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lndependent Auditors' Report

To the Board of Directors of Veolia Djur cjsc

Opinion

we have audited the financial statements of veolia Djur cjsc (the "company,'), which
comprise the statement of financial position as at 31 December 2018, the statements of
profit or loss and other comprehensive income, changes in equlty and cash flows for the
year then ended, and notes, comprising significant accounting policies and other
explanatory information.

ln our opinion, the accompanying financial statements present fairly, in all material
respects, the financial position of the Company as at 31 December 2018, and its financial
performance and its cash flows for the year then ended in accordance with lnternational
Financial Reporting Standards (IFRS).

Basis for Opinion

We conducted our audit in accordance with lnternational Standards on Auditing (lSAs).
Our responsibilities under those standards are further described in the Aiaitors'
Responsibilities for the Audit of the Financial Statemenls section of our report. We are
independent of the Company in accordance with the lnternational Ethics Standards Board
for Accountants' Code of Ethics for Professional Accountanfs (IESBA Code) together with
the ethical requirements that are relevant to our audit of the financial statements in the
Republic of Armenia, and we have fulfilled our other ethical responsibilities in accordance
with these requirements and the IESBA Code. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Responsibilities of Management and rhose charged with Governance for
the Financial Statements

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

ln preparing the financial statements, management is responsible for assessing the
Company's ability to continue as a going concern, disclosing, as applicable, matters re-lated
to going concern and using the going concern basis of accounting unless management
either intends to liquidate the Company or to cease operations, or has no realistic alternative
but to do so.

Those charged with governance are responsible for overseeing the Company's financial
reporting process.

KPMG Arm€nia LLC, a compsny incorpo6t6d under th6 Law ot the Rspubtic ol Arrenia,
a rcrb€r lirm ol the KPMG nstwork o, independent rembor rkms atfiiiated with
KPMG lnt€rnationa Coop€rativ€ ("KPMG IniBmstional.,), s Swiss entity
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Auditors'Responsibilities for the Audit of the Financialstatements

Our objectives are to obtain reasonable assurance about whether the financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue
an auditors' 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 lSAs will
always detect a material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.

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

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

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

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

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

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

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

The engagement partner on the audit resulting in this independent auditors' report is.

Engagement Partner,

KPMG Armenia LLC
23 July 2019
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Veolia Djur cjsc
Statement of Profit or l,oss and Other Comprehensive Income for 201 8

,OOO AMD

Revenue

Cost of sales

Gross profit

Other income

Distribution expenses

Administrative expenses

Impairment loss on trade receivables

Other expenses

Results from operating activities

Finance income

Finance costs

Net finance costs

Loss and total comprehensive loss for the year

* The Company has initially applied IFRS 15
methods chosen, comparative information is
Company changed presentation of certain
accordingly. See Note 5.

(4,858,661) (4,401,949)

(3,678,007) (3,609,469)

and IFRS 9 at I January 2018. Under the transition
not restated. As a result of adoption of IFRS 15 the
captions. Comperative information is represented

Note

6

7

8

9

2018 2017*

21,584,579

(14,654,67 5)

19,403,375

(13,665,129)

6,929,944

205,986

(2,895,923)

(1,965,41l)

(877,379)

(216,563)

5,739,246

185,060

(2,6&,265)

(1,703,667)

(507,042)

(255,952)

1,180,654 792,390

l0

l0

lt3,2g2

(4,971,953)

8l ,878

(4,483,727)

These financial statements were approved by management on 23 July 2019 and were signed on its
behalfby:

5

The statement of profit or loss and other comprehensive income is to be read in conjunction with the notes to,
and fonning part of, the financial statements set out on pages 9 to 51.
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Veolia Djur cjsc
Statement of Financial Position as at 3l December 201 8

Note 31 December 2018 31 December 2017*
,OOO AMD

Assets

Property and equipment

Intangible assets

Other non-current assets

Non-current assets

Inventories

Trade and other receivables

Cash and ca^sh equivalents

Current assets

Total assets

Equity

Share capital

Additional paid-in capital

Accumulated losses

Total equity

Liabilities

Liabilities under Concession Agreement

Provision for Support Asset retum liability

Deferred tax liabilities

Non-current liabilities

Liabilities under Concession Agreement

Loans and borrowings

Trade and other payables

Current liabilities

Total liabilities

Total equity and liabilities

t2

13

t4

15

l6

2,709,670

30,727,501

304

2,991,439

29,499,461

2,669

33,437,475 32,483,568

2,766,762

4,187,546

2,090,427

2,871,512

3,259,311

2,991,666

9,044,735 9,122,499

42,482,210 41,606,057

2,500,000

174,175

(7,296,969)

2,500,000

174,175

(3,618,862)

t7 (4,622,694) (944,687)

19;24(a)

20;2a@)

ll

19;24(a)

2t

22

34,508,395

2,t14,060

43,544

32,820,906

1,388,441

43,544

36,665,999 34,252,791

2,937,000

5,359,000

2,142,905

2,121,000

4,616,968

l,55g,gg5

10,438,905 8,297,953

47,104,904 42,550,744

42,482,210 41,606,057

The Company has initially applied IFRS 15 and IFRS 9 at I January 2018. Under the transition
methods chosen, comparative information is not restated. See Note 5.

6

The statement of financial position is to be read in conjunction with the notes to, and forming part of, the
financial statements set out on pages 9 to 5 l.



Veolit Djur cjsc
Statement of Changes in Equityfor 2018

'OOO AMD

Balance at I January 2017 (unaudited)

Comprehensive loss

Loss for the year

Total comprehensive loss for the year

Additionalpaid- Accumulated
in capital losses

Share
capital Total

1,500,000 (9,393) 1,490,607

(3,609,469) (3,609,469)

(3,609,469)(3,609,469)

Transactions with owners of the
Company

Contributiions and distributions

Issue of or<linary shares

Free ofcharge assets received from
a related party

Total contribution and distributions

Total transactions with owners of
the Company

Balance at 31 December 2017

Balance at I January 2018*

Comprehensive loss

Loss for tht: year

Total com;rrehensive loss for the year

Balance at 3l December 2018

1,000,000 1,000,000

174,175

1,000,000 174,175 I,174,175

174,175
1,000,000 1,174,175

2,500,000 174,175 (3,618,862) (944,687)

2,500,000 t7 4,r7 5 (3,618,862) (944,687)

(3,678,007) (3,679,007)

(3,678,007) (3,678,007)

2,500,000 174,175 (7,296,869) (4,622,694)

The Company has initially applied IFRS 15 and IFRS 9 at I January 2018. Under the transition
methods chosen, comparative information is not restated. See Note 5.

7

The statement of changes in equity is to be read in conjunction with the notes to, and forming part of, the
financial statements set out on pages 9 to 5 l.
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Veolit Djur cjsc
Statement of Cash Flows for 2018

2018 2017*'OOO AMD

Cash flows from operating activities

Loss for the year

Adjustments for;
Depreciation and amortisation

Impairment loss on tade receivables

Net finance costs

Non-cash revenue from construction or upgrade services

Changes in:

Inventories

Trade and other receivables

Trade and other payables

Cash llows from operations before income taxes and interest
paid

Interest paid

Payment for liabilities under Concession Agreement

Net cash used in operating activities

Cash flows from investing activities

Acquisition of property and equipment

Acquisition of intangible assets

Interest received

Net cash used in investing activities

Cash flows from financing activities

Proceeds from issue of share capital

Proceeds from loans and borrowings

Net cash flows from financing activities

Net (decrease)/increase in cash and cash equivalents

Cash and cash equivalents at I January

Effect of movements in exchange rates on cash and cash equivalents

Cash and cash equivalents at 3l December

Note

'7,8,9

23(c)(ii)

l0

6,24(c)

2l (b)

2l(b)

(3,678,007)

2,964,047

877,379

4,859,661

(3,081,769)

(3,609,469)

2,534,525

507,042

4,401,949

(2,263,164)

1,940,311

lgg,725

(1,755,222)

586,523

(671,477)

(3,749,994)

1,549,765

1,570,793

961,337

2l(b) (94,347)

19 (2,121,000)

(1,254,010)

(1,299,913)

(25,867)

( 1,713,000)

(3,038,780)

(470,769)

(13,402)

105,442

(992,904)

(9 l,103)

81,878

(378,729) (1,002,129)

724,223

1,000,000

4,598,1l0

724,223 5,598,1l0

(908,sr6)

2,991,666

7,277

1,557,201

1,432,692

1,793

2,090,427 2,991,666

The company's non-cash investing activities are disclosed in Note 2a@).

* The Company has initially applied IFRS 15 and IFRS 9 at I January 2018. Under the transition methods
chosen, comparative information is not restated. See Note 5.

8

The statement of cash flows is to be read in conjunction with the notes to, and forming part of, the financial statements
s€t out on pages 9 to 51.
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Note

Reporting entity

Basis of preparation

Functional and presentation currency

Use of estimates and judgments

Changes in significant accounting policies

Revenue

Cost of sales

Distribution expenses

Administrative expenses

10. Finance income and finance costs

I l. Income tax expense

12. Property and equipment

l3.Intangible assets

14. Inventories

15. Trade and other receivables

Veolia Djur cjsc
Notes to the Financial Statementsfor 2018

Note Page

16. Cash and cash equivalents 24

ll.Capital and reserves 25

18. Capital management 25

19. Liabilities under Concession Agreement 26

20. Provision for Support Asset return liability 26

21. Loans and borrowings 26

22.Trade and other payables 28

23.Fat values and risk management 28

24. Concession Agreement 35

25. Contingencies 37

26. Related party transactions 38

27. Basis of measurement 39

28. Significant accounting policies 39

29. New standards and interpretations not
yet adopted 50

Page

l0

l0

ll
ll
t2

t4

l8

t9

l9

20

20

22

23

24

24

1.

2.

3.

4.

5.

6.

7.

8.

9.



1.

(a)

Notes to the Financiat Staf::*:i;';i;;

Reporting entity

Organisation and operations

Veolia Djur cjsc (the"Company") was registered on 16 November 2016 as an Armenian closed joint
stock company as defined in the civil code of the Republic of Armenia.

The Company's registered office is 66a Abovyan Street, Yerevan 0025, Republic of Arrnenia.

The Company's principal activities are the supply of water and the provision of wastewater services
in Armenia, as well as, developing and improving the performance of the country's water distribution
network. The Company started its operations on I January 2017 when a l5-year agreement
(the "Concession Agreement") between the Company, Veolia Eau - Compagnie Generale des Eaux,
France ("CGE") and the Government of the Republic of Arrnenia, represented by the
Water Committee of the RA Ministry of Energy lnfrastructures and Natural Resources (the ..Grantor,,),

signed on 2l November 2016, came into effect. Under the Concession Agreement the Company
received from the Grantor water distribution and wastewater removal facilities (the "Infrastructure'i
and equipment and materials (the "support Assets"). The details of the Concession Agreement are
described in Notes 19,20 and24.

The tariffs for water supply and wastewater services are regulated by the Republic of Armenia public
Services Regulatory commission based on the concession Agreement.

The Company is wholly owned by CGE. The Company's ultimate parent company and the ultimate
controlling party is Veolia Environment SA. Related party transactions are disciosed in Note 26.

Armenian business environment

The Company's operations are located in Armenia. Consequently, the Company is exposed to the
economic and financial markets of Armenia which display characteristics of an emerging-market. The
legal, tax and regulatory frameworks continue development, but are subject to varying interpretations
and frequent changes which together with other legal and fiscal impedimenti contribute to the
challenges faced by entities operating in Armenia. The financial staternents reflect management's
assessment of the impact of the Arrnenian business environment on the operations and the financial
position ofthe Company. The future business environment may differ from management's assessment.

2. Basis of preparation

(a) Statement of compliance

These financial statements have been prepared in accordance with lnternational Financial Reporting
Standards ("[FRSs").

This is the first set of the Company's annual financial statements in which IFRS 15 Revenuefrom
Contracts with Customers andIFRS 9 Fina ncial Instrumentshavebenn applied. Changes to significant
accounting policies are described in Note 5.

(b) Going concern

As at 3l December 2018 the Company's net assets were negative and amounted
ANID 4,622,694 thousand (31 December 2Ol7: ANID 944,687 thousand, negitive), and the Company
incurred losses for 2018 of AMD 3,678,007 thousand (2017: AMD 3,609,469 thousand)

(b)

l0



3.

Veolia Djur cjsc
Notes to the Financial Statementsfor 2018

The ultimate parent comPany of veolia Djur cjsc confirmed that will provide forthe foreseeable futurewith such financial and other support as may be required to permit the Company to continue in
operational existence and, therefore, to enable it realizi its assets and discharg" itriiuUitities in the
normal course of business. Further, the ultimate parent company confirmed that will provide the
financial support to veolia Djur cjsc that may be necessary to miet its financial obligations with regard
to the borrowing from the related party in total outstanding amount of AMD 5,359:000 thousand as at
31 December 2018.

Considering the above facts, management believes that there are no significant uncertainties regarding
the ability of the Company to continue as a going concern.

Functional and presentation currency

The national currency of the Republic of Armenia is the Armenian Dram (*AMD,,), which is the
Company's functional currency and the curency in which these financial statements are presented.
All financial information presented in AMD has been rounded to the nearest thousand, except when
otherwise indicated.

Use of estimates and judgments

The preparation of financial statements in conformity with IFRSs requires management to makejudgments, estimates and assumptions that affect thi application of accounting iolicies and the
reported amounts of assets, liabilities, income and expenses. Actual results .uf aiff". from those
estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimates ire revised and in any future periodl
affected.

lnformation about assumptions and estimation uncertainties (excluding measurement of fair values)
!ha! have a significant risk of resulting in a material adjustrnent within the next financial year is
included in the following notes:

o Note 2a@) - measurement of the liabilities under concession Agreement;o Note 24(d) - provision for Support Asset retum liability;
o Note 23 (c)(ii) - allowance for trade receivables.

M e as u re m ent of fair val ues

When measuring the fair value of an asset or a liability, the Company uses market observable data as
far as possible. Fair values are categorised into different levels in a fair value hierarchy based on the
inputs used in the valuation techniques as follows:

o Level l: quoted prices (unadjusted) in active markets for identical assets or liabilities.o Level 2: inputs other than quoted prices included in Level I that are observable for the asset or
liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).o Level3: inputs for the asset or liability that are not based on observabli market data (unobservable
inputs).

If the inputs used to measure the fair value of an asset or a liability might be categorised in different
levels of the fair value hierarchy, then the fair value measurement is ca:tegorised ii its entirety in the
same level of the fair value hierarchy as the lowest level input that is significant to the entire
measurement.

4.
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5.

Notes to the Financiat staf#:#:t:;i;;

Thg Company recognises transfers between levels of the fair value hierarchy at the end of the reporting
period during which the change has occurred.

Further information about the assumptions made in measuring fair values is included in Note 23 -financial instruments.

Changes in significant accounting policies

The Company has initially applied IFRS 15 (see (A) and IFRS 9 (see (B) from I January 201g.
A number of other new standards are also effective from I January 2018 but they do not have a material
effect on the Company's financial statements.

Due to the transition methods chosen by the Company in applying these standards, comparative
information throughout these financial statements has not bein restated to reflect the requirements
of the new standards, except for separately presenting impairment loss on trade receivables.

The initial application of these standards did not have impact on the Company's financial statements.

IFRS 15 Revenuefrom Contracts with Customers

IFRS 15 establishes a comprehensive framework for determining whether, how much and when
revenue is recognised. It replaced IAS 18 Revenue, IAS 1l Construction Contracls and related
interpretations. Under IFRS 15, revenue is recognised when a customer obtains control of the goods
or services' Determining the timing of the transfer of control - at a point in time or over time - re{uires
judgement.

The Company has adoped IFRS 15 using the cumulative effect method (without practical expedients),
with the effect of initially applyrng this standard recognised at the date of initial apptication 1i.e.I January 2018). There was no impact of adopting IFRS l5 on the Company's financial statements at
1 January 2018 and 31 December 2018 as the timing and amount of revenue recognition both under
IFRS 15 and IAS 18 is substantially the same.

IFRS 9 Financial Instruments

IFRS 9 sets out requirements for recognising and measuring financial assets, financial liabilities and
some contracts to buy or sell non-financial items. This standard replaces IAS 39 Financial
Instruments : Recognition and Measurement.

As a result of the adoption of IFRS 9, the Company has adopted consequential amencrments to
IAS I Presentation of Financial Statements, which require irnpairment oi financial assets to be
presented in a separate line item in the statement of profit or loss and OCI. Previously, the Company,s
approach was to include the impairment of trade receivables in finance costs. ionsequentiy, it 

"Company reclassified impairment losses amounting to AMD 5O7,O4zthousand, recognised under IAS
39, from 'finance costs' to 'impairment loss on trade receivables' in the statement of-profit or loss and
OCI for the year ended 3l December 2017.

Additionally, the Company has adopted consequential amendments to IFRS 7 Financial Instruments:
Disclosures that are applied to disclosures about 2018 but have not been generally applied to
comparative information.

The transition to IFRS 9 did not have impact on the opening balance of reserves and retained earnings
(for a description of the transition method, see (iii)).

A.

B.

t2
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Veolia Djur cjsc
Notes to the Financial Statementsfor 2018

Classificatio n and me asurem ent of linancial assets and financial liabilities

IFRS 9 contains three principal classification categories for financial assets: measured at amortised
cost, FVOCI and FVTPL. The classification of financial assets under IFRS 9 is generally based on the
business model in which a financial asset is managed and its contractual carh flo* characteristics.
IFRS 9 eliminates the previous IAS 39 categories of held to maturity, loans and receivables and
available for sale.

tr'RS 9 largely retains the existing requirements in IAS 39 for the classification and measurement of
financial liabilities.

The adoption of IFRS t has not had a significant effect on the Company's accounting policies related
to financial liabilities.

For an explanation of how the Company classifies and measures financial instruments, treats
modifications and accounts for related gains and loss under IFRS 9, see Note 2g(i).

The following table below explain the original measurement categories under IAS 39 and the new
measurement categories under IFRS 9 for each class of the Company's financial assets and financial
liabilities as at I January 2018.

,OOO AMD
Financial assets

Trade and other receivables

Cash and cash equivalents

Total financial assets

,OOO AMD
Financial liabilities

l,oans and borrowings

Liabilities unde Concession
Agreement

Trade and other payables

Total financial liabilities

Original
classification
under IAS 39

New
classification
under IFRS 9

Original carrying New carrying
amount under amount under

IAS 39 IFRS 9

Loans and
receivables
Loans and

receivables

Amortized cost

Amortized cost

New
classification
under IFRS 9

3,067,144

2,991,666

3,067,144

2,991,666

6,o5g,glo 6,059,910

Original
classification
under tAS 39

Original carrying
amount under

IAS 39

New carrying
amount under

IFRS 9

4,616,969

34,941,906

1,145,526

Other financial
liabilities

Other financial
liabilities

Other financial
liabilities

Other financial
liabilities

Other financial
liabilities

Other financial
liabilities

4,616,969

34,941,906

1,145,526

40,704,300 40,704,300

There was no effect of adopting IFRS 9 on the carrying amounts of financial assets and liabilities at
I January 2018, including the new impairment requirements on transition to IFRS 9 on I January
2018.

13



(it)

(iit)

6.

Notes to the Financiat Staf":;yr:#';i:;

Imp ai rme nt of ft nan cial ass ets

IFRS 9 replaces the 'incurred loss' model in IAS 39 with an 'expected credit loss, (ECL) model. Thenew impairment model applies to financial assets measured at amortised cost, contract assets and debtinvestments at FVOCL but not to investments in equity instruments. under IFRS 9, credit losses arerecognised earlier than under IAS 39 _ see Note 2gik).-

For assets in the scope of the IFRS 9 impairment model, impairment losses are generally expected toincrease and become more volatile. The Company tras'aetermined that the app'lication of IFRS 9,simpainnent requirements at I January 2018 results in no additional allowan"" fo, i-fui.,,,"rr.
Additional information about how the company measures the allowance for impairment is describedin Note 28(k).

Transition

changes in accounting policies resulting from the adoption of IFRS g have been appliedretrospectively'The determination ofthe business model within which a financial asset is held has beenmade on the basis of the facts and circumstances that existed at the date of initial apptication.

Revenue

Jhe etre9t of initially applying IFRS l5 on the company's revenue from contracts with customers isdescribed in Note 5.

(a) Revenue streams

Thecompany gen:rates revenue primarily from the supply of water and the provision of wastewater
services in Armenia. other sources of revinue include i."o*"r from constru.tioo o. upgrade servicesand network connection activities.

,OOO AMD

Revenue from contracts with the customers

Revenue from water supply and wastewater services:

Households

Legal entities

Total revenue from contracts with the customers

Other revenue

Revenue from construction or upgrade services

Network connection activities

Total other revenue

Total revenue

2018 2017

12,410,475

5,944,129

11,490,229

5,639,171

18,354,603 17,129,400

3,091,769

t4g,l47

2,263,1u

l0,gl I

3,229,916 2,273,975

21,594,519 19,403,375

During the year ended 3l December 2018 under the Resolution of the Armenian GovernmentNo 1697-N dated 2l December 2017, the Company received government subsidies ofAMD 1,070,171 thousand(2}L7: nil) included in revenue from water supply and wastewater services.

The company was entitled to government subsidies for compensation of the diference betweenapproved economically viable water supply and wastewatercori." tariffs and the actual reducedtariffs.

l4



2018 2017

1,070,171

(b) Disaggregation of revenue

ln the following table, revenue is disaggregated by primary geographical regions, major service lines,
tlpe of customer and timing of revenue recognition.

For the year ended
31 December

'OOO AMD

Primary geographical
regions of water
supply and waste
water services

Yerevan

Kotayk

Ararat

Shirak

Annavir

Lori

Syunik

Gegharkunik

Aragatsotn

Tavush

Vayots Dzor

llouseholds Legal entities Total
2018 2017 2018

12,410,475 11,490,229 5,944,129 5,639,171 18,354,603 17,129,400

The following table provides information about the
customers.

'OOO AMD

Received government subsides included in revenue from
contracts with the customers

Revenue from water supply and wastewater services:

Households

Legal entities

Total revenue from contracts with the customers

Veolia Djur cjsc
Notes to the Financial Statementsfor 2018

received government subsidies per type of

724,966

345,205

2017 20172018

6,632,019

l,l5g,57l
985,454

774,493

752,ttg

694,039

437,539

334,544

292,033

236,293

l12,3g3

5,996,108

l,0g0,0gl

945,493

719,063

704,491

637,304

417,603

354,647

294,493

226,056

I14,910

3,999,363

476,295

194,500

253,526

160,701

190,152

271,188

8 I ,818

95,526

137,479

83,580

3,914,817

433,576

188,623

195,244

138,441

166,2t0

245,691

73,843

79,036

I lg,l56

84,544

10,631,382

1,635,866

l,l7g,g54

1,028,019

gt2,glg

884,191

709,726

416,362

397,559

373,762

195,963

9,910,925

1,513,657

l,l34,l16
914,307

842,922

803,514

663,284

428,490

373,519

345,2t2

199,454
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2018 2017'OOO AMD

Primary geographical regions of construction or upgrade
activities

Yerevan

Kotayk

Ararat

Shirak

Armavir

Lori

Syunik

Gegharkunik

Aragatsotn

Tavush

Vayots Dzor

1,106,377

153,626

332,669

204,994

274,ggg

276,487

123,803

89,346

327,189

l4l,89g

50,491

1,229,599

80,149

293,912

193,947

67,404

I 18,853

54,147

2,614

172,419

31,745

18,476

3,091,769 2,263,164

2)018 2017 2018 2017 2018 2017

12,410,475 11,490,229 5,944,129 5,639,171

105,348 3,559 42,799 7,252 l4g,l47 10,81 I
12,515,823 11,493,799 5,996,927 5,646,423 21,5g4,519 19,403,375

20r8 20r8 2017 2018 2017

12,515,823 I l,4g3,7gg 5,986,927 5,646,423 21,594,519 19,403,375

12,515,823 11,493,799 5,996,927 5,646,423 21,594,519 19,403,375

(c) Contract balances

The following table provides information about receivables and contract liabilities from contracts with
customers.

'OOO AMD

Major service lines

Water supply and waste
water services

Constuction or upgrade
services

Network cormection
activity

,OOO AMD

Timing of re'yenue
recognition

Products and services
transferred or,er time

Revenue frorn contracts
with customerrs

18,354,603 17,129,400

3,081,769 2,263,164

2017

'OOO AMD

Receivables, which are included in 'trade and
other receivables'

Contract liabilities

Note 3l December 2018 1 January 2018

l5 3,416,770

22 489,925

2,864,565

324,497

The contract liabilities relate to the advance consideration received from customers for connecting to
water supply and wastewater removal network of AMD 158,972 thousand
(2017: AMD 85,546 thousand), for which revenue is recognised over time of power supply contract
and advance consideration received from customers for the water supply and wastewater services of
AMD 330,853 thousand (2017: AMD 238,951thousand).
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The amount of AMD 324,497 thousand recognised in contract liabilities at the beginning of the period
has been recognised as revenue for the period ended 3 r December 201 g.

No information is provided about remaining performance obligations at 31 December 2018 that have
an original expected duration of one year or less, as allowed by IFRS 15.

(d) Performance obligations and revenue recognition poticies

Revenue is measured based on the consideration specified in a contract with a customer. The Company
recognises revenue when it transfers control over a good or service to a customer.

The following table provides information about the nature and timing of the satisfaction ofperformance
obligations in contracts with customers, including significant payment terms, and the related revenue
recognition policies.

Nature and timing of satisfaction Revenue recognition
of performance obligations, Revenue recognition under IAS 1g
including significant payment under IFRS 15 (applicable (applicable before

Type ofproduct terms from I January 20lg) I January 201g)

Water supply and
wastewater
services

The Company's promise to
cusomters
is to supply water and the
consideration for the water is
determined based on customer's
monthly consumption. Payment
terms are defined in "Water supply
and wastewater service rules"
(WSWSR) set by industry regulator
Public Services Regulatory
Commission's (PSRC), according to
which the Company should post
relevant consumption information
(monthly consumption quantities
and total bill to be paid) for each
consumer in the publicly available
means by l5th of the month
following the reporting month, after
which the consumers should make
cash payments in the 7 day period.
No discounts are provided.

Customerssimultaneously Contractrevenuewas
receive and consume the recognized monthly
benefits of water with reference to
supply or/and wastewater water consumed
removal as it is provided or/and wastewater
and the Company transfers removed .

control ofthe service over
time, and therefore,
satisfies a performance
obligation and recognizes
revenue over time. The
variable consideration,
which represents units of
consumed or removed
water multiplied by the
effective tariffs, is
measured by the data taken
from water meter readers
at the end ofeach calendar
month.

Connection to
water supply and
wastewater
network

The Company performes activities
related to connecting its cutomers to
the water supply and wastewater
network. Payment terms are
defined in "Water supply and
wastewater service rules" (WSWSR)
set by industry regulator Public
Services Regulatory Commission's
(PSRC), according to which 80% of
the fees are paid in advance and the
rest when the connection activity is
completed. The length of each
project does not exceed 120 days per
maximum terms set by the
Regulator.

The activities related to the
network connection do not
result in the transfer of
goods or services to
Customers and as such are
set-up activities. Thus,
revenue is recognized over
the water supply contract
term. Advances received
are included in contract
liabilities.

Revenue was
recognised when the
risks and rewards of
ownership of the
goods and services
were transferred to the
customer.
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Nature and timing of satisfaction of
performance obligations, including

Revenue recognition
under IFRS 15
(applicable from
I January 2018)

Revenue recognition
under IAS 18
(applicable before
I January 2018)ment terms

Revenue from
construction or
upgrade services

As part of the Concession
Agreement. the Company is
committed to perform mandatory
capital works on upgrade of the
water supply infrastructure
amounting to AMD 37,500,000
thousand during the term of the
Agreement and incur further capital
expenditure, as deemed necessary.
The Company recognises the
consideration received for
construction as an intangible asset to
the extent that it receives a right to
charge users ofthe public service.
A right to charge users ofthe public
service is not an unconditional right
to receive cash or other financial
asset because the amounts are
contingent on the extent that the
public uses the service. By
substance, the Company bears the
demand risks.

Revenue is
recognised over time
based on the cost-to-
cost method. The
related costs are
recognised in profit or
loss when they are
incurred.

2018

If the outcome of a

construction contract
could be estimated
reliably, then contract
revenue was recognised
in proportion to the
stage of completion of
the contract. The stage
of completion was
assessed based on
costs. Otherwise,
contract revenue was
recognised only to the
extent of contract costs
incurred that were
likely to be
recoverable.

Contract expenses were
recognised as they were
incurred.

2017

7. Cost of sales

,OOO AMI)

Labour, wages and related taxes

Depreciation and amortisation

Materials

Electricity

Outsourced construction and related services

Repair and maintenance

Security

Resource and environmental fees

Insurance

Other

4,293,591

2,883,565

1,988,572

l,8ll,269

1,804,776

l,l8l,36l

400,055

l3t,27l

93,702

66,523

4,252,333

2,496,663

1,199,353

1,968,925

1,903,319

1,140,279

397,115

I l2,lg6

107,678

87,278

14,654,675 13,665,129

For the yr:ar ended 3l December 2018 outsourced construction and related services of
AMD 1,804,776 thousand (2017: AMD I ,903,319 thousand), materials of AMD 1,220,939 thousand
(2017: ANID 329,403 thousand) and labor, wages and related taxes of AMD 56,054 thousand
(2017: AMD 30,442 thousand) were attributable to the cost of construction or upgrade service
activities.
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8. Distribution expenses

'OOO AMD

Wages, salaries and related taxes

Collection fees

Rent

Materials

Advertising

Repairs and maintenance

Depreciation and amortisation

Other

9. Administrativeexpenses

'OOO AMD

Wages, salaries and related taxes

Professional fees

Expatriate stafffees

Utilities and communication

Repairs and maintenance

Rent

License fees for use of ,,Veolia,, marks and domain names

Depreciation and amortisation

Representation expenses and business trips

Public services regulation fees

Offrce expenses

Other

2018 2017

2,310,456

185,717

106,690

80,003

50,977

50,929

21,256

89,795

2,160,964

163,563

94,901

5l,4ll
46,777

53,897

l0,996

81,756

2,995,923 2,664,265

2018 2017

785,704

366,503

226,453

105,255

95,866

63,615

59,540

59,226

32,859

29,363

25,439

I l5,5gg

641,247

482,314

144,953

98,922

55,026

29,527

53,446

26,866

27,436

25,440

25,590

93,1 l0

l,965,4ll 1,703,667
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10. Finance income and finance costs

,OOO AMI)

Interest income under the effective interest method on:

Bank balances (current accounts)

Total interest income arising from financial assets

measured at amortised cost

Net foreign exchange gain

Finance income - other

Financial liabilities measured at amortised cost - interest
expense

Net foreign exchange loss

Unwind of discount on liability under
Concession Agreement (see Note 19)

Unwind of discount on Support Asset return liability
(see Note 20)

Finance costs - other

Net finance costs recognised in profit or loss

Veolit Djur cjsc
Notes to the Financial Statementsfor 2018

20172018

10s,442 8l,878

105,442 81,878

7,850

7,850

(137,881)

(4,624,599)

(209,483)

(48,572)

(3,384)

(4,267,930)

(163,941)

(4,971,953) (4,483,727)

(4,858,661) (4,401,849)

An impairment loss on trade receivables of AMD s}7,O4zthousand in the year ended 2017 was
reclassified from finance costs to a separate line item (see Note 5(B).

11. Income tax expense

The company's applicable tax rate is the income tax rate of z0% (2017:20%).

Reconciliation of effective tax rate:

20r8 2017

,OOO AMD o//o ,OOO AMD
Loss before income tax

Income tax at applicable tax rate

Change in applicable tax legislation

Non-deductible expenses

Change in deductible temporary differences for
which no deferred tax asset is recognised

Current year tax losses for which no deferred tax
asset is recognised

(3,678,007) 100

o//o

(3,609,469) 100

(735,601)

(20,567)

106,925

473,293

175,950

(20.0)

0.6

(2.e)

(t2.e)

_ri

(721,894)

17t,46g

306,359

244,069

20.0

(4.8)

(8.s)

(6.8)
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(a) Urecognised dedered tax assets

Deferred tax assets have not been recognised in respect of the following items:

Veolia Djur cjsc
Notes to the Financial Statementsfor 2018

2018 2017
,OOO AMD

Deductible temporary differences

Tax losses

779,651

421,897

1,201,549 552,305

The tax losses of AMD 870,355 thousand, ANID 1,229,734 thousand and AMD 9,395 thousand expire
i;a2023,2020 atd202l respectively. The deductible temporary differences do not expire under current
tax legislation. Deferred tax assets have not been recognised in respect of these items because it is not
probable that future taxable profit will be available against which the Company can utilise the benefits
therefrom.

306,358

245,947
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12. Property and equipment

'000 AMn

Cost

Balance at I January 2017
(unaudited)

Additions

Disposals

Balance at 3l December 2017

Balanceat I January2018

Additions

Transfers

Disposals

Balance at 31 December 2018

Depreciation

Balanceat I January2017

Depreciation for the year

Balance at 31 December 2017

Balanceat I January2018

Depreciation for the year

Transfers

Disposals

Balance at 31 December 2018

Carrying amoun*

At I January 2017 (unaudited)

At 3l December 2017

At 3l December 2018

- 23,900

1,452,232 1,526,966

(26,239)

Fixtures Computer
and fittings equipment

Veolia Djur cjsc
Notes to the Financial Statementsfor 2018

Other Total
Machinery and Motor

equipment vehicles

345,004

780

200,012

- 24,690

64,461 3,599,675

- (26,239)

1,425,993 1,550,966 345,004 200,792 64,461 3,597,116

1,425,993

282,9',73

33,014

(80,948)

1,550,966

86,662

12,450

345,004 200,792

l0l,84g 54,354

58,279 (120,435)

(86)

64,461 3,597,116

20,743 546,490

16,692

- (81,034)

1,660,932 l,649,97g 505,045 l34,7ll 101,896 4,052,562

- 139

248,733 249,095 53,295 41,230

_ 139

3,205 595,539

248,733 249,224 53,285 41,230 3,205 595,677

248,733 249,224

294,829 317,920

6,949 753

(s26)

53,285

83,065

8,626

(6e)

41,230

38,241

(20,867)

3,205 595,677

14,503 749,559

4,539

(748) (t,343)

549,985 567,897 144,907 58,604 21,499 1,342,992

23,7 6t 780 24,541

1,177,260 1,301,642 29l,7lg t59,562 61,256 2,991,439

1,110,947 1,092,091 360,139
____16J07

80,397 2,709,670

Depreciatiorl expense of AMD 685,054 thousand (2017: AMD 559,699 thousand) has been charged to cost
of sales, ,\MD 18,688 thousand (2017 AMD 10,605 thousand) to distribution 

"*p"nr", 
and

AMD 44,816 thousand (2017 ANLD 25,234 thousand) to administrative expenses.
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13. Intangitrle assets

'OOO AMD

Cost

Balance at I January2017 (unaudited)

Additions

Balance at 31 December 2017

Balanceat I January2018

Additions

Balance at 31 December 20lE

Amortisation

Balance at I Jarunry 2017

Amortisation for the year

Balance at 31 December 2017

Balance at I January2018

Amortisation for the year

Balance at 3l December 2018

Carrying amounts

At I January 2017 (unaudited)

At 3l December 2017

At 3l December 2018

l,93g,gg7

l,93g,gg7

2,215,499

4,135,367 19,109 4,154,476

29,379,155 l10,306 29,499,461

30,620,772 106,729 30,727,501

Concession intangible assets correspond to the right of the concession holder - Veolia Djur cjsc to
bill users of a public service in accordance with IFRIC 12, Service Concession arrangements.

Additions of concession intangible assets in the amount of AMD 358,359 thousand represent change
in estimate of Provision for Support Asset return liability.

(a) Amortisation

Amortization expense of AMD 2,lg8,5ll thousand (2017:AMD 1,936,964 thousand) has been
charged to cost of sales, AMD 2,568 thousand (2017: eN4o lqt thousand) to distribution expenses
and AMD 14,410 thousand (2017: AMD 1,632 thousand) to administrative expenses.

Veolia Djur cjsc
Notes to the Financial Statementsfor 2018

Concession
intangible assets Other Total

3 1,3 16,01 I 112,437 31,428,449

31,316,011 112,437 31,429,449

31,428,449

3,453,529

34,756,139 125,938 34,891,977

31,316,01 I

3,440,129

112,437

13,401

1,936,956 2,131 l,93g,gg7

1,936,956 2,131

1,936,956

2,lgg,5ll

2,131

16,979
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14. Inventories

,OOO AMD

Spare parts, materials and consumables

Other

15. Trade and other receivables

'OOO AMD

Trade receivables:

Households

Legal entities

Allowance filr impairment on trade receivables

Government subsidies receivables

Other receivables

Trade and other receivables included in loans and
receivables r:ategory

Taxes receivables

Prepayments given

Total trade ilnd other receivables

The Company's exposure to credit and currency
other receivables are disclosed in Note 23.

16. Cash and cash equiyalents

,OOO AMD

Bank balances (current accounts)

Petty cash

Cash and cash equivalents in the statement of financial
position and in the statement of cash flows

Yeolit Djur cjsc
Notes to the Financial Statementsfor 2018

2018 2017

2,737,641

29,121

2,929,750

41,762

2,766,762 2,871,512

2018 2017

3,537,963

1,263,229

(1,384,421)

98,877

531,433

2,507,439

864,169

(507,042)

202,5',19

4,047,090 3,067,144

90,940

49,626

l24,0tt

68,156

4,197,546 3,259,31I

risks and impairment losses related to trade and

2018 2017

2,090,274

153

2,991,539

12.7

2,090,427 2,991,666

Jh9 Cgmpany's exposure to interest rate risk and a sensitivity analysis for financial assets and
liabilities are disclosed in Note 23.
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17. Capital and reserves

(a) Share capital

Number of shares unless otherwise stqted

In issue at I January (Unaudited)

In issue at 3l December, fully paid

Authorised shares - par value

'OOO AMD

Total liabilities

kss: cash and cash equivalents

Net debt

Total equity

Net debt to equity ratio at 31 December

Veolit Djur cjsc
Notes to the Financial Statementsfor 2018

Ordinary shares

2018 2017

250

2s0

250

250

AMD 10,000,000 AMD 10,000,000

The holders of ordinary shares are entitled to receive dividends as declared from time to time, and
are entitled to one vote per share at meetings of the Company.

(b) Dividends

In accordance with Armenian legislation the Company's distributable reserves are limited to the
balance of retained earnings as recorded in the Company's statutory financial statements prepared in
accordance with accounting regulations of the Republic of Arrnenia, except for restrictions on
retained eamings as described below.

At 3l December 2018 the Company did not have reserves available for distribution(2017:none).

No dividends were declared at the reporting date and during 2018 (2017:none).

(c) Additional paid-in capitat

The additional paid-in capital represents free of charge assets received from a related party in amount
of AMD 174,175 thousand, net of related income tax.

18. Capital management

The Company has no forrtal policy for capital management but management seeks to maintain a
suffrcient capital base for meeting the Company's operational and stratigic needs, and to maintain
confidence of market participants. This is achieved with effrcient cash management, constant
monitoring of Company's revenues and profit, and long-term investment plans mainly financed by
the Company's operating cash flows. With these meaiures the Company aims for steady profits
glowth.

The Company's debt to equity ratio at the end of the reporting period was as follows:

2018 2017

47,104,904

2,090,427

42,550,744

2,991,666

45,014,477 39,559,079

(4,622,694) (944,,687)

(41.e)(e.7)

25



There were no changes in the Company's approach to capital management during the year.

The company is not subject to externally imposed capital requirements.

Notes to the Financiat Stai":;*t't';l;;

20r8 2017

19. Liabilitit)s under Concession Agreement

,OOO AMD

Balance at I January

Increase in liabilities during the year

Decrease in liabilities during the year

Unwind of discount

Balance at 31 December

,OOO AMD

Balance at I January

Provision made during the year

Change in estimate

Unwind of discount

Balance at 31 December

34,941,906

(2,121,000)

4,624,599

32,396,976

(1,713,000)

4,267,930

37,445,395 34,941,906

The details of measurement of the provision for Support Asset return liability are described in
Note 24.

20. Provision for Support Asset return tiability

2018 2017

1,388,441

60,763

455,373

209,493

1,224,500

163,g4l

2,114,060 1,389,441

The details of measurement of the provision for Support Asset return liability are described in
Note 24.

21. Loans and borrowings

This note provides information about the contractual terms of the Company's interest-bearing loans
and borrowi:ngs, which are measured at amortised cost. For more information about the Company,s
exposure to interest rate, foreign currency and liquidity risk, see Note 23.

,OOO AMD

Current liqbilities

Unsecured borrowing from related party

2018 2017

5,359,000 4,616,968

4,616,9685,359,000
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(a) Terms and debt repayment schedule

Terms and conditions of outstanding loans were as follows:

31 December 2018 31 December 2017

'OOO AMD
Unsecured borrowing
from related party

Nominal
interest Year of

Currency rate maturity
FedFund On

USD +0.85% demand

Face
value

Carrying
amount

Face Carrying
value amount

5,359,000 5,359,000 4,616,969 4,616,968

5,359,000 5,359,000 4,616,96g 4,616,96g

(b) Reconciliation of movements of riabilities to cash flows arising from

Liabilities
Other Ioans and

r*ote borrowings
4,616,969

724,223

724,223

(1,478)

l37,gg l
(94,347)

(24,247)

____!+

financing activities

Equity
Total

Share capital
2,500,000

'OOO AMD
Balance at l. January 2018

Changes from financing cash flows
Pror:eeds from loans and borrowings
Total changes from financing cash flows
The effect of changes in foreign exchange rates
Other changes

Liability-reloted
Interest expense

Inte:rest paid

Withholding tax expense from interest paid
Total liabilitry-related other changes

Total equity-related other changes

Balance at 31 December 2018

,OOO AMD
Balance at I January 20lT
Changes from financing cash flows
Proceeds frorn issue of share capital
Proceeds frorn loans and borrowings
Total changr:s from financing cash flows
The effect of changes in foreign exchange rates
Other changes

Liability-related
Interest expetrse

Interest paid

Withholding tax expense from interest paid
Total liability-related other changes

Total equity-related other changes

Balance at 3.1 December 2017

7,116,96g

724,223

10

724,223

(1,478)

l37,gg I
(94,347)

(24,247)

__!+
5,359,000 2,500,000 7,959,000

Note

Liabilities
Other loans and

borrowings

Equity

Share capital
1,500,000

Total

1,500,000

1,000,000

4,599,110

5,599,110

978

1,000,000

4,599,110 __t4qq!+
978

49,572

(25,867)

(4,825)

____11!-

49,572

(25,867)

(4,825)

---]1q+
__1416f68

l0

4,616,969 2,500,000
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22. Trade and other payables

'000 AMI)

Trade payables

Prepayments received from customers

Salaries and wages

Vacation reserve

Taxes payable

Other

20r8 2017

567,224

489,925

307,543

292,166

355,730

130,417

560,999

324,497

316,956

267,591

32,145

57,817

2,142,905 1,559,995

The Comprtny's exposure to curency and liquidity risk related to trade and other payables is
disc:losed in Note 23.

23. Fair valules and risk management

(a) Fair" values of financial instruments

The estimatr:d fair value of all the financial assets and liabilities approximates their carrying amounts.

(b) Measuremr:nt of fair values

Financial instruments not measured at fair value

Type Valuation technique Signifi cant unobservable inputs
Loans and receivables

Other financial liabilities*

Discounted cash flows

Discounted cash flows

Not applicable

Not applicable

* Other financial liabilities include loans and 6o116yings, liabilities under Concession Agreement
and trade payables.

(c) Financial risk management

The Company has exposure to the following risks from its use of financial instruments:

o credit risk;
o liquidi8 risk;
o market risk-

(i) Riskmanagementframework

Management has overall responsibility for the establishment and oversight of the Company,s risk
management framework. Management reports regularly to the Board of directors on its activities.

The Company's risk management policies are established to identiff and analyse the risks faced by
!h9 Company, to set appropriate risk limits and controls, and to monitor risks and adherence to limits.
Risk management policies and systems are reviewed regularly to reflect shanges in market conditions

28



Veolia Djur cjsc
Notes to the Financial Statementsfor 20lg

and the Company's activities. The Company, through its training and management standards andprocedures, aims to develop a disciplined and colnstructive control environment in which all
employees understand their roles and obligations.

(it) Credit rtsk

Credit risk is the risk of financial loss to the company if a customer or counterparty to a financial
instrument fails to meet its contractual obligations, and arises principally rrom ttre Company,s
receivables from customers.

The carrying amounts of financial assets represent the maximum credit exposure.

[npairment losses on financial assets recognised in profit or loss were as follows:

'OOO AMD

Impairment loss on tade receivables arising from contacts
with customers

2018 2017

(877,379) (507,042)

Trade receivables

The Company's exposure to credit risk is influenced mainly by the individual characteristics of
customers in the areas in which it operates. The Company does not have an established credit policy
under which each new customer is analysed for creditworthiness. The Company does not require
collateral in respect of trade receivables nor does it require prepayment before sales are made.

In monitoring customer credit risk, customers are grouped according to their credit risk
characteristics including whether they are an individual houseiold or legal Jntity and aging profile,
and are arnlyzed through late-pal.rnent statistics.

The Company limits its exposure to credit risk from trade receivables by establishing a maximum
payment period of one month for individual and corporate customers.

At 3 I December 201 8, the exposure to credit risk for trade receivables by type of counterparty was
as follows.

Carrying amount
'OOO AMD

Households

Legal entities

2018

2,572,166

844,604

3,416,770

None of the company's customers have externalcredit ratings assigned.

2017

2,106,709

757,957

2,964,565
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Comparative information under IAS 39

The ageing of trade receivables as at 31 December 2ol7 wasas follows:

'OOO AMD

Not past due

Past due 0- 30 days

Past due 31-120 days

Past due l2l-365 days

'OOO AMD

Current (not past due)

l-30 days past due

3l-90 days past due

9l-180 days past due

18l-365 days past due

More than 365 days past due

Weighted average

loss rate
Gross carrying

amount
Loss Credit

allowance impaired

Gross

2017

Impairment
2017

2,002,976

399,300

639,731

340,600

67,990

42,679

180,692

215,702

3,371,607 507,042

Expected credit loss assessment for customers as at I January and 3l December 20lg

Ther Company uses an allowance matrix to measure the ECLs of trade receivables from all customers,
which comprise large number of small balances.

Loss rates are calculated using a 'roll rate' method based on the probability of a receivable
progressing through successive stages of delinquency to write-off. Roll.ut". u." caiculated separately
for exposun:s in different segments based on the foliowing common credit risk characteristics - type
of customer (legal entities versus individuals)

The followj.ng table provides information about the exposure to credit risk and ECLs for trade
receivables and contract assets from individual customers as at 3l December 201g.

4%

t5%

29%

49%

77o/o

t00%

2,159,146

457,175

665,525

675,ggl

583,149

260,306

80,696 No

69,396 No

194,351 No

332,893 Yes

446,779 Yes

260,306 Yes

4,801,191 1,394,421

Loss rates are based on actual credit loss experience over the past two years. Considering the short
nature of trade receivable balances (up to 30 days), no forward looking inforrnation is incorporated
into ECL calculation by the Company.
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Movements in the allowancefor impairment in respect of trade receivables

The movement in the allowance for impairment in respect of trade receivables during the year was
as follows. Comparative amounts for 2017 represent the allowance account for impiirment losses
under IAS 39.

,OOO AMD

Balance at 1 January under IAS 39
Adjustment on initial application of IFRS 9
Balance at I January under IFRS 9
Net remeasurement of loss allowance

Balance at 3l December

2018 2017

(507,042)

(507,042)

(877,379) (s07,042)

(1,384,421) {507,042)

Cash and cash equivalents

Th. Company held bank balances (current accounts) of AMD 2,ogo,z74 thousand at
3 I December 201 8 (2017 : AMD 2,99 I ,539 thousand), which represents its maximum credit exposure
on these assets. The bank balances (current accounts) are held with reputable Armenian banks and
the company does not expect them to fail to meet their obligations.

Per Company's assessment no impairment loss is recognised on current account primarily due to
their short maturitirs.

0A Liquidity risk

Liquidity risk is the risk that the Company will encounter diffrculty in meeting the obligations
associated with its financial liabilities that are settled by delivering cash or another financial asset.
The Company's.approach to managing liquidity is to ensure, ^ d, as possible, that it will always
have sufficient liquidity to meet its liabilities wLen due, under both normal and stressed conditions,
without incurring unacceptable losses or risking damage to the Compuny,. ..pututior.

The Company ensures that it has sufficient cash on demand to meet expected operational expenses,
including the servicing of financial obligations; this excludes the potential'impact of extreme
circumstances that cannot reasonably be predicted, such as natural disisters.

The following are the contractual maturities of financial liabilities at the reporting date. The amounts
are gross and undiscounted, and include estimated interest paynents.
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The following are the contractual maturities of financial liabilities at the reporting date. The amounts are gross andundiscounted, and include estimated interest payments.

Carrying Contractual On
amount cash flows demand

Less than 2-12
2 months months 1-2 yrs

31 December 2018i

'OOO AMT'

Non-derivative
financial liabilities,

Unsecured
borrowing from
related party

Liabilities under
Concessiorr
Agreement

Trade and rcther
payables

31 December 2017

'OOO AMD

Non-derivative
financial liabilities

Unsecured
borrowing liom
related party

Liabilities under
Concession
Agreement

Trade and other
payables

2-5 yrs Over 5 yrs

5,359,000 5,359,000 5,359,000

37,445,395 95,915,000

1,166,933 1,166,933

43,971,329 92,440,933

Carrying Contractual
amount cash flows

- 2,937,000

974.362 192.571

5,359,000 974,362

3,745,000 19,931,000 60,302,000

3,129,571 3,745,000 1g,931,000 60,302,000

On
demand

Less than
2 months

2-t2
months 1-2 yrs 2-5 yrs Over 5 yrs

4,616,969 4,616,969 4,616,96g

It is not expected that the cash flows included
signifi cantly different amounts.

- 2,121,000 2,937,000

1,069,970 76,556

15,461,000 67,517,000

4,616,969 1,068,970 2,197,556 2,937,000 15,461,000 67,517,000

in the maturity analysis could occur significantly earlier, or at

34,941,906 99,036,000

1,145,526 1,145,526

40,704300 93,798,494
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(iu) Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates
will affect the Company's income or the value of its holdings of financial in-struments. The objective
of market risk management is to manage and control market risk exposures within accJptable
parameters, while optimising the return.

The Company does not apply hedge accounting in order to manage volatility in profit or loss.

Currency risk

The Company is exposed to currency risk on sales, purchases and borrowings that are denominated
in a currency other than the functional crurency of the Company. The cirrency in which these
transactions primarily are denominated is USD.

Exposure to currency risk

The Company's exposure to foreign currency risk was as follows based on notional amounts:

USD-denominated

20r8

USD-denominated

2017
,OOO AMD

Loans and borrowings

The following significant exchange rates applied during the year:

in AMD

USD I

Average rate

2018 2017

483.93 482.63

,OOO AMD

3l December 2018

AMD l0% movement against USD

3l December 2017

AMD 10% moyement against USD

(5,359,000) (4,616,969)

(5,359,000) (4,616,969)

Reporting date spot rate

20r8 2017

483.7 5 484.1 0

Sensitivity analysis

A reasonably possible strengthening (weakening) of the AMD, as indicated below, against USD at
3l December would have affected the measurement of financial instruments denominated in a foreign
currency and affected profit or loss by the amounts shown below. The analysis assumes that all other
variables, in particular interest rates, remain constant.

Strengthening Weakening

Profit or loss Profit or loss

428,720

369,357

(428,720)

(369,35',7)
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Interest rate risk

Changes in interest rates impact primarily loans and borrowings by changing either their fair value(fxed rate debt) or their future cash flows (variable rate debt).-Management does not have a formal
p-olicy of determining how much of the Company'r.*porui. should be to fixed or variable rates.
However, at the time of raising new loans or borrowing. -unug"-ent uses its judgment to decide
whether it believes that a fixed or variable rate would bi more fivourable to tdc;pany over the
expected period until maturity.

Exposure to interest rate risk

At the reporting date the interest rate profile of the Company's interest-bearing financial instruments
was:

Carrying amount

Cash llow sensitivity analysis for vurtable rate instruments

A reasonably possible change of 100 basis points in interest rates at the reporting date would have
increased (decreased) profit or loss net of taxes by the amounts shown below. Thilanalysis assumes
that all other variables, in particular foreign curency rates, remain constant.

'OOO AMD

Variable rate instruments

Financial liabilities

'OOO AMD

2018

Variable rate instuments

Cash flow sensitivity (net)

2017

Variable rate instruments

Cash flow sensitivity (net)

2018 2017

5,359,000 4,616,969

Profit or loss

100 bp increase f00 bp decrease

(50,388) 50,388

(50,388) 50,399

(46,170) 46,170

(46,170) 46,170
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24. Concession Agreement

On 2l November 2016 a lS-year agreement was signed between the Company, CGE and the Grantor
in relation to the provision of services for water supply and wastewater services in Armenia, technical
and commercial management.

During the term of the agreement, the Company is the exclusive right holder for the use of the
Infrastructure to enable the provision of the services.

During the term of the agreement the tariffs to be charged to customers for the provision of services
are set by the Public Services Regulatory Commission of tn" Republic of Armenia but are dependenton several factors in the Concession Agreement such as EUR/AMD exchange rate, water
consumption volumes, inflation and electricity prices and collection rates from customers.

(a) Concession fee payments to the Grantor

Under the Cloncession Agreement the Company is required to make regular payments to the Grantor
over the concession period to acquire the right to charge users ofpublic servicls.

The following fixed fee payments are required to be
tenn of the Concession Agreement:

'000 AMI)

kss than one year

Between one and five years

More than five years

made by the Company to the Grantor over the

2018 2017

2,937,000

22,676,000

60,302,000

2,121,000

19,399,000

67,517,000

85,915,000 88,036,000

(b)

(c)

The Company included the fair value of such payments, representing the present value of the annual
payments to the Grantor, discounted at a pre-tax discouni rate of tl.s\" in the cost of concession
intangible assets and recognised a corresponding concession liability at inception of the Concession
Agreement.

The discount rate was estimated based on an industry average weighted average cost of capital, which
was based on a possible range of debt leveraging oi zsN uI u -*Lt interesirate of 12.3o/o.

Operation services

The Company accounts for revenue and costs relating to water supply and wastewater services in
accordance with IFRS 15.

Construction or upgrade services

As part of the Concession A:rangement the Company is committed to perform mandatory capital
works on upgrade ofthe water supply infrastructure amounting to AMD 37,500,000 thousand aspresented in the table below and incur further capital expenditurJ, as deemed o"""rrury.
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Contract year Amount
'OOO AMD

I

2

3

4

5

6

7

8

9

l0

1,500,000

1,750,000

2,250,000

2,750,000

2,750,000

2,750,000

2,750,000

2,750,000

2,750,000

2,750,000

ll
t2

13

l4

15

2,750,000

2,500,000

2,500,000

2,500,000

2,500,000

on 12 December 2018 based on the agreement No 8, signed between the Company, veolia Eau- Compagnie Generale des Eaux, France ("CGE") and ihe Government of the Republic of Armenia,
represented by the Water Committee of the RA Ministry of Energy Infrastructures and Natural
Resources, the tariff increase for 2019rvas postponed to 2025 and thl mandatory capital works onupgrade for 2019 were reduced by AMD t,01t,OO0 thousand.

The Company accounts for revenue and costs relating to construction or upgrade services inaccordance with IFRS 15.

For the year ended 3l December 2018, the Company has recognised revenue ofAMD 21,584,519 thousand (2017: arr,ro p,+oz,gis thousand], consisting ofAMD 3,081,7-69 
- 

thousand (2017 AMD 2,263,164 thousand) on construction andAMD 18,502,750 thousand (2017: AMD 17,140,211 tiousand) on water supply and wastewater
services' The revenue recognised in relation to construction in 2018 and 20ii represents the fairvalue ofthe construclion services provided in reconstruction ofthe water distribution and wastewaterremoval facilities. These were provided in exchange for the right to charge customers and represent
non-cash investing transactions.

As at 3 I December 201 8 the Company has recognised an intangible asset received as considerationfor providing 
^cortstruction 

or upgrade ,"*1i"", in a service concession arrangement ofAMD 3,081,769 thousand (31 December 2017: AMD 2,263,164 thousand). The intangible asset
represents the right to charge users a fee for use ofpublic services.

(d) Support assets

on I January 2017 under the concession Agreement the Company received from the Grantorequipment with a fair value of AMD 2,578,546 thousand and materials with a fair value ofAMD 1,980,083 thousand as Support Assets in addition to the Infrastructure.

During the year ended 3l December 2018 the Company received from the Grantor additionalequipment with a fair value of AMD 68,466 thousand and materials with a fair value ofAMD 80,638 thousand. As at 31 December 2018 the Provision for Support Asset return liability forthese items amounted AMD 60,763 thousand (Note 20).

These assets are recognised as assets of the company, measured at fair value on initial recognition.
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The operator may retain, use or sell the assets at its discretion but in order to ensure the provision ofthe services by the subsequent operator. The Company has to transfer to the Grantor the Support
Assets at the end of the Concession Agreement (without compensation) equivalent to the items
transferred at the beginning of the Concession Agreement. Howeve, 

"quirraleo"y 
is not defined in

the Concession Agreement.

As at 3 1 December 201 8 and 2ol7 the lompany recognised a return liability for the Support Assets
treating equivalency as monetary equivalenry of the Support Assets. The retum liabilityincluded thefollowing components and was meisured as follows:

o inventorY component - the amount required to replace the materials at the end of the Concession
Agreement term. The measurement of the liabitity was based on the current prices of the
materials adjusted for estimated inflation assessed by management.

o property and equipment component - management's best estimate of the amount required to
restore the property and equipment to their original state at the end of the Concession Agreement
term' The measurement of the liability was lased on the current prices or tn" proi".tv u"a
equipment adjusted for estimated inflation assessed by management.

The return liability as at 31 December 2018 was discounted using a real risk-free rate of ll.0Oo/o(2017:13.39%).

The difference between the return liability as at 3l December 2018 and 2017 and,the fair value of
Support Assets was presented as a deduction from concession intangible assets.

25. Contingencies

(a) fnsurance

The insurance indlstry in the Republic of Armenia is in a developing state and many forms ofinsurance protection common in other parts of the world *"'roi yet generally available.
The Company does not have full coverage ior its plant facilities and business iniemrption. Until theCompany obtains adequate insurance coverage, there is a risk that the loss or destruction of certain
assets could have a material adverse effect on the Company's operations and financial position.

(b) Litigations

In the opinion of management, there Te .ro current legal proceedings or other claims outstanding,
which could have a material effect on the results orop.,iations or finincial position of the company.

(c) Taxationcontingencies

The taxation system in Armenia is relatively new and is characterised by frequent changes inlegislation, official pronouncements and court iecisions, which are sometimes unclear, contradictory
and subject to varying interpretation. Taxes are subject to review and investigation by tax authorities,
which have the authority to impose fines and penalties. ln the event of a breich of tax legislation, noliabilities for additional taxes, fines or penalties may be imposed by tax authorities once three years
have elapsed from the date ofthe breach.

These circumstances may create tax risks in Armenia that are more significant than in other countries.
Management believes that it has provided- adequately for tax liabilitiJs based on its interpretations ofapplicable Arrnenian tax legislation, official p.ororn."-ents and court decisions. However, theinterpretations of the relevant authorities could differ and the effect on these financial statements, if
the authorities were successful in enforcing their interpretations, could be significant.
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26. Related party transactions

(a) Controlrelationships

The Company is wholly owned by veolia Eau - Compagnie Generale des Eaux, France.
The company's. ultimate parent company and the ultimate condofling party is veolia Environment
SA. Veolia Environment SA produces publicly available financial statements.

(b) Transactions with key management personnel

Key m anag em e nt r emu neratio n

Key management received the following remuneration during the year, which is included inadministrative expenses :

'OOO AMD

Expatriate stafffees and other benefits

Salaries and bonuses

2018

(c) Other related party transactions

The company's other related party transactions are discrosed below.

Transaction Transaction
value value

2017

242,613

153,398

162,015

74,202

2018 2017

Outstanding
balance

2018

Outstanding
balance

2017
'OOO AMD
Services received

Ultimate parent company

Entities under common control
Purchase of goods and property
and equipment

Entities under common control
Services provided

Ultimate parent company

Entities under common control
Prepayments for goods and
services

Ultimate parent company

Entities under common conhol
Free of charge assets received
(Note t7(c))

Entities under common control
Loans received:

Entities under common control
Others:

Ultimate parent company
Entities under common control

(181,969)

(83,t77)

(57,170)

5,334

5,466

262,939

181,985

(724,223)

(59,540)

(85,475)

(179,990)

(45,808)

(507,208)

40,132

2g3,ggl

580,5s5

2l7,7lg

(4,599,1l0)

(53,446)

(30,735)

(166,298)

(8,449)

3,093

(37,968)

(2,503)

(3,655)

2l7,7lg

(4,616,969)

(30,735)

2l7,7lg

(5,359,000)

(l16,210)

The loan from the entity under common control bears interest at FedFund+0.g5% per annum and isrepayable upon demand. During 2018 interest expense of AMD 137,881 thousand was accrued onloans received from the entity under cortmon control (2017:AMD 4g,572 thousand).
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27. Basis of measurement

The financial statements are prepared on the historical cost basis.

28. Significant accounting poticies

The accounting policies set out below have been applied consistently to all periods presented in these
financial statements.

(a) Revenue

The Company has initially applied IFRS l5 from 1 January 2018. Information about the Company's
accounting policies relating to contracts with customers is provided in Note 6(d). The efieciof
initially applyrng IFRS 15 is described in Note 5.

(b) Finance income and costs

The Company's finance income and finance costs include:

o interest income;
o interest expense;
o the foreign culrency gain or loss on financial assets and financial liabilities.

Interest income or expense is recognised using the effective interest method.

The 'effective interest rate' is the rate that exactly discounts estimated future cash payments or
receipts through the expected life of the financial instrument to:

o the gross carrying amount of the financial asset; or
o the amortised cost of the financial liability.

In calculating interest income and expense, the effective interest rate is applied to the gross carrying
amount of the asset (when the asset is not credit-impaired) or to the amortised cost oflhe [abiliiy.

(c) Foreigncurrencytransactions

Transactions in foreign currencies are translated to AMD at exchange rates at the dates of the
transactions.

Monetary assets and liabilities denominated in foreign currencies at the reporting date are retranslated
to AMD at the exchange rate at that date. The foreign crurency gain or loss on Lonetary items is the
difference between amortised cost in the functional currency at the beginning of the period, adjusted
for effective interest and payments during the period, and the amortised cost in foreign currency
translated at the exchange rate at the end ofthe reporting period.

Non-monetary items in a foreign currency that are measured based on historical cost are translated
using the exchange rate at the date of the transaction. Foreign currency differences arising in
retranslation are recognised in profit or loss.
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(d) Short-term employee benelits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as
the related service is provided. A liability is recognised for the amount expected to be paid under
short-term cash bonus if the Company has a present legal or constructivi obligation to pay this
amount as a result of past service provided by the employee, and the obligation can be eitimated
reliably.

(e) fncome tax

Income tax expense comprises current and deferred tax. It is recognised in profit or loss except to the
extent that it relates to items recognised directly in equity or in other comprehensive income.

(t) Current tox

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using
tax rates enacted or substantively enacted at the reporting date, and any adjustment to tax payable in
respect of previous years.

(i, Deferred tax

Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the amounts used for taxatitn prrpor"r.

Deferred tax is not recognised for temporary differences on the initial recognition of assets or
liabilities in a transaction that is not a business combination and that affects neither accounting nor
taxable profit or loss.

A deferred tax asset is recognised for unused tax losses, unused tax credits and deductible temporary
differences, to the extent that it is probable that future taxable profits will be available against whlcir
they can be used. Deferred tax assets are reviewed at each.eporting date and are reduced to the extent
that it is no longer probable that the related tax benefit will be reaiised.

Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences
when they reverse, based on the laws that have been enacted o. srrbitu.rtir"ly enacted Uyine reporting
date.

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

(o

Deferred tax assets and liabilities are offset ifthere is a legally enforceable right to offset current tax
assets and liabilities, and they relate to income taxes levied by the same taiauthority on the same
taxable entity, or on different tax entities, but they intend to settle current tax liabilities and assets on
a net basis or their tax assets and liabilities will be realised simultaneously.

Inventories

Inventories are measured at the lower of cost and net realisable value. The cost of inventories is based
on the first-in first-out principle, and includes expenditure incurred in acquiring the inventories,
production or conversion costs and other costs incurred in bringing them to theiiexisting location
and condition.
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Net realisable value is the estimated selling price in the ordinary course of business, less the estimated
costs of completion and selling expenses.

Property and equipment

Recognition and measurement

Items of property and equipment are measured at cost less accumulated depreciation and impairment
losses.

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of
self-constructed assets includes the cost of materials and direct labour, any other costs directly
attributable to bringing the asset to a working condition for their intended use, the costs of
dismantling and removing the items and restoring the site on which they are located and capitalised
borrowing costs. Purchased software that is integral to the functionality of the related equipment is
capitalised as part of that equipment.

If significant parts of an item of property and equipment have different useful lives, they are
accounted for as separate items (major components) of property and equipment

Any gain or loss on disposal of an item of property and equipment is determined by comparing the
proceeds from disposal with the carrying amount of property and equipment, and is recognised net
within other income/other expenses in profit or loss.

Infrastructure

In accordance with IFRIC 12 Service Concession Arrangemen J assets used in the services provided
bythe Company (the "Infrastructure") are not recognized as property and equipment ofthe Ctmpany,
if both of the following criteria are satisfied:

o the Grantor controls or regulates the services to be provided by the Company using the
Infrastructure, the beneficiaries of the services and prices applied;

o the Grantor controls the significant residual interest in the Infrastructure at the end of the tenn of
the arrangement.

Subsequent erytenditure

Subsequent expenditure is capitalised only if it is probable that the future economic benefits
associated with the expenditure will flow to the Company.

The costs ofthe dayto-day servicing of property and equipment are recognised in profit or loss as
incurred.

Depreciation

Items of property and equipment are depreciated from the date that they are installed and are ready
for use, or in respect of internally constructed assets, from the date that the asset is completed ani
ready for use. Depreciation is based on the cost of an asset less its estimated residual value.

Depreciation is generally recognised in profit or loss on a straight-line basis over the estimated useful
lives of each part of an item of property and equipment, since this most closely reflects the expected
pattern of consumption of the future economic benefits embodied in the asset.

(ii)

(iit)

(iv)
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The estimated useful lives of significant
comparative periods are as follows:

o machinery and equipment
. motor vehicles
o fixtures and fittings
. computer equipment
o other

items of property, plant and equipment for the current and

3-10 years

3-10 years

3-10 years

2-5 years

4-10 years

Depreciation methods, useful lives and residual values are reviewed at each financial year end and
adj usted if appropriate.

Intangible assets

S e rvic e co nc e s sion arr angem ents

The Company recognises an intangible asset arising from a service concession arrangement when it
has a right to charge for use of the concession infrastructure. An intangible asset received as
consideration for providing construction or upgrade services in a service concession arrangement is
measured at fair value on initial recognition with reference to the fair value of the services provided.
Subsequent to initial recognition, the intangible asset is measured at cost less accumulated
amortisation and accumulated impairment losses.

The estimated useful life of an intangible asset in a service concession arrangement is the period from
when the Company is able to charge the public for the use of the infrastructure to the end of the
concession period.

Other intangible cssars

Other intangible assets that are acquired by the Company, which have finite useful lives, are
measured at cost less accumulated amortisation and accumulated impainnent losses.

S ub s e que nt eqte nditu re

Subsequent expenditure is capitalised only when it increases the future economic benefits embodied
in the specific asset to which it relates. All other expenditure is recognissd in the profit or loss as
incurred.

Amortisation

Amortisation is calculated over the cost of the asset less its residual value.

Amortisation is recognised in profit or loss on a straight-line basis over the estimated useful lives of
intangible assets, from the date that they are available for use since this most closely reflects the
expected pattem of consumption of future economic benefits embodied in the asset.

The estimated useful lives for the current and comparative periods are as follows:

o Concession intangible assets

o other
Concession Agreement terrr

5-15 years

(ii)

(ii,

(iv)
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Amortisation methods, useful lives and residual values are reviewed at each financial year end and
adj usted if appropriate.

Financial instruments

Recognition and initial measurement

Trade receivables are initially recognised when they are originated. All other financial assets and
financial liabilities are initially recognised when the Company becomes a party to the contractual
provisions of the instrument.

A financial asset (unless it is a trade receivable without a significant financing component) or
financial liability is initially measured at fair value plus, for an item not at FVTplJransaction costs
that are directly attributable to its acquisition or lssue. A trade receivable without a significant
financing component is initially measured at the transaction price.

Classification and subsequent rneasurerne nt

Financial assets - Policy applicable from 1 January 20lg

On initial recognition, a financial asset is classified as measured at amortised cost.

Financial assets are not reclassified subsequent to their initial recognition unless the Company
changes its business model for managing financial assets, in which case all affected financial assets
are reclassified on the first day of the first reporting period following the change in the business
model.

A financial asset is measured at amortised cost if it meets both of the following conditions and is not
designated as at FVTPL:

it is held within a business model whose objective is to hold assets to collect contractual cash
flows;and
its contractual terrns give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

All financial assets not classified as measured at amortised cost or FVOCI are measured at FVTpL.
This includes all derivative financial assets. on initial recognition, the Company may irrevocably
designate a financial asset that otherwise meets the requirements to be measurid at amortiseO cost or
at FVOCI as at FVTPL if doing so eliminates or sigrrificantly reduces an accounting mismatch that
would otherwise arise.

Financial assets - Business model assessment: Policy applicable from I January 201g

The Company makes an assessment of the objective of the business model in which a financial asset
is held at a portfolio level because this best reflects the way the business is managed and information
is provided to management. The information considered includes:

- the stated policies and objectives for the portfolio and the operation ofthose policies in practice.
These include whether management's strategy focuses oniarning contractual interest income,
maintaining a particular interest rate profile, matching the duration of the financial assets to the
duration of any related liabilities or expected cash outflows or realising cash flows through the
sale ofthe assets;

(it)
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- how the performance of the portfolio is evaluated and reported to the Company's management;- the risks that affect the performance of the business model (and the financial assets held within
that business model) and how those risks are managed;

- how managers of the business are compensated - eg. whether compensation is based on the fair
value of the assets managed or the contractual cash flows collected; and- the frequency, volume and timing of sales of financial assets in prior periods, the reasons for
such sales and expectations about future sales activity.

Transfers of'financial assets to third parties in transactions that do not qualify for derecognition are not
considered sales for this purpose, consistent with the Company's continuing rlcognition oithe assets.

Financial assets - Assessment whether contractual cash flows are solely payments of principal
and interest: Policy applicable from I January 20lg

For the purposes of this assessment, 'principal' is defined as the fair value of the financial asset on
initial recognition. 'lnterest' 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 oftime and for other
basic lending risks and-costs (e.g. liquidity risk and ia-irl.trative costs), as well as a profit margin.
ln assessing whether the contractual cash flows are solely payments of principat and interestl the
Company considers the contractual terms of the instrumint. This incluies assessing whether the
financial asset contains a contractual term that could change the timing or amount of co"ntractual cash
flows such that it would not meet this condition. In making this assessment, the Company considers:

- contingent events that would change the amount or timing of cash flows;- prepayment and extension features; and
- terms that limit the Company's claim to cash flows from specified assets (e.g. non-recourse

features).

A prepayment feature is consistent with the solely payments of principal and interest criterion if the
prepayment amount substantially represents unpaid amounts ofprincipal and interest on the principal
amount outstanding, which may include reasonable additional compensation for early termination of
the contract.

Financial assets - Subsequent measurement and gains and losses: policy applicable from
I January 2018

The Company classified its financial assets into financial assets at amortised cost category. These
assets are subsequently measured at amortised cost using the effective interest method. The amortised
cost is reduced by impairment losses. Interest income, foreign exchange gains and losses and
impainnent are recognised in profit or loss. Any gain or loss on l".""ogrittn is recognised in profit
or loss.

Financial assets - Policy applicable before I January 20lg

The company classified its financial assets into loans and receivables category.

Financial assets - Subsequent measurement and gains and losses: Policy applicable beforeI January 2018

Loans and receivables were measured at amortised cost using the effective interest method.
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tr'inancial liabilities - Classification, subsequent measurement and gains and losses

Financial liabilities are classified as measured at amortised and are subsequently measured at
amortised cost using the effective interest method. Interest expense and foreigntxchange gains and
losses are recognised in profit or loss. Any gain or loss on dericognition is also recogniied in profit
or loss.

(W Modiftcation offtnancialassels and ftnancial liabilities

Financial assets

If the terms of a financial asset are modified, the Company evaluates whether the cash flows of the
modified asset are substantially different. If the cash flows are substantially different (referred to as
'substantial modification'), then the contractual rights to cash flows from the original financial asset
are deemed to have expired. ln this case, the original financial asset is derecognised and a new
financial asset is recognised at fair value.

The Company performs a quantitative and qualitative evaluation of whether the modification is
substantial, i.e. whether the cash flows of the original financial asset and the modified or replaced
financial asset are substantially different. The Company assesses whether the modification is
substantial based on quantitative and qualitative factois in the following order: qualitative factors,
quantitative factors, combined effect of qualitative and quantitative factors. If the cash flows are
substantially different, then the contractual rights to cash flows from the original financial asset
deemed to have expired. In making this evaluation the Company analogizeslo the guidance on
derecognition of financial liabilities.

The Company concludes that the modification is substantial as a result of the following qualitative
factors:

o change the currency ofthe financial asset;
o change in collateral or other credit enhancement;
o change of terms of financial asset that lead to non-compliance with SPpI criterion (e.g. inclusion

of conversion feature).

If the cash flows of the modified asset carried at amortised cost are not substantially different, then
the modification does not result in derecognition of the financial asset. In this casi, the Company
recalculates the gross carrying amount of the financial asset and recognises the amount arising from
adjusting the gross carrying amount as a modification gain or loss in piofit or loss. The gross 

"i.yirgamount of the financial asset is recalculated as the present value of the renegotiated or modified
contractual cash flows that are discounted at the financial asset's original effective interest rate. Any
costs or fees incurred adjust the carrying amount of the modified financial asset and are amortised
over the remaining term of the modified financial asset.

Financial liabilities

The Company derecognises a financial liability when its terrns are modified and the cash flows of
the modified liability are substantially different. In this case, a new financial liability based on the
modified terms is recognised at fair value. The difference between the carrying amount of the
financial liability extinguished and the new financial liability with modified terms is recognised in
profit or loss.
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If a modification (or exchange) does not result in the derecognition of the financial liability the
Company applies accounting policy consistent with the requirements for adjusting the gross carrying
amount of a financial asset when a modification does not result in the derecognition olthe financial
asset, i.e. the Company recognises any adjustment to the amortised cost of the financial liability
arising from such a modification (or exchange) in profit or loss at the date of the modification
(or exchange). Changes in cash flows on existing financial liabilities are not considered as
modification, if they result from existing contractual terms.

Company performs a quantitative and qualitative evaluation of whether the modification is
substantial considering qualitative factors, quantitative factors and combined effect of qualitative and
quantitative factors. The Company concludes that the modification is substantial as a result of the
following qualitative factors :

o change the currency of the financial liability;
o change in collateral or other credit enhancement;
o inclusion of conversion option;
o change in the subordination of the financial liability.

For the quantitative assessment the terms are substantially different if the discounted present value
of the cash flows under the new terms, including any fees paid net of any fees received and discounted
using the original effective interest rate, is at least l0 per cent different from the discounted present
value of the remaining cash flows ofthe original financial liability. If an exchange of debt instruments
or modification of terms is accounted for as an extinguishment, any costs or fees incurred are
recognised as part of the gain or loss on the extinguishment. If the exchange or modification is not
accounted for as an extinguishment, any costs or fees incurred adjust thJ carrying amount of the
liability and are amortised over the remaining term of the modified iiuultity.

Derecognition

Financial assets

The Company derecognises a financial asset when the contractual rights to the cash flows from the
financial asset expire, or it transfers the rights to receive the contractual cash flows in a transaction
in which substantially all of the risks and rewards of ownership of the financial asset are transferred
or in which the Company neither transfers nor retains substantially all of the risks and rewards of
ownership and it does not retain control of the financial asset.

Financial liabilities

The Company derecognises a financial liability when its contractual obligations are discharged or
cancelled, or expire. The Company also derecognises a financial liability when its terrrs are modified
and the cash flows of the modified liability are substantially different, in which case a new financial
liability based on the modified terms is recognised at fair value.

On derecogrition of a financial liability, the difference between the carrying amount extinguished
and the consideration paid (including any non-cash assets transferred or liubiliti"s assumed) is
recognised in profit or loss.

Offsetting

Financial assets and financial liabilities are offset and the net amount presented in the statement of
financial position when, and only when, the Company currently has a legally enforceable right to set
off the amounts and it intends either to settle them on a net basis or to realise the asset and settle the
liability simultaneously.

(v)
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Share capital

Ordinary shares

Ordinary shares are classifled as equity. Incremental costs directly attributable to issue of ordinary
shares and share options are recognized as a deduction from equity, net ofany tax effects.

Impairment

No n-de rivative ftnan cial cssers

Policy applicable from I January 2018

Financial instruments

The Company recognises loss allowances for ECLs on financial assets measured at amortised cost.

Loss allowances for trade receivables are always measured at an amount equal to lifetime ECLs.

When determining whether the credit risk of a financial asset has increased significantly since initial
recognition and when estimating ECLs, the Company considers reasonable and supportable
information that is relevant and available without undue cost or effort. This includes both quantitative
and qualitative information and analysis, based on the Company's historical experience and informed
credit assessment and including forward-looking inforrration.

The Company assumes that the credit risk on a financial asset has increased significantly if it is more
than 30 days past due.

The Company considers a financial asset to be in default when:

- the borrower is unlikely to pay its credit obligations to the Company in full, without recourse by
the Company in full; or

- the financial asset is more than 365 days past due.

Lifetime ECLs are the ECLs that result from all possible default events over the expected life of a
financial instrument.

The maximum period considered when estimating ECLs is the maximum contractual period over
which the Company is exposed to credit risk.

Measurernent of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present
value of all cash shortfalls (i.e. the difference between the cash flows due to the entity in accordance
with the contract and the cash flows that the company expects to receive).

Due to short maturities of trade receivables no discounting is applied for the ECLs.

Credit-irnpaired Jinancial assets

At each reporting date, the Company assesses whether financial assets carried at amortised cost are
credit-impaired. 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.

(k)

(t)

47



Veolia Djur cjsc
Notes to the Finonciql Stqtementsfor 2016

Evidence that a financial asset is credit-impaired includes the following observable data:

- significant financial difficulty of the borrower or issuer;
- a breach ofcontract such as a default or being more than 90 days past due;
- the restructuring of a loan or advance by the Company on terms that the Company would not

consider otherwise;
- it is probable that the borrower will enter bankruptcy or other financial reorganisation.

Presentation of allowance for ECL in the statement of financial position

Loss allowances for financial assets measured at amortised cost are deducted from the gross carrying
amount of the assets.

Wrile-off

The gross carrying amount of a financial asset is written off when the Company has no reasonable
expectations of recovering a financial asset in its entirety or a portion ihereof. For individual
customers, the Company has a policy of writing off the gross carrying amount when the financial
asset is 3 years past due based on historical experience of recoveries of similar assets. The Company
expects no significant recovery from the amount written off. However, financial assets that are
written off could still be subject to enforcement activities in order to comply with the Company,s
procedures for recovery ofamounts due.

Policy applicable before I January 2018

Non -derivative fi nanc ial as s ets

Financial assets not classified as at FVTPL were assessed at each reporting date to determine whether
there was objective evidence of impairrnent.

Objective evidence that financial assets were impaired included:

- default or delinquency by a debtor;
- restructuring of an amount due to the Company on terms that the Company would not consider

otherwise;
- indications that a debtor or issuer would enter bankruptcy;
- adverse changes in the payment status of borrowers or issuers; or
- observable data indicating that there was a measurable decrease in the expected cash flows from

a group offinancial assets.

Financial assets measured at amortised cost

The Company considered evidence of impairment for these assets at both an individual asset and a
collective level. All individually significant assets were individually assessed for impairment. Those

-fo*d not to be impaired were then collectively assessed for any impainnent that haa been incurred
but not yet individually identified. Assets that were not individuaiy significant were collectively
assessed for impairment. Collective assessment was carried out by grouping together assets with
similar risk characteristics.

ln assessing collective impairment, the Company used historical inforrnation on the timing of
recoveries and the amount of loss incurred, and made an adjustment if current economic and credit
conditions were such that the actual losses were likely to be greater or lesser than suggested by
historical trends.
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An impairment loss was calculated as the difference between an asset's carrying amount and the
present value of the estimated future cash flows discounted at the asset's original effective interest
rate. Losses were recognised in profit or loss and reflected in an allowance account. When the
Company considered that there were no realistic prospects of recovery of the asset, the relevant
amounts were written off. If the amount of impairment loss subsequently decreased and the decrease
was related objectively to an event occurring after the impainnent was recognised, then the
previously recognised impairment loss was reversed through profit or loss.

Non-financial assets

The carrying amounts of the Company's non-financial assets, other than inventories and deferred tax
assets are reviewed at each reporting date to determine whetherthere is any indication of impairment.
If any such indication exists, then the asset's recoverable amount is estimated. An impairment loss
is recognised if the carrying amount of an asset or its related cash-generating unit (CGU) exceeds its
estimated recoverable amount.

For the purpose of impainnent testing, assets that cannot be tested individually are grouped together
into the smallest group of assets that generates cash inflows from continuing use thai are largely
independent of the cash inflows of other assets or CGU.

The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less
costs to sell. In assessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset or CGU.

knpairment losses are recognised in profit or loss. Impairment losses recognised in respect of CGUs
are allocated to reduce the carrying amount of the assets in the CGU on a pro rata basis.

Impairment losses recognised in prior periods are assessed at each reporting date for any indications
that the loss has decreased or no longer exists. An impairment loss is reversed if there has been a
change in the estimates used to determine the recoverable amount. An impairment loss is reversed
only to the extent that the asset's carrying amount does not exceed the carrying amount that would
have been determined, net of depreciation or amortisation, if no impainnent loss had been recognised.

Provisions

A provision is recognised if, as a result of a past event, the Company has a present legal or
constructive obligation that can be estimated reliably, and it is probable that an outflow of economic
benefits will be required to settle the obligation. Provisions are determined by discounting the
expected future cash flows at a pre-tax rate that reflects current market assessments of the time value
of money and the risks specific to the liability. The unwinding of the discount is recognised as finance
cost.

(r)
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29. New standards and interpretations not yet adopted

Two new standards are effective for annual periods beginning after I January 201g and earlier
application is permitted; however, the Company has not early adoped the new or-amended standards
in preparing these financial statements.

IFRS 16 Leases

TheCompanyisrequiredtoadoptIFRS 16 Leases from I January20lg.TheCompanyhasassessed
the estimated impact that initial application of IFRS 16 will have on its financial statements, as
described below. The aclgal impacts of adopting the standard on I January 2019 may change because:
the new accounting policies are subject to change until the Company presents its first financial
statements that include the date of initial application.

IFRS l6 introduces a single, on-balance sheet lease accounting model for lessees. A lessee recognises
a right-of-use asset representing its right to use the underlying asset and a lease liability representing
its obligation to make lease payments. There ar" re"ogrition exemptions for short+e-rm leases and
leases of low-value items. Lessor accounting remains similar to the current standard - i.e. lessors
continue to classift leases as finance or operating leases.

IFRS 16 replaces existing leases guidance, including IAS 17 Leases,IFRIC 4 Determining Wether
anArrangementContainsaLease,slc-I5 OperatingLeases-IncentivesandslC-2TEvaluatingthe
Substance of Transactions Involving the Legal Form of a Lease.

Leases in which the Company is a lessee

The Company has completed an initial assessment of the potential impact on its financial statements

lut ha1_not yet completed its detailed assessment. The ictual impact of applying IFRS 16 on the
financial statements in the period of initial application will depend on future icoiomic conditions,
the development of the Company's lease portfolio, the Company's assessment of whether it will
exercise any lease renewal options and the extent to which the Company chooses to use practical
expedients and recognition exemptions.

The Company plans to apply the practical expedient to its short-term operating lease contracts.
Based on initial assessment, no significant impact is expected for leases in which Ihe Company is a
lessee.

Transition

The Company plans to apply tr'RS 16 initially on I January 2019, using the modified retrospective
approach. Therefore, the cumulative effect of adopting IFRS 16 will be iecognised as an adjustment
to the opening balance of retained earnings at I January 2019, with no restitement of comparative
information.

The Company plans to apply the practical expedient to grandfather the defrnition of a lease on
transition. This means that it will apply IFRS 16 to all contracts entered into before I January 2019
and identified as leases in accordance with IAS 17 and TFRIC 4.

(a)

(i)
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(b) Other standards and interpretations

The following amended standards and interpretations are not expected to have a significant impact
on the Company's financial statements.

- IFRIC 23 Uncertainty over Tax Treatments
- Prepayment Features wilh Negative Compensation (Amendments to IFRS 9)
- Long-term Interests in Associates and Joint Ventures (Amendments to IAS 28)
- Plan Arnendment, curtailment or settlement (Amendments to IAS t9)
- Annual Improvements to IFRS Standards 2015-2017 Cycte - various standards
- Amendments to References to Conceptual Framework in IFRS Standards
- f'R^S 17 Insurance Contracts
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