,931
Total liabilities 4,967,680 5,704,953
TOTAL EQUITY AND LIABILITIES _ 9,717,147 10,103,312

These consolidated financial statements for the vearended December 31, 2023 were approved on 22 May 2024 and
signed by

Mtr. Ahad Alivev - Mr. R_auf Farzaliyev

(Director) v - (Ch}ef-z;\-z:écllntant)

The accompanying notes from 1 to 27 form am mtegral part of these consolidated financial statements.




Petrochem Group LLC and Petrochem Performance Products LLC

Consolidated financial statements

Consolidated statement of comprehensive income

For the year ended 31 December 2023

Revenue
Cost of sales

GROSS PROFIT

Admunistrative and general expenses
Loss on disposal of a subsidiary

Reclassification of translation reserve from other
comprehensive income on disposal of a foreign operation

Fxchange gain — net

Orther income — net

PROFIT BEFORE INTEREST AND TAX
Finance costs
PROFIT FOR THE YEAR BEFORE TAX

Taxations:
- income tax expense
- deferred tax income/ (expense)

PROFIT FOR THE YEAR

Other comprehensive income

Items that may be reclassified

to the consolidated profit or loss in future periods
Reclassification of translation reserve to profit and loss
account on disposal of a foreign operation

TOTAL COMPREHENSIVE INCOME FOR THE
YEAR

Profit for the year attributable to:

Owners of the Parent Company

Non-controlling interest

Other comprehensive income for the year attributable to:

Owners of the Parent Company

Non-controlling interest

Notes

19

20

20

TOTAL COMPREHENSIVE INCOME FOR THE YEAR

The accompanying notes from 1 to 27 form an integral part of these consolidated financial statements.

2023 2022
UsD USD
11,008,368 12,303,632
(7,096,536) (7.945,349)
3,911,832 1358283
(2,074,268) (2.411,652)
- (368,974)
. (536,027)
4,031 9,781
948,565 841,169
2,790,160 1,892,580
(235,349) (305,321)
2,554,811 1587259
(684,079) (675,434)
75,794 (2,327)
1,946,526 909,498
- 536,027
1,946,526 1,445,525
1,567,344 543,567
379,182 365,931
1,946,526 909,498
- 536,027
. 536,027
1,946,526 1,445,525
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Petrochem Group LLC and Petrochem Performance Products LLC

Consolidated financial statements

Consolidated statement of cash flows
For the year ended 31 December 2023

Notes
OPERATING ACTIVITIES
Net profit before tax
Adjustments for non-cash and non-operating items:
Depreciation of property, plant, equipment and right-of-use
assets 5
Loss on disposal of a subsidiary 26
Transfer of translation reserve on disposal of a subsidiary 26
Amortization of intangible assets 6
Provision for trade recervables (ECL) 8
Provision for cash at banks 10
[ncome arising on termination of lease contract 18
Finance costs on lease liabilities 19
Finance costs on borrowing 19

Net changes in working capital

Inventories

Trade and other receivables
Amounts due from a related party
VAT deposit

Loan to a related party

Loan from a related party

Trade and other payables

[ncome tax paid

Net cash generated from operating activities

INVESTING ACTIVITIES

Purchase of property, plant and equipment excluding right-of-use assets
Proceed from disposal of property, plant and equipment

Purchase of intangible assets 6

Net cash used in investing activities

2023 2022
USD ushD
2,554,811 1.587.259
279,982 186,202

- 368,974

- 536,027

1,434 1,194
173,699 6,998

19,792 7.961

- (23,381)

18,727 11,670

216,622 293,651
252,196 (796.046)

180,204 478,074

261,470 68,635

20,764 (40,483)

= 37.000

- 23,824
422,704 910913
4,402,405 3,658,472
(684,079) (675,434)
3,718,326 2,983,038
(305,310) (69,029)

- 11,257

(600) s
(305,910) (57.792)




Petrochem Group LLC and Petrochem Performance Products LLC

Consolidated financial statements

Consolidated statement of cash flows
For the year ended 31 December 2023

FINANCING ACTIVITIES
Dividend paid

Acquisition of non-controlling interest
Repayment of borrowings

Payvment of lease liabilities

Net cash used in financing activities

Net change in cash and cash equivalents
Cash and cash equivalents, at the beginning of vear

Cash and cash equivalents, at the end of year

Notes

10

2023 2022
USD UsD
(860,418) (1,037,106)
(735,000) =
(1,427,240) (1,419,454}
_ (75,246) _ (41,248)
(3,097,904) (2,497,808)
314,512 427 438
1,857,473 1,430,035
2,171,985 1,857,473




Petrochem Group LLC and Petrochem Performance Products LLC
Consolidated financial statements

Notes to the consolidated financial statements
For the year ended 31 December 2023

1 Legal status and nature of the operations of the Group

Petrochem Group LLC (the “Company”) was registered with the General department of National Revenues
of the State Tax Service under the Ministrv of Economy under the registration no. 1500220591 issued on 30
June 1993 as a limited liability company.

Petrochem Performance Products LLC (the subsidiary company) was registered with the State Register of
Commercial Legal Entitles of the Ministry of Taxes of the Republic of Azerbaijan under the tax identification
no. 1101584111 issued on 3 May 2017 as a limited company.

The prncipal activity of Petrochem Group LLC is production of chemicals, sales of lubricants, agency
activities for the sales of different goods, distribution, import and export of chemical products and provision
of other services.

The principal business activities of the Petrochem Performance Products LLC are sale, marketing and
production of chemicals and associated products including equipment systems as well as provision of related
services to the upstream oil and gas sector in the Republic of Azerbaijan.

Petrochem Group LLC and Petrochem Performance Products LILC are together referred to as the “Group”™.

The rtglstt’red office of the Petrochem Group LLC business as of 31 December 2023 was located at Matbuat
Avenue 31, Yasamal district, AZ 1100, Baku, the Republic of Azerbayan. This company has 28 emplovees as
at 31 December 2023 (2022: 26).

The registered office of Petrochem Performance Products LILC as well as principal business place of the
Petrochem Group LLC as of 31 December 2023 were located at House 8, Salyan highway 29" km, Garadagh
district, AZ 1083, Baku, the Republic of Azerbaijan. This company has 23 employees as at 31 December 2023
(2022: 25).

Petrochem Group LLC is owned 35%0 by Mr. Farkhad Alivev and the Company has 65%0 treasury shares.

Petrochem Performance Products LLC 1s owned 51% by Petrochem Group LLC and 49% by Champion X
Azerbatjan LLC.

These consolidated special purpose financial statements are prepared for management’s purpose and for the
investors and lenders only and do not represent statutory accounts for either of the companies or of the Group.

2 Statement of compliance with IFRS

These consolidated financial statements of the Group have been prepared, for management purposes, n
accordance with International Financial Reporting Standards (IFRSs) as issued by the International Accounting
Standards Board (IASB). The accountng framework used for accounting at standalone level was also
International Financial Reporting Standards (“IFRS”) 1ssued by the International Accounting Standards Board
(“IASB™).



Petrochem Group LLC and Petrochem Performance Products LLC
Consolidated financial statements

Notes to the consolidated financial statements
For the year ended 31 December 2023

3 Standards, interpretations and amendments to existing standards
3.1 Standards, interpretations and amendments to existing standards that are effective
in 2023
f Effective for
i New and revised IFRS annual period
beginning on or
_ after
| Amendments to IAS | ‘Presentation of Financial Statements” to address the classificanon of | January 2023
habilities as current or non-current providing a more general approach based on the
contractual arrangements 1n place at the reporting date.
IFRS 17 ‘Insurance Contracts” which requires insurance liabilittes to be measured at a current 1 January 2023
fulfilment value and provides a more uniform measurement and presentation approach for
all insurance contracts.
Amendments to IFRS 17 'Tnsurance Contracts' to address concerns and implementatdon 1 January 2023
challenges identified after IFRS 17 was published in 2017.
Exrension of the Temporary Exemption from Applying IFRS 9 (Amendments to IFRS 4). 1 January 2023

The amendment changes the fixed expiry date for the temporary exempton in IFRS 4
| ‘Insurance Contracts’ from applying IFRS 9 ‘Financial Instruments’, so that entities would be
required to apply IFRS 9 for annual pertods beginning on or after 1 January 2023,
Disclosure of Accounung Policies (Amendments to IAS 1 and IFRS Practice Statement 2) I January 2023
which require that an enuty discloses its material accounting policies, instead of its significant
accounting policies.

The IASB issued 'Deferred Tax related to Assers and Liabilines arsing from a Single 1 January 2023

Transacuon (Amendments to IAS 12) that clarify how companies account for deferred tax
| on transactions such as leases and decommussioning obligatons.

The amendments replace the definition of Accounting Esamates (Amendments to TAS 8) - I January 2023
The amendments replace the definiton of a change 1n accounting estimates with a definiton
of accountung estimates. Under the new defimition, accounting estimates are “monetary

amounts 1n financial statements that are subject to measurement uncertainty”.

These standards have been adopted by the Group and did not have material impact on these financial
statements.

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

At the date of authorizaton of these consolidated financial statements, several new, but not vet effective,
Standards and amendments to existing Standards, and Interpretations have been published by the IASB or
[FRIC. None of these Standards or amendments to existing Standards have been adopted early by the Group
and no Interpretations have been issued that are applicable and nced to be taken into consideration by the
Group at either reporting date.

Management anticipates that all relevant pronouncements will be adopted for the first period beginning on or
after the effective date of the pronouncement. New Standards, amendments and Interpretations not adopted
in the current year are not expected to have a material impact on the Group’s consolidated financial statements
in the vear of adoption.

4 Material accounting policy information
4.1 Overall considerations

These consolidated financial statements have been prepared using the measurement bases specified by IFRSs
for each type of asset, liability, income and expense. The measurement bases are more fully described in the
accounting policies below. [further the accounting policies applied in the preparation of these consolidated
financial statements are consistent with those applied for the financial year ended 31 December 2022, except

Frar rhanoee 1 accranntine nnliciee dAecrrihed 10 nnrs 201



Petrochem Group LLC and Petrochem Performance Products LLC
Consolidated financial statements

Notes to the consolidated financial statements
For the year ended 31 December 2023

4 Material accounting policy information (continued)

4.2 Foreign currency translation
Functional and presentation currency

Ttems included in the consolidated financial statements of the Group are measured using the currency of the
primary economic environment in which the Group operate (“the functional currency” Azerbatjan New Manat
— AZN). The consolidated financial statements are then translated to presentation currency (United States
dollars — USD).

Foreign currency transactions and balances

Forelgn currency transactions are translated into the functional currency, using the exchange rates prevailing
at the dates of the transactions (spot exchange rate). oreign exchange gains and losses resulung from the
settlement of such transactions and from the remeasurement of monetary items at year-end exchange rates are
recognized 1n profit or loss,

Non-monetary items are not retranslated at year-end and are measured at historical cost (translated using the
exchange rates at the transaction date), except for non-monetary items measured at fair value which are
translated using the exchange rates at the date when fair value was determined. The exchange rates used by the
Group in the preparation of these consolidated financial statements are as follows:

Year end 31 December 2023 31 December 2022
Spot rate UsD1=AZN 1.7000 USD1=AZN 1.7000
Average rate USD 1 =AZN 1.7000 USD 1 =AZN 1.7000

4.3 Basis of consolidation

I'he Group financial statements consolidate those of the Company and its subsidiary (as disclosed in note 1)
as of 31 December 2023 on line by line basis. Control 1s achieved when the Company:

e has power over the mvestee;
e s exposed, or has rights, to variable returns from its involvement with the investee; and

s can use its power to affect its returns.
Subsidiary has a reporting date of 31 December and are consolidated line by line.

All transactions and balances between Group companies are eliminated in full on consolidation, including
unrealised gains and losses on transactions between Group companies where unrealised losses on intra-Group
asset sales are reversed on consolidation, the underlyving asset is also tested for impairment from a Group
perspective. Amounts reported in the financial statements of subsidiary have been adjusted where necessary
to ensure consistency with the accountng policies adopted by the Group.

Non-controlling interests, if any, are presented as part of equity. These represent the portion of a subsidiary’s
profit or loss and net assets that are not held by the Group. The Group attributes total comprehensive income
or loss of subsidiary between the owners of the parent and the non-controlling mterests based on their

respective ownership interests.



Petrochem Group LLC and Petrochem Performance Products LLC
Consolidated financial statements

Notes to the consolidated financial statements
For the year ended 31 December 2023

4 Material accounting policy information (continued)
4.4 Property, plant, equipment and right-of-use assets

Property, plant and equipment are imtially recognized at acquisition cost or construction cost, including any
costs directly attributable to bringing the assets to the location and condition necessary for it to be capable of
operating in the manner mtended by the Group’s management.

The Group follows cost model and hence the assets were subsequently measured using the cost model, cost
less subsequent depreciation and impairment losses (if any).

Other assets are inttially recognized at acquisition cost or construction cost, including any costs directly
attributable to bringing the assets to the location and condition necessary for it to be capable of operating in
the manner intended by the management of the Group. These assets are subsequently measured using the cost
model, cost less subsequent depreciation and impairment losses.

The Group recognize depreciation on a reducing balance method and write-down the cost less estimated
residual value for all assets. The annual rates for Group ranges between:

Buddings 7%

Plant, machinery and equipment 10 — 33%

Vehicles 10 — 25%

Office equipment 15 —40%

Right-of-use assets Over the period of lease lability

As no finite useful life for land can be determined, related carrying amounts are not depreciated.

Depreciation on addiions to property, plant and equipment is charged from the day from which the asset is
acquired or capitalized while no depreciation 1s charged for the day in which the asset is disposed of.

Gains or losses arising on the disposal of property, plant and equipment are determined as the difference
between the disposal proceeds and the carrying amount of the assets are recognized in profit or loss within
‘other ncome — net’.

4.4.1 Right-of-use assets and lease liabilities

At inception of a contract, the Company assesses whether a contract is, or contains, a lease. \\ contract 1s, or
contains, a lease if the contract conveys the right to control the use of an identified asset for the Company for
a period of time in exchange for consideration. To assess whether a contract conveys the right to control the
use of an idenufied asset, the Company assess whether:

s the contract involves the use of an identified asset — this may be specified explicitly or implicitly and
should be physical distinct or represent substantially all of the capacity of a physically distinct asset. If
the supplier has a substantive substitution right, then the asset 1s not identfied.

e the Company has the right to obtain substantally all of the economic benefits from use of the asset
throughout the period of use; and

e the Company has the right to direct the use of the asset. The Company has this right when it has the
decision-making rights that are most relevant to changing how and for what purpose the asset is used.
In rare cases where the dectsion about how and for what purpose the asset is used 1s predetermined,
the Company has the right to direct the use of the asset if either:

- the Company has the right to operate the asset; or

- the Company designed the asset in a way that predetermines how and for what purpose it will be
used.

At inrentinn nr an reaceecsment nf a coantract that cantaine a leace camnnnent the (Camnanit allacatee the



Petrochem Group LLC and Petrochem Performance Products LLC
Consolidated financial statements

Notes to the consolidated financial statements
For the year ended 31 December 2023

4 Material accounting policy information (continued)
4.4.1 Right-of-use assets and lease liabilities (continued)

consideration in the contract to cach lease component on the basis of thetr relative stand-alone process,
However, where the contract 1s not separable into lease and non-lease component then the Company has
elected not to separate non-lease components and account for the lease and non-lease components as a single
lease component.

The Company recognizes a right-of-use asset and a lease liability at the lease commencement date. The right-
of-use asset is nitially measured at cost, which comprises the initial amount of the lease liability adjusted for
any lease payments made at or before the commencement date, plus an estimate of costs to dismantle and
remove the underlying asset or to restore the underlying asset or the site on which is located, less any lease
mcentives received. The right-of-use asset is subsequently depreciated using the straight-line method from the
commencement date to the eatlier of the end of the useful life of the right-of-use asset or the end of the lease
term. The estimated useful lives of right-of-use assets are determined on the same basis as those of property
and equipment. In addition, the right-of-use asset is yearly reduced by impairment losses, if any, and adjusted
for certain remeasurements of the lease liability. The lease liability is initially measured at the present value of
the lease payments that are not paid at the commencement date, discounted using the interest rate implicit in
the lease or, if that rate cannot be readily determined, the Company’s incremental borrowing rate.

Lease payments included in the measurement of the lease hiability comprise the following:
e fixed payments, including in-substance fixed payments;

e variable lease payments that depend on an index or a rate, initially measured using the index or rate as
the commencement date;

e amounts expected to be payable under a residual value guarantee; and

® the exercise price under a purchase option that the Company is reasonably certain to exercise an
extension option, and penalties for early termination of a lease unless the Company 1s reasonably
certain not to terminate carl}'.

The lease lability 1s measured at amortised cost using the effective interest method. It is remeasured when
there 1s a change in future lease payments arising from a change in an index or rate, if there is a change in the
Company’s estimate of the amount expected to be payable under a residual value guarantee, or if the Company
changes its assessment of whether it will exercise a purchase, extension or termination option. When the lease
liability is remeasured in this manner, a corresponding adjustment is made to the carrying amount of the right-
of-use asset.In determining the lease term, management considers all facts and circumstances that create an
economic incentive to exercise an extension option, or not exerclise a termination option. Lixtension options
(or pertods after termination options) are only included 1n the lease term if the lease 1s reasonably certain to be
extended (or not terminated).

4.5 Intangible assets

Intangible assets include acquired software and its related licenses in operations or administration that
qualifies for recognition as an intangible asset.

They are accounted for using the cost model. Capiralized costs are amortized on a reducing balance method.
Residual values and useful lives are reviewed at each reporting date. In addition, they are subject to
impairment testing as described in note 4.6.

An intangible asset is derecognized on disposal, or when no future economic benefits are expected from use
or disposal. Gains or losses arising from derccognition of an mntangible asset, measured as the difference
between the net disposal proceeds and the carrying amount of the asset, and are recognized in profit or loss

when the accet ic derecnontved
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4 Material accounting policy information (continued)

4.6 Impairment testing of non-financial assets

For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are largely

independent cash mflows (cash-generating units). As a result, some assets are tested individually for
impairment and some are tested at cash-generatung unit level.

All individual assets or cash-generating units are tested for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable.

An impairment loss is recognized for the amount by which the asset’s or cash-generaung unit’s carrying
amount exceeds its recoverable amount, which s the higher of fair value less costs to sell and value-in-use.

To determine the value-in-use, management estimates expected future cash flows from cach cash-generating

unit and determines a suitable interest rate in order to calculate the present value of those cash flows,

The data used for impairment testing procedures are directly linked to the latest approved budget of the
Group, adjusted as necessary to exclude the effects of future reorganizations and asset enhancements,
Discount factors are determined individually for each cash-generating unit and reflect their respective risk
profiles, such as market and asset-specific risks factors.

All assets are subsequently reassessed for indications that an impairment loss previously recognized may no

longer exist. An impawrment charge is reversed if the cash-generating unit’s recoverable amount exceeds its
Cﬂl'l'\'iﬁg amount.

4.7 Financial instruments

Recognition, initial measurement and derecognition

Financial assets and financial labilities are recognized when the Group’ becomes party to the contractual
provisions of the financial mstrument and are measured initially at fair value plus transactions costs.

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

A financial liability 1s derecognized when it is extinguished, discharged, cancelled or expired.
I'inancial assets and financial liabilities are measured subsequently as described below.

Classification and measurement

Financial assets

On ininial recognition, a financial asset is classified as measured: at amornsed cost, Fair Value through Other
Comprehensive Income (FVOCI) or Fair Value through Profit and Loss (FVIPL).

A financial asset 1s measured at amortised cost if it meets both the following conditions and is not designated
as at FVTPL:
e the asset is held within a business model whose objective is to hold assets to collect contractual cash

flows; and

e the contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and profit on the principal amount outstanding.
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4 Material accounting policy information (continued)

4.7 Financial instruments (continued)

Classification and measurement (continued)

Financial assets (continued)

A debt instrument is measured at 'VOCI only if it meets both of the following conditions and is not designated

as at FVIPL:

e the asset is held within a business model whose objective is achieved by both collecting contractual
cash flows and selling financial assets; and

e the contractual terms of the financial asset give mise on specified dates to cash flows that are solely
pavments of principal and profit on the principal amount outstanding,

On inital recognition of an equity investment that is not held for trading, the Group may irrevocably elect to
present subsequent changes in fair value in OCI This election is made on an investment-by-investment basis.

All other financial assets are classified as measured at FVTPL.

In addition, on initial recognition, the Group may irrevocably designate a financial asset that otherwise meets
the requirements to be measured at amortised cost or at FVOCT as at FVTPL if doing so eliminates or
significantly reduces an accounting mismatch that would otherwise arise.

Business model assessment:

The Group makes an assessment of the objective of a business model in which an asset 1s held ar a portfolio
level because this best reflects the way the business is being managed and information is provided to
management.

Assessment whether contractual cash flows are solely payments of principal and profit:

recognition. ‘Profit’ is defined as consideration for the time value of money and for the credit risk associated
with the principal amount outstanding during a particular period of tme and for other basic financing risks
and costs (e.g. liquidity risk and admuinistrative costs), as well as profit margin.

In assessing whether the contractual cash flows are solely payments of principal and profit, the Group consider
the contractual terms of the instrument. This mcludes assessing whether the financial asset contains a
contractual term that could change the timing or amount of contractual cash flows such that it would not meet
this condition.

Reclassifications:

Financial assets are not reclassified subsequent to their initial recognition, except in the period after the Group
changes its business model for managing financial assets.

Impairment

The Group recognizes allowance for impairment for expected credit losses (ECL) on financial assets measured
at amortised cost and commitments issued.

The Group measures allowance for impairment at an amount equal to lifetime ECL, except for those financial
mstruments on which credit risk has not increased significantly since their initial recognition, in which case 12-
month ECL is measured.
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4 Material accounting policy information (continued)
4.7 Financial instruments (continued)

Classification and measurement (continued)
Impairment (continued)
Measurement of ECL

[LCL are probability-weighted estimate of credit losses. They are measured as follows:

. financial assets that are not credit-impaired at the reporting date: as the present value of all cash
shortfalls (.. the difference between the cash flows due to the entity in accordance with the contract
and the cash flows that the Group expect to recetve).

. financial assets that are credit-impaired at the reporting date: as the difference between the gross
carrying amount and the present value of estimated future cash flows;

. undrawn finance commitments: as the present value of the difference between the contractual cash
flows that are due to the Group if the commitment is drawn down and the cash flows that the Group
expect to receive.

Credit-impaired financial assets:

At each reporting date, the Group assess whether financial assets carried at amortized cost are credit-impatred.
A financial asset is “credit- impaired” when one or more events that have a detrimental impact on the estimated
future cash flows of the financial asset have occurred. [or trade receivables, the Group has applied the
standard’s simplified approach and has calculated ECLs based on lifetime expected credit losses. The Group
has established a provision model and has used average default rates as per the best estimate of management
for the financial assets of similar credit risk profile.

Write-off:

Assets carried at amortized cost are written off (either partially or in full) when there is no realistic prospect of
recovery. This is generally the case when the Group has exhausted all legal and remedial efforts to recover
from the customers. However, financial assets that are written off could still be subject to enforcement
activities in order to comply with the Group’ procedures for recovery of amounts due.

Presentation of impairment

[Loss allowance for financial assets measured at amortized cost are deducted from the gross carrving amount

of the assets.

Classification and subsequent measurement of financial liabilities

Financial liabilities comprise of borrowings, lease liabilities and trade and other pavables.

Financial liabilities are measured subsequently at amortized cost using the effective interest method.
All interest-related charges are included within ‘interest expenses’.

Offsetting financial instruments

I'inancial assets and liabilities are offset and the net amount is reported in the consolidated statement of
financial position only when there is a legally enforceable right to offset the recognized amounts and there is
an intention to settle on a net basis, or to realize the asset and settle the liability simultaneously.
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4.8 Inventories

Inventories are stated at the lower of cost and net realizable value.

Raw materials cost comprises of purchase cost and other costs incurred in bringing the raw material to their
present location and condition.

Finished goods cost comprises of direct material cost, direct labour and an appropriate share of production
overheads based on normal operating capacity.

The amount of any write-down of inventories to net realizable value and all losses of mventories are recognized
as an expense in the period the write-down or loss occurs. The amount of any reversal of any write-down of
inventories, arising from an increase mn net realizable value, are recognized as a reduction in the amount of
inventories recognized as an expense In the period in which the reversal occurs. Petrochem Group LLC and
Petrochem Performance Products LLC assign costs for inventories using weighted average cost method.
When inventories are sold, the carrying amounts of those nventories are recognized as an expense in the
period in which the related revenue 1s recognized.

4.9 Cash and cash equivalents

Cash and cash equivalents are items, which are readily convertible to known amounts of cash and which are
subject to an insignificant risk of changes in value. Cash and cash equivalents in the consolidated statement of
financial position comprise cash on hand, current account balances with banks and are initally and
subsequently are carried at amortized cost using the effective interest method. Further the Group has applied
IFRS 9 ECL model to caleulate the impairment of cash at banks. For the purpose of the statement of cash
flows, all cash and bank balances are considered to be cash equivalents.

4.10 Equity and retained earnings
Share capital represents the nominal value of shares that have been 1ssued.

Currency exchange reserves represents the effect of currency translation from functional currency to
LCpPOTtNg CUrrency.

The Company holds treasury shares as explained in note 11. In the absence of a standard or interpretation that
spectfically applies to this transaction, as per management judgement, the Company has adopted a policy to
disclose these treasury shares at their repurchase price as an element of equity.

Dividend distributions payable to equity shareholders are included i ‘trade and other payables’ when the
dividends have been approved in a general meeting prior to the reporting date.

Retained earnings/ Accumulated losses mclude all current and prior vears’ profits and losses.
4.11 Provisions and contingent liabilities

Provisions are recognized when present obligations as a result of a past event will probably lead to an outflow
of economic resources from the Group and amounts can be estimated reliably. Timing or amount of the outflow
may stll be uncertain. A present obligation arises from the presence of a legal or constructive commitment that
has resulted from past events, for example, legal disputes or onerous contracts. Provisions are measured at the
estumated expenditure required to settle the present obligation, based on the most reliable evidence available at
the reporting date, including the risks and uncertainties associated with the present obligation. Where there are
a number of similar obligations, the likelthood that an outflow will be required in settlement is determined by
considering the class of obligations as a whole. Provisions are discounted to their present values, where the ume
value of money is material. Any reimbursement that the Group can be virtually certain to collect from a third
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4 Material accounting policy information (continued)

4.11 Provisions and contingent liabilities (continued)

party with respect to the obligation is recognized as a separate asset. However, this asset may not exceed the
amount of the related provision. All provisions are reviewed at each reporting date and adjusted to reflect the
current best estimate. In those cases where the possible outflow of economic resources as a result of present
obligations is considered improbable or remote, no liability is recognized, unless it was assumed 1n the course of
a business combination.

4.12 Revenue

IFRS 15 Revenue from Contracts with Customers outlines a single comprehensive model of accounting for
revenue arising from contracts with customers and supersedes current revenue recognition guidance found
across several Standards and Interpretations within IFRSs. It establishes a new five-step model, explained below,
that will apply to revenue arising from contracts with customers.

Step 1 Identify the contract with a customer: A contract 15 defined as an agreement between two or more
parties that creates enforceable rights and obligations and sets out the criteria for each of those rights
and obligations.

Step 2 Idenufy the performance obligations in the contract: A performance obligation in a contract is a
promise to transfer a good or service to the customer.

Step 3 Determine the transaction price: Transaction price is the amount of consideration to which the Group
expect to be entitled in exchange for transferning the promised goods and services to a customer,
excluding amounts collected on behalf of third parties.

Step 4 Allocate the transaction price to the performance obligations in the contract: [or a contract has more
than one performance obligation, the Group will allocate the transaction price to each performance
obligation in an amount that depicts the consideration to which the Group expect to be entitled in
exchange for satsfying each performance obligation.

Step 5 Recognize revenue as and when the Group satsfy a performance obligation.
Sale of goods

Revenue from contracts with customers is recognised when control of the goods is transferred to the customer
and thereby the performance obligations are satisfied, at amount that reflects the consideration to which the
Group expects to be entitled 1 exchange for those goods.

The Group has concluded that based on the contractual arrangement control of goods are transferred and
performance obligations are satisfied at a point in time when the goods are dispatched to the customers.

Service income

Revenue from rendering of services comprises service contracts. Service income is recognized based on stage of
completion of services provided.

Rental income

Rental income 1s recognized when earned, on a time apportionment basis.

4.13 Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of a qualifving asset are
recognized during the period of time that is necessary to complete and prepare the asset for its intended use or
sale. Other borrowing costs are expensed in the period in which they are incurred and reported in ‘finance

costs’.
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4 Material accounting policy information (continued)

4.14 Operating expenses

Operating expenses are recognized in profit or loss upon recognized of the service or at the date of their origin,
4.15 Employee benefits

Short-term employee benefits

The cost of short-term employee benefits (those payable within twelve months after the service is rendered)
are recognized in the period in which the service is rendered and are not discounted. The expected cost of
compensated absences 15 recognized as an expense when the employee renders services that increase their
entitlement or, in the case of non-accumulating absences, when the absences occur.

End of service benefits

As required by Azerbatjan legislation, the Group withhold amount of pension contributions from the salaries
of employees and pays them to the state pension fund along with its own share of contribution. Upon
reurement all retirement benefit payments are made by the state pension fund. Further, in accordance with
amendments in the Tax Code of the Republic of Azerbatjan during the vear 2019, these rates have been set as
15% and 10% for the entity and employees respectively.

There 1s also social tax payable by the entity at a flat rate of gross income, less exempt amounts. The munimum
tax base for social tax per employee is the minimum monthly wage. The entity also must pay social insurance
contributions, which form part of social tax.

4.16 Taxation
Current tax

The current tax expense 1s based on taxable profit for the vear. Taxable profit differs from net profit as reported
in the consolidated statement of comprehensive income because it excludes items of income or expense that
are taxable or deductible in other years and 1t further excludes items that are never taxable or deductible and it
is calculated on statutory numbers. The current tax expense of the Group is calculated using tax rates that have
been enacted or substantively enacted in the Azerbaijan Republic during the reporting period.

Deferred tax

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of
assets and liabilities 1n the consolidated financial statements and the corresponding tax bases used in the
computation of taxable profit and 1s accounted for using the balance sheet method. Deferred tax liabilities are
generally recognized for all taxable temporary differences and deferred tax assets are recognized to the extent
that it is probable that taxable profits will be available against which deductible temporary differences can be
utilized. Such assets and liabilities are not recognized if the temporary difference arises from the initial
recognition of other assets and liabtlities in a transaction that affects neither the tax profit nor the accounting
profit. Deferred tax is calculated at the tax rates that are expected to apply in the period when the lability is
settled or the asset is realized. Deferred tax is charged or credited in the consolidated statement of
comprehensive income, except when it relates to items charged or credited directly to equity, in which case the
deferred tax is also dealt with in equity. Deferred income tax assets and deferred income tax liabilities are offset
and reported net on the statement of financial positon if:

e The Group has a legally enforceable right to set off current income tax assets against current income tax
habilities: and

e Deferred tax assets and the deferred income tax labilities relate to income taxes levied by the same taxation
authority on the same taxable entity.

The Azerbatjan Republic also has various other taxes, which are assessed on the activities of the Group. These
taxes are included as a component of operating expenses in the consolidated statement of comprehensive
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417 Significant management judgement in applying accounting policies

The preparaton of consolidated financial statements requires management to make judgement, estimates and
assumptions that affect the application of the Group” accounting policies and the reported amounts of assets,
liabilities, income and expense. Actual results may differ from these estimates. The Group has consistently
applied the estimates and judgements as applied by the Group in the annual financial year ended 31 December
2022. Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to estimates are
recognized prospectively.

Currency translations

The functional currency of the Group compantes 15 AZN. The presentation currency in these consolidated
financial statements is USD. For the purpose of conversion, the share capital of the Group companies has been
approximately recorded at historical cost mn these consolidated financial statements. The opening retained
earmings as at 1 January 2017 have been translated at ‘average rate from establishment of each company to 1
January 2017, The profits for the year 2017, 2018, 2019, 2020, 2021, 2022 and 2023 have been translated at
average rate of respective years. Therefore, translation reserve has been recorded in these consolidated financial
statements.

Estimating allowance for doubtful accounts

At each reporting date, the management uses an allowance matrix to measure Expected Credit Loss (ECL) of
trade recetvables. Impairment on trade recetvable 1s recognized based on ECL model with various assumptions.

The Group recognized allowance for impairment for expected credit losses (ECL) on financial assets measured
at amortized cost. Impairment losses are recognized in the profit or loss. The Group measures allowance for
impatrment at an amount equal to lifeume ECL, except for those financial instruments on which credit risk has
not increased significantly since their initial recognition, in which case 12-month ECL 1s measured. 12-month
ECL are the portion of ECL that result from default events on a financial instrument that are possible within the
12 months after reporting date. The impairment is recorded having applied the Loss Given Default (LGD) and
probability of default (PD)) amount to the cost of financial assets considered for the purpose of calculation of
impairment.

For the purpose of calculation of PD, historical ageing has been obtained, the roll rates and healing rate has been
calculated based on the history of aged recervables. The same rates were used for the calculation of average roll
rates and conditional probability. The LGD was calculated by dividing the total default amount with total loss
amount. The forward looking assumption was also applied, and outlook of collection has been considered

positive.
Control assessment

The Group reassesses whether it controls an investee if facts and circumstances indicate that there are changes
to one or more of the three elements of control listed in note +.3. Management has reviewed its control
assessments m accordance with [FRS 10 and has concluded that there is no effect on the classification (as
subsidiaries or otherwise) of any of the Company’s investees held during the period or comparative periods
covered by these consolidated financial statements.

Petrochem Group LLC is owned 35 %0 by Mr. Farkhad Aliyev and the Company has 65 %o treasury shares. The
shareholders of Petrochem Performance Products LLC are Petrochem Group LLC and Champion X Azerbaijan
LLC. Petrochem Performance Product LLC was established under an agreement. As per the agreements of both
companies, all the shareholders have right to appoint equal directors. As the Petrochem Group LLC holds more
than 50% of the ordinary shares and voting rights in Petrochem Performance products LLC and also managing

accordance with IFRS 10°s control definition and guidance and it has concluded that the control rests with the
Petrochem Group LLC.
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417 Significant management judgement in applying accounting policies (continued)

Recognition of deferred tax assets

The extent to which deferred rax assets can be recognized 1s based on an assessment of the probability of the
Group’ future taxable income against which the deducuble temporary differences can be recognized. In addition,
stpnuficant judgement 1s required 1 assessing the impact of any legal or economic limits or un-certainties

4.18 Estimation uncertainty

Information about estimates and assumptions that have the most significant effect on recognition and
measurement of assets, labilites, income and expenses 1s provided below. Actual results mayv substantially be

different.

Impairment of non-financial assets
An impairment loss is recognized for the amount by which the asset’s or cash-generating unit’s carrying amount
exceeds its recoverable amount. To determine the recoverable amount, management estimates expected future
cash flows from each cash-generating unit and determines a switable interest rate in order to calculate the present
value of those cash flows. In the process of measuring expected future cash flows management makes
assumptions about future operating results,

These assumpuons relate to future events and circumstances. The actual results may vary and may cause
significant adjustments to the Group’ assets within the next financial year. In most cases, determining the
applicable discount rate involves estimating the appropriate adjustment to market risk and the appropriate
adjustment to asset-specific risk factors.

Useful lives of depreciable assets

Management reviews the useful lives of depreciable assets at each reporting date, based on the expected uulity
of the assets to the Group. The carryving amounts ate analyzed in in note 5. Actual results, however, may vary
due to technical or other obsolescence.

Useful lives of intangible assets

Management reviews the useful lives of intangible assets at each reporting date, based on the expected utlity of
the assets to the Group. The carrving amounts are analyzed 1n note 6.

Inventories

Inventories are measured at the lower of cost or net realizable value. Cost is estimated based on allocation
mechanism. In estimating net realizable values, management takes into account the most reliable evidence
available at the times the estimates are made. The Group review its inventory to assess loss on account of
obsolescence on a regular basis. In determining whether allowance for obsolescence should be recognized in the
consolidated statement of comprehensive income, the Group make judgments as to whether there is any
observable data indicating that there is any future recoverability of an item and the net realizable value for such
irem.
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5 Property, plant, equipment and right-of-use assets (continued)

Depreciation charged to consolidated statement of comprehensive income 1s as follows:

Cost of sales (note 16)

Administrative and general expenses (note 17)

6 Intangible assets

Cost

At 1 January 2023
Additons

At 31 December 2023

Accumulated amortization
At 1 January 2023
Charge for the vear

At 31 December 2023

Net carrying amount
At 31 December 2023

Cost
At 1 January 2022

At 31 December 2022

Accumulated amortization
At 1 January 2022
Charge for the year

At 31 December 2022

Net carrying amount
At 31 December 2022

2023 2022

UsD UsD

%1, 7549 60,805

- 188,243 125,397

279,982 186,202
Software License Total
USD usD USD
11,027 12,623 23,650

600 - 600
11,627 12,623 24,250
4,253 5,661 9,914
738 696 1,434
4,991 6,357 11,348
6,636 6,266 12,902

11.027 12,623 23,650
T1.027% 12,623 23,650
3,833 4,887 8,720
420 774 1,194
4.253 5,661 9914
6,774 6,962 13,736
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7 Inventories
2023 2022
USD UsD
Packing materials 90,143 84,522
I'inished goods 1,839,638 2,099,745
Others 140,374 - 138,084
i 2,070,155 2322 351
8 Trade and other receivables
2023 2022
USD UsD
Financial assets
Trade receivables 2,786,438 2,752,961
Less: Allowance for impatrment loss (IECL) . (1,507,507)  (1,333,808)
Trade recervables, net 1,278.931 1,419,153
Advances to employees 3,134 77
~ 1,282,065 1,419,230
Non-financial assets
Prepayment and deposits - 130,732
T'ax receivables - 86.006
- 216,738
Total trade and other receivables 1,282,065 1,635,968

The following table show reconciliations from the opening to the closing balance of the allowance for impairment

loss.
2023 2022
USD UsD
Balance at 1 January 1,333,808 1,360,855
Charge of impairment loss for the vear 173,699 6,998
Written off during the year - (34,045)

Balance at 31 December 1,507,507 1,333,808
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9 Related parties

The Group in the normal course of business carries on business with other enterprises that fall within the definition

of a related party contained in IFRS. These transactions are carried out in normal course of the bustness and are

measured at exchange amounts, being the amounts agreed by both parties.

The related parties of the Group include its key management personnel and entities under common control as

described below. Details of related party transactions entered into during the year are set as following.

Transactions with key management personnel

The compensation of directors and other key members of management of the Group during the vear were as

follows:

Short-term emplovee benefits

- Salartes and other benefits

Transactions with related parties

Pavment to NCI on reduction of subsidiary’s share capital
Revenue

Dividend

Amounts due from a related party

Champion X Azerbatjan L.LC

Loan from a related party

Loan from a shareholder — Mr. Farkhad Alivev

The loan 1s interest free and is payable on demand.

10 Cash and cash equivalents

Cash on hand
Cash at banks
VAT deposit

Less: Allowance for impairment loss

2023 2022
UusD UshD
373,925 206,338
2023 2022
UsD UsD
(735,000) =
4,258,951 3,974,135
~ (860,418) (1,037,106)
2023 2022
USD USD
254,312 515782
254,312 515,782
2023 2022
USsD UsD
23,824 23,824
23,824 23,824
2023 2022
usD USD
7,944 1,917
2,164,041 1,855,556
23,241 44.005
(43,357) (23,565)
2,151,869 1,877,913
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10 Cash and cash equivalents (continued)

The following table show reconciliations from the opening to the closing balance of the allowance for impairment

loss.
2023 2022
USD USD
Balance at January 1, 23,565 15,604
Charge of impairment loss for the vear 19,792 7,961
Balance at December 31, 43,357 23,565

Cash and cash equivalents for consolidated statement of cash flows include the following:

2023 2022

USD usD

Cash on hand 7,944 1.917
(ash at banks 2,164,041 1,855,556
2,171,985 1,857,473

11 Charter capital and treasury shares

Share capital of the Company consists of fully paid ordinary shares of 100 with a par value of AZN 64,000 (USD
39,648) (2022: AZN 64,000) each. In financial year 2021, the Company bought back its own shares. These shares
were bought back for a consideration of USIY 5,000,000, These shares have been classified as treasury shares,

2023 2022
usD UsD
Total capital 1ssued and fully paid at 31 December 3,964,806 3964806
2023 2022 2023 2022

Percentage  Percentage
Shareholder (%) (%) UsD UsSD
M. Farkhad Alivev 35.00 35.00 1,387,682 1,387,682
Petorchem Group LLC- treasury shares 65.00 65.00 2,577,124 2,577,124
100.00 100.00 3,964,806 3,964,806

During the year, the Group declared and paid dividend of USD 860,418 (2022: USD 1,037,106). During the current
vear, the share capital of subsidiary has been reduced, and the Group paid an amount of USD 735,000 to non-
controlling interest.

12 Borrowings
2023 2022
USD UsD
Non-current
Pasha Bank OJSC 1,376,880 2,666,317
1,376,880 2,666,317
Current
Pasha Bank OJSC 1,289,587 1,209,008
Accrued interest 5,237 6,997
1,294,824 1,216,005

Tatal harrowinos 2 671 704 2 QR A0
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13 Lease liabilities (continued)
Within 1 After
year Between 1 to 5 years 5 years Total
31 December 2022 UsD UsD UsD usD
Mintmum lease payments 41,365 45,741 - 87,106
[‘uture finance cost (6,795) {6,036) = (12.831)
Present value of minimum lease payments 34,570 39,705 - 74,275
14 Trade and other payables
2023 2022
USD usD
Financial liabilities
Trade payables 1,348,066 1,438,216
Payables to employees 159,855 118,931
1,507,921 1, 557 147
Non-financial liabilities
Taxes payable 407,978 142,214
Other payables 231336 25171
- 639,314 167,385
Total trade and other payables 2,147,235 1,724,535
15 Revenue
2023 2022
usD USD
Sale of goods 9,041,565 10,644,115
Rendering of services 1,966,803 1,659,517
11,008,368 12,303,632

The Company’s geographical market is Azerbatjan and Kazakhstan. All sales of goods and services are rendered 1n
Azerbaijan and Kazakhstan. Based on the contractual arrangement control of goods 1s transferred, and performance
obligations are satisfied at a pomt in time when the goods are dispatched to the customers. In case of service
revenue performance obligation 1s satsfied and revenue 1s recognized over the time.

16 Cost of sales
2023 2022
USD USD
Cost of goods sold 6,042,803 6,700,879
Cost of services 347,244 607,890
Salaries and other benefits 614,750 575,775
Depreciation expense (note 5) 91,739 60,805

7,096,536 7,945,349
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17 Administrative and general expenses

Salaries and other benefits
Legal and professional expenses

Depreciation expense (note 5)

Provision for trade receivables (ECL)

Repatr and maintenance expenses
Security expenses

Technical support service

Orther staff related costs

Uulity expenses

Bank charges

Insurance expenses

Office and printing expenses
Rental expenses

Commumnication expenses
Provision for cash at banks
Advertising expense

Tax expenses

Amortization of intangible assets

Other expenses

18 Other income - net

Income from rent & services

Income arising on termination of lease contract

2023 2022
UsD USD
775,882 711,976
268,168 330,624
188,243 125,397
173,699 6,998
71,368 48,641
67,341 54,825
48,560 27,815
35,826 24,147
28,772 26,839
27,411 39,977
26,818 28,739
25,360 11,759
20,617 12,248
20,124 18,792
19,792 7,961
16,065 3,201
13,051 27,748
1,434 1,194
245,737 863,771
2,074,268 2411652
2023 2022
USD USD
948,565 817,788

. 23,381

948,565 841,169

Income from rent & services constitutes income arising form using various facilities of the group like warchouse,

storage of inventory etc. by the other partes.

19 Finance costs

Interest expense on bank loan

[nterest expense on lease liabilities

2023 2022
USD USD
216,622 293,651
18,727 11,670
235,349 305,321
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20 Taxation

Deferred tax asset

During the year ended 31 December 2023 and 2022, Azerbayjan’s tax rate for companies’ profits was 20%. The tax

rate is expected to remain the same for the following fiscal year. Financial numbers of these non-statutory

consolidated financial statements may not reconetle with tax returns as these are prepared for management’s internal

purposes. Deferred taxes reflect the net tax effects of temporary differences between the carrving amount of assets

and liabilities for financial reporting purposes and the amounts used for tax purposes.

Deferred tax assets as at 1 January
Deferred tax income/ (expense)

Deferred tax asset as at 31 December

The deferred tax asset as at reporting date 1s as follows:

Deductible temporary difference:

Property, plant, equipment and right-of-use assets
[ntangible assets

Trade receivables

Cash at banks

I .case labilities

Net deductible temporary differences

Deferred tax asset at 20% (2022: 20%)

Income tax expenses

2023 2022
USD USD
258,440 260,767
75,794 (2.327)
334,234 258440
2023 2022
USD UsD
(3,195) 83,524)
(1,416) (5,415)
1,507,509 1,333,812
43,357 23,565
124,916 23,761
1,671,171 1,292,199
334,234 258440

The major components of tax expense and the reconciltation of the expected tax expense based on the domestic
effective tax rate of the Group on individual basis at 20% (2022: 20%0) and the reported tax expense in profit or

loss are as follows:

Income tax expense

Deferred tax income/ (expense)

Profit for the year before tax
Domestic effective tax rate

Theoretical tax expense

2023 2022
UsD USD
(684,079) (675,434)
75,794 (2,327)
_ (608,285) (677,761)

2023 2022

UsSD UsD

2,554,811 1,587,259

e - 20% 20%
(510,962) (317,452)
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20 Taxation (continued)

Non-deductible items

Adjustment (173,117) (357,982)

Income tax expense (684,079) (675,434)

Tax effect of temporary differences 75,794 (2,527)

Income tax expense (608,285) (677,761)
21 Commitments, contingencies and operational risk

Capital commitments
The Group has no capital commitments as at 31 December 2023 (2022: Nil).
Contingent liabilities

The Group has no major contingencies and commitments at 31 December 2023 (2022: Nil).

Guarantees issued on behalf of the Group

Pasha Bank has issued guarantees of USD 16,827 (2022: USD 13,

2023,

56). on behalf of the Group as at 31 December

Business environment and regulatory environment

The Group’s main operations are conducted in the Azerbayan Republic. Azerbaijan continues economic reforms
and development of its legal, tax, and regulatory framework to strengthen and diversify the economy. In this respect,
Azerbatjan endorsed strategic road maps for development of national economy and main economic sectors in 2016,
Legislation including tax, currency fluctuation and customs legislations within the Azerbaijan Republic is changing
rapidly. The future economic direction of the Azerbajan Republic is largely dependent upon the implementation
of economic, financial, legislative and monetary measures undertaken by the government. The Group's consolidated
financial posinon will continue to be affected by developments in Azerbaijan, however; the Group does not believe
that these contingencies, as related 1o its operation, are any more significant than those of similar enterprises in the
Azerbayjan Republic. The Group management 1s closely watching these developments in current environment and
taking appropriate necessary actions to support the sustainability and development of Group’s business in
foreseeable future. The accompanying consolidated financial statements do not include any adjustments that may
result from the future clarification of these uncertainties. Such adjustments, if any, will be reported in the period
when they become known and estumable.

Taxation

Commercial legislation of the Republic of Azerbaijan, including tax legislation, may allow more than one
interpretation. In addition, there 1s a risk of tax authorities making arbitrary judgments of business activities. If a
treatment, based on management's judgment of the Group’s business actvities, was to be challenged by the tax
authorities, the Group may be assessed for additional taxes, penalties and interest.

Generally, taxpayers are subject to tax audits with respect to three calendar vears preceding the vear of the audit.
IHowever, completed audits do not exclude the possibility of subsequent additdonal tax audits performed by upper-
level tax inspectorates reviewing the results of tax audits of their subordinate tax inspectorates. Management
believes that its interpretation of the relevant legislation as at 31 December 2023 is appropriate and that the Group’s
tax, and currency posittons will be sustained.
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22 Categories of financial assets and liabilities

The carrying amounts presented in the consolidated statement of financial position relate to the following categories
of financial assets and financial liabilities:

Financial assets Notes 2023 2022
Financial assets measured at amortized cost: uUsD UusD
Current:

Trade and other receivables 8 1,282,065 1,419,230
Amounts due from related parties 9 254,312 515,782
Cash and cash equivalents 10 2,151,869 1,877,913

3,688,246 3,812,925

Financial liabilities
Financial liabilities measured at amortized cost:

Non-current:

Borrowings 12 1,376,880 2,666,317
Lease labilities 13 79,048 39,705
Current:
Borrowings 12 1,294,824 1,216,005
Lease liabilities 13 45,868 34,570
T'rade and other payables 14 1,507,921 1,557,147
Loan from a related party 9 23,824 23,824
4,328,365 5,537,568

See note 4.7 for a description of the accounting policies for each category of financial instruments. A description
of the financial instrument risk of the Group, including risk management objectives and policies is given in note
23. Information relating to fair values is presented in note 24.

23 Financial instrument risk

Risk management objectives and policies

The Group is exposed to various risks in relation to financial instruments. The financial assets and liabilities of the
Group by category are summarized in note 22. The main types of risks are market risk, credit risk and liquidity risk.

The risk management of the Group 1s coordinated in close cooperation with the directors of the Group and focuses
on actively securing the short to medium term cash flows by minimizing the potential adverse effects on the
performance of the Group through mternal risk reports which analyze by degree and magnitude of risks. The
Group does not actively engage in the trading of financial assets for speculative purposes nor do they write options,
The most significant financial risks to which the Group 1s exposed are described below.

23.1 Market risk

Market risk 15 the risk that the value of a financial instrument will fluctuate as a result of changes in market prices
whether those changes are caused by factors specific to the individual security or its issuer or factors affecting all
securities traded in the market. The Group are exposed to market risk through its use of financial instruments and
specifically to currency risk and interest rate risk, which result from both its operating and investing activities.
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23 Financial instrument risk (continued)

23.1 Market risk (continued)
Foreign currency risk

Foreign currency risk is the risk that the value of a financial instrument will flucruate due to changes in foreign
exchange rates. Exposures to currency exchange rates arise from the Group' transactions. Management of the
Group’ does not enter mnto futures agreements to hedge its currency tisk due to the immaturity of local financial

markets.

AZN EUR GBP
Financial assets
Trade and other recervables 1,282,065 - -
Amounts due from a related party 254,312 - &
Cash and cash equivalents 118,057 930 389
1,654,434 930 389
Financial liabilities
Lease liabilities 124,916 - -
Trade and other pavables 1,507,921 - S
Loan from a related party 23,824 - -
1,656,661 5 -
Open position (2,227) 930 389
AZN EUR Others

Financial assets
Trade and other receivables 1,419,230 - =
Amounts due from a related party 515,782 - -
Cash and cash equivalents - 1640959 00000 - 7 54,692

3575969 : 540692
Financial liabilities
Lease Habilities 74215 = =
Trade and other payables 1,557,147 - -
Loan from a related party . aapd 0 = =

1.655.246 -
Open position 1,920,723 - RIGE

The following table details the Group” sensitvity to a 5% increase and decrease in the USD against the relevant
foreign currencies. The sensitivity analysis includes only outstanding foreign currency denominated monetary items
and adjusts their translation at the period end for a 5% change 1n foreign currency rates, A\ positive number below
indicates an increase in profit and other equity where the USD strengthens 5% against the relevant currency. [or a
5%0 weakening of the USD against the relevant currency, there would be a comparable impact on the profit and
other equity, and the balances below would be negative.
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23 Financial instrument risk (continued)

23.1 Market risk (continued)

Foreign currency risk (continued)

Profit for the year Equity
2023 2022 2023 2022
UsD UsD uUsD IS0
Strengthening USD 5% / (5%0) 11 (96,036) 89  (76,829)
Weakening USD 5% / (5%0) (111) 96,036 (89) 76,829

Interest rate risk

[nterest rate risk 1s the risk that the future cash flow of the financial instruments will fluctuate because of the changes
in market interest rates. Fair value interest rate risk is the risk that the fair value of a financial instrument will
fluctuate due to changes in market interest rates. Management of the Group does not enter into future agreement
to hedge 1its interest rate risk. However, these are monitored on regular basts and corrective measures initiated
wherever required. All the borrowings and lease liabilities are on fixed interest rates; therefore, interest rate
sensitivity analysis has not been disclosed.

23.2 Credit risk

Credit risk 1s the risk that one party to a financial mstrument will fail to discharge an obligation and cause the other
party to incur a financial loss.

The Group is exposed to this risk for various financial instruments, for example by granting credit terms to
customers. The maximum exposure of the Group to credit risk 1s limited to the carrying amount of financial assets
rccognizcd at the reporting date, as summarized below:

2023 2022
USD uUsD
Classes of financial assets - carrving amounts:
Trade and other recetvables (note 8) 1,282,065 1,419,230
Amounts due from a related party (note 9) 254,312 515,782
Cash at banks, net (excluding cash on hand) (note 10) 2,143,925 1,875,996
Total carrying amount 3,680,302 3,811,008

The Group continuously monitors defaults of customers and other counterparties, identified either individually or
by Group and mcorporates this information into its credit risk controls. Where available at reasonable cost, external
credit ratings and/or reports on customers and other counterparties are obtained and used. The policy of the Group
15 to deal only with creditworthy counterparties.

The Group uses an allowance matrix to measure the ECL of trade receivables from individual costumers, which
comprise a very large number of small balances. The Group has established a provision model and has used average
default rates as per the best estimate of management for the financial assets of similar credit risk profile. Impairment
on cash and cash equivalents has been measured on a 12-month expected loss basis and reflects the short maturities
of the exposure. The Group consider that cash and cash equivalents have low credit risk based on the external
credit ratings of the counterpartes. To manage its risk exposure, the Group places its cash with reputable banks.
The Group consider their balance due from related parties to be fully recoverable. These balances neither past due
nor impaired.
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23 Financial instrument risk (continued)

23.3 Liquidity risk

Liquidity risk also referred to as funding risk is the risk that an enterprise will encounter difficulty in raising funds
to meet commitments associated with financial instruments. Liquidity risk may result from an inability to sell a
financial asset quickly at close to its fair value. The Group maintains sufficient cash balances and monitors liquidity
requirements on a regular basis and the management ensures that sufficient funds are available to meet any furure
commitments. The Group is also well supported by its related parties for the funding of long-term liquidity needs.
The table below summarizes the maturity profile of the Group’ financial liabilities:

Range of
interest rate Within 1 lto5 Over 5

per annum year years years Total
AZN AZN AZN AZN

31 December 2023
Borrowings 6.5% 1,294,824 1,376,880 - 2,671,704
Lease liabilites 17.82% 45,868 79,048 - 124,916
Trade and other payable 1,507,921 1,507,921
Loan from a related party 23,824 - - 23,824
2,872,437 1,455,928 o 4,328,365

31 December 2022
Borrowings 6.5% 1,216.005 2.666,317 = 3,882.322
[.ease habilities 17.82% 34,570 39705 = 74,275
Trade and other payable 1,557,147 - - 1,557,147
Loan from a related party 23,824 - - 23,824
2,831,546 2,706,022 2 5,537,568

T'he above amounts reflect the carrying values of the labilities at the reporting date.

24 Fair value measurement

Assets and liabilities measured at fair value in the consolidated statement of financial position are grouped into
three levels of fair value hierarchy. This grouping ts determined based on the lowest level of significant inputs used
in fair value measurement, as follows:

° level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities

° level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
either directly (Le. as prices) or indirectly (1.e. derived from prices)

o level 3: mputs for the asset or liability that are not based on observable market data (unobservable mputs).

All the financial assets and habilities of the Group are carried at amortized cost and none of the non-financial assets

and liabilities have been fair valued, so fall under level 3. Therefore, the fair value hierarchy disclosure which requires

a three-level category of fair value 1s not disclosed because it does not have significant disclosure impact to the

consolidated financial statements.
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25 Capital management policies and procedures

The capital management objectives of the Group are:

e to ensure the ability of the Group to continue as a going concern;and

e (o provide an adequate return to shareholders by pricing products commensurately with the level of nsk.

The Group monitor capital on the basis of the carrying amount of equity less cash and cash equivalents as presented
on the face of the consolidated statement of financial position. The Group sets the amount of capital in propottion
to 1ts overall financing structure. The Group manage the capital structure and makes adjustments to it in the light
of changes in economic conditions and the risk characteristics of the underlying assets. In order to maintain or
adjust the capital structure, the Group may adjust the amounts of dividends paid to sharcholders and return capital
to shareholders. There have been no changes in the strategy for capital maintenance or externally imposed capital
requirements from the previous vear. Capital for the reporting periods is summarized as follows:

2023 2022

UusD Ush
Total equity 1,259,469 383,288
Less Cash and cash equivalents (note 10) (2,151,869) (L871.013)
Capital (892,400) (1,494.625)
Total equity 1,259,469 383,288
Borrowings (note 12) 2,671,704 3,882.322
Overall financing 3.921.173 4,265,610
Capital-to-overall financing ratio -23% -35%

26 Disposal of a subsidiary while control is lost

During the prior year, Petrochem Kazakhstan LLP was disposed-off on September 8, 2022, however there were

no operation in this company since January 2022. The Company lost control of this company for zero consideration.

2022

USD
Total consideration Nil
Derecognized amounts of net assets
Property and equipment 25,860
Inventories 529,622
Trade and other receivables 20,513
Cash and cash equivalents 123
Total assets i 576,118
Lease labilides (30,271)
Trade and other payables (842,818)
Total liabilities (873,089)
Net assets disposed off (296,971)
Less: non-controlling interest derecognized 665,945
Loss on disposal 368,974
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27 Events after the reporting date

No adjusung or significant non-adjusting events have occurred between the reporting date and the date of
authotization of these consolidated financial statements.



