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KPMG Georgia LLC

GMT Plaza

5th floor, 4 Liberty Square
Thilisi, Georgia 0105
Telephone +995 322 93 5713
Internet  www.kpmg.ge

Independent Auditors’ Report
To the Shareholders of Adjarapay LLC
Opinion

We have audited the financial statements of Adjarapay LLC (the “Company”), which comprise
the statements of financial position as at 31 December 2019 and 1 January 2019, the statements
of profit or loss and other comprehensive income, changes in equity and cash flows for the year
ended 31 December 2019, and notes, comprising significant accounting policies and other
explanatory information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Company as at 31 December 2019 and 1 January 2019 and its financial
performance and its cash flows for the year ended 31 December 2019 in accordance with
International Financial Reporting Standards (IFRS).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditors’ Responsibilities for
the Audit of the Financial Statements section of our report. We are independent of the Company
in accordance with the International Ethics Standards Board for Accounts International Code of
Ethics for Professional Accountants (including International Independence Standards) (/IESBA
Code) together with the ethical requirements that are relevant to our audit of the financial
statements in Georgia, 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.

Emphasis of Matter

We draw attention to Note 2, which explains that these financial statements have been prepared
as part of the Company’s adoption of International Financial Reporting Standards, that these
financial statements may require adjustment before constituting the corresponding figures in the
first complete set of financial statements prepared in accordance with International Financial
Reporting Standards as at and for the year ending 31 December 2020 and that these financial
statements, except for the statement of financial position as at 1 January 2019, do not
themselves include corresponding figures for the prior year. Our opinion is not modified in
respect of this matter.

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

Management is responsible for the preparation and fair presentation of the financial statements
in accordance with 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.

In preparing the financial statements, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless 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 Georgia LLC, a Company incorporated under the Laws of Georgia a

member firm of the KPMG network of independent member firms affiliated with
KPMG International Cooperative (“KPMG International”), a Swiss entity
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Auditors’ Responsibilities for the Audit of the Financial Statements

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

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

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

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

Karen Safaryafﬁ

\
|
‘ .

e e

= 11 ~—~——}

KPMG Georgia LLC
3 September 2020



Adjarapay LLC
Statements of Financial Position as at 31 December 2019 and | January 2019

31 December 1 January
000 GEL Note 2019 2019
Assets
Non-current assets
Property and equipment 8 943 728
Right-of-use asset 15 807 1,125
Intangible assets 9 410 14
Total non-current assets 2,160 1,867
Current assets
Trade and other receivables 10 601 564
Tax assets - 2
Other current assets 132 39
Cash and cash equivalents 11 5,802 1,920
Total current assets 6,535 2,525
Total assets 8,695 4,392
Equity 12(a)
Charter capital 29 29
Retained earnings 1,113 1,085
Total equity 1,142 1,114
Liabilities
Non-current liabilities
Lease liability long-term 135 683 902
Total non-current liabilities 683 902
Current liabilities
Lease liability short-term 15 235 223
Trade and other payables 14 6,630 2,153
Tax liabilities 5 -
Total current liabilities 6,870 2,376
Total liabilities 7,553 3,278
Total equity and liabilities 8,695 4,392

5

The statements 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 33.



000 GEL

Revenue

Cost of sales

Gross profit

Other operating income
Payroll expenses

Marketing expenses

Other operating expenses
Impairment loss on trade and other receivables
Total operating expenses
Adjusted EBITDA
Depreciation and amortisation
Operating profit

Finance income

Finance costs

Net finance costs

Profit before income tax
Income tax expense

Profit and total comprehensive income for the year

These financial statements were aghroved by the Company’s management on 3 September 2020 and

were signed on its behalf by:

The statement of profit or loss and other comprehensive income is to be read in conjunction with the notes to,
and forming part of, the financial statements set out on pages 9 to 33.

Note

6(a)

6(b)

6(c)

Adjarapay LLC

Statement of Profit or Loss and Other Comprehensive Income for 2019

2019

3,628
(575)

3,053

98
(1,447)
17
(873)
47

(2,386)

667

(497)

170

28
(170)

(142)

28

28

6




Adjarapay LLC
Statement of Changes in Equity for 2019

Charter Retained Total
000 GELL capital earnings equity
Balance at 1 January 2019 29 1,085 1,114
Total comprehensive income for the year
Profit for the year - 28 28
Balance at 31 December 2019 29 1,113 1,142

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 33.



Adjarapay LLC
Statement of Cash Flows for 2019

000 GEL Note 2019

Cash flows from operating activities

Profit for the year before tax 28

Adjustments for:

Depreciation and amortisation 497

Net finance costs 142

Impairment loss on trade and other receivables 47
714

Changes in:

Other current assets (93)

Trade and other receivables (82)

Tax liabilities and tax assets 7

Trade and other payables 4,468

Net cash from operating activities before income taxes and interest paid 5,014

Interest paid (99)

Net cash from operating activities 4,915

Cash flows from investing activities

Interest received 30
Proceeds from sale of property, plant and equipment 2
Acquisition of property and equipment (443)
Acquisition of intangible assets (402)
Net cash used in investing activities (813)

Cash flows from financing activities

Repayment of lease liabilities (217)
Net cash used in financing activities (217)
Net increase in cash and cash equivalents 3,885
Cash and cash equivalents at 1 January 1,920
Effect of movements in exchange rates on cash and cash equivalents (3)
Cash and cash equivalents at 31 December 11 5,802
8

The statement of cash flows is to be read in conjunction with the notes to, and forming part of, the financial
statements set out on pages 9 to 33.
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Adjarapay LLC
Notes to the Financial Statements for 2019

Reporting entity
Business environment

The Company’s operations are located in Georgia. Consequently, the Company is exposed to the
economic and financial markets of Georgia that 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 impediments contribute to the
challenges faced by entities operating in Georgia. The Company’s financial statements reflect
management’s assessment of the impact of the Georgian business environment on the operations and
the financial position of the Company. The future business environment may differ from
management’s assessment.

Organisation and operations

Adjarapay LLC (the Company) is a limited liability company as defined in the Law of Georgia on
Entrepreneurs and was incorporated on 4 April 2013.

The Company’s registered office is 26 Maisi square N1, Vake-Saburtalo District, Tbilisi, Georgia
and the Company’s identification number is 404984978.

The Company’s principal activity is money transfer services. The Company operates through 17 cash
desks, as well as self-service pay boxes.

As at 31 December 2019 and 1 January 2019 the Company was wholly owned by Atlas LLC (the
Parent), a company incorporated on 13 December 2018 in Georgia. In February 2019, the Parent’s
controlling interest (51%) was acquired by Atlas Holdings LLC.

As at 31 December 2019 49% (31 December 2018: 100%) interest of the Parent is owned by City
Loft LLC (the Minority Shareholder).

As at 31 December 2019 the Company’s 51% interest is indirectly owned by Flutter Entertainment
PLC (the Majority Shareholder), one of the world’s largest sports-betting and gaming groups,
operating both online and in the retail sector, which holds controlling stake in the Company (51%)
via 100% interest in Atlas Holdings LLC. The Majority Shareholder is a public limited company
incorporated and domiciled in the Republic of Ireland and has its primary listing on the London Stock
Exchange and a secondary listing on the Irish Stock Exchange. As of 31 December 2019 the
following shareholders directly owned more than 5% of the total outstanding shares of the Majority
Shareholder:

% of ownership interest as at 31 December 2019

The Capital Group Companies, Inc 13.05%
Parvus Asset Management Europe Limited 8.85%
Massachusetts Financial Services Company 7.99%
BlackRock Inc. 6.07%
Citigroup Global Markets Limited 5.24%
Caledonia (Private) Investments Pty Limited 5.10%

Other shareholders individually owned less than 5% of the outstanding shares. As of
31 December 2019 the Company had no ultimate controlling party.

The majority of the Company’s funding is from, and credit exposures are to, other entities within the
group controlled by the Majority Shareholder. As a result, the Company is economically dependent
upon the Group controlled by the Majority Shareholder. In addition, the activities of the Company
are closely linked with the requirements of the Group controlled by the Majority Shareholder and
determination of the pricing of the Company’s services is undertaken in conjunction with other
companies in the Group controlled by the Majority Shareholder.

Related party transactions are disclosed in note 18.

10
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Adjarapay LLC
Notes to the Financial Statements for 2019

Basis of accounting
Statement of compliance

These financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRSs”). These are the Company’s first financial statements prepared in accordance with
IFRSs and IFRS 1 First-time Adoption of International Financial Reporting Standards has been
applied. When the Company prepares its first complete set of IFRS financial statements, as at and
for the year ending 31 December 2020, they will be prepared in accordance with the Standards and
Interpretations in effect as at that date.

Accordingly, these financial statements, which are intended to form the comparative information in
the Company’s first complete set of financial statements, have been prepared by management using
its best knowledge of the Standards and Interpretations expected to be in effect at 31 December 2020,
and the accounting policies expected to be applied in the Company’s first complete set of IFRS
financial statements. These financial statements, except for the statement of financial position as at
1 January 2019, do not themselves include corresponding figures for the prior year. Any changes to
such Standards, Interpretations or accounting policies may require adjustment to these financial
statements before they comprise such comparative information.

An explanation of how the transition to IFRSs has affected the reported financial position, financial
performance and cash flows of the Company is provided in note 23.

Going concern

Notwithstanding the current COVID-19 situation (see note 19), the financial statements have been
prepared on a going concern basis, which management considers to be appropriate for the following
reasons:

The Parent has expressed its intention to provide further financial and other support to the Company
in the foreseeable future, if necessary, to permit the business to continue in operational existence.
The Parent controls a number of businesses operating under the website www.adjarabet.com.
Management believes that overall financial results of the businesses operating under the website
www.adjarabet.com are sufficient to ensure that the Company meets it liabilities falling due.

Based on the above analysis, management is confident, that the COVID-19 pandemic and resulting
reduction of economic activity within the country as well as downturn in global financial markets
will not have significant effect on the Company’s financial position and financial results and,
therefore, there are no material uncertainties that may cast significant doubt upon the Company’s
ability to continue as a going concern.

Functional and presentation currency

The national currency of Georgia is Georgian Lari (“GEL”), which is the Company’s functional
currency and the currency in which these financial statements are presented.

All financial information presented in GEL 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 make
judgments, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses. Actual results may differ 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 are revised and in any future periods
affected.



Adjarapay LLC
Notes to the Financial Statements for 2019

Information about critical judgements in applying accounting policies that have the most significant
effect on the amounts recognised in these financial statements is included in the following note:

— Note 5 — determination of whether the Company acts as an agent in the transactions with
customers rather than as a principal.

In the opinion of the management, there are no assumptions and estimation uncertainties that have a
significant risk of resulting in a material adjustment within the next financial year.

Measurement of fair values

A number of the Company’s accounting policies and disclosures require the measurement of fair
values, for both financial and non-financial assets and liabilities. Fair values have been determined
for measurement and for disclosure purposes.

Fair values are categorised into different levels in a fair value hierarchy based on the inputs used in
the valuation techniques as follows:

— Level I: quoted prices (unadjusted) in active markets for identical assets or liabilities.

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

— Level 3: inputs for the asset or liability that are not based on observable 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 categorised in its entirety in the
same level of the fair value hierarchy as the lowest level input that is significant to the entire
measurement.

Further information about the assumptions made in measuring fair values is included in the note 16
— fair values of financial assets and liabilities.

Revenue

000 GEL 2019
Revenue from contracts with customers from transfers of online gaming:
Net commission income from:

- Incognito cards* 1,713

- Bank transfers* 762

- Payment providers* 289

Total net commission income 2,764
Income from:

- Cash desks 812

- Pay boxes 50

- Other 2

Total income 864

Total revenue from transfers of online gaming 3,628

*Net commission income represents transactional fee charged to the Fellow Subsidiary minus
commission expense paid to banks and payment providers for the payment transfers to/from its
customers using the Company’s financial infrastructure. In these transactions the Company acts as
an agent rather than as the principal based on the following:

— The Company is not primarily responsible for providing services to the related party’s customers;
— The Company does not have discretion in establishing prices for its services;

12
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Adjarapay LLC
Notes to the Financial Statements for 2019

— The Company has a risk of money loss only for a short period of time, before money is transferred
to the related party or its customer.

The major part of revenue is ultimately derived from online customers based in Georgia. Due to the
nature of the business operations, there are no contract balances from the contracts with customers.

Information regarding nature of performance obligations under contracts with customers is disclosed

in note 21(a).

Expenses

Cost of sales

’000 GEL 2019

Technical support 450

Cost of Incognito cards 100

Personalization 25
575

Payroll expenses

*000 GEL 2019

Wages and employee benefits 1,447

1,447

Other operating expenses

000 GEL 2019

IT expense 190

Professional services 138

Bank charges 100

Taxes other than on income 92

Operating leases 86

Communication expenses 68

Security 40

Office supplies 38

Utility 34

Repair and maintenance 29

Business trip expense 17

Representative expenses 13

Insurance 3

Other expenses 25
873

Adjusted earnings before interest, tax, depreciation and amortization
(Adjusted EBITDA)

Management presented the performance measure adjusted EBITDA because it monitors this
performance measure and believes that it is relevant to an understanding of the Company’s financial
performance. Adjusted EBITDA is calculated by adjusting profit for the year to exclude the impact
of taxation, impairment, net finance costs, depreciation and amortization.

Adjusted EBITDA is not a defined performance measure in IFRS. The Company’s definition of the
adjusted EBITDA may not be comparable with similarly titled performance measures and disclosures
by other entities.

13
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Property and equipment

Adjarapay LLC
Notes to the Financial Statements for 2019

Computer Office Leasehold
000 GEL hardware equipment  Vehicles improvements Total
Cost
Balance as at 1 January 2019 58 194 71 500 823
Additions 58 108 - 277 443
Disposals - (2) (7 - (9)
Balance as at
31 December 2019 116 300 64 777 1,257
Depreciation
Balance as at 1 January 2019 (18) (52) )] (18) (95)
Depreciation for the year (25) (61) 9 (129) (224)
Disposals - - 5 - 5
Balance as at
31 December 2019 (43) (113) (11) (147) (314)
Carrying amounts
At 1 January 2019 40 142 64 482 728
At 31 December 2019 73 187 53 630 943

Additions to property and equipment during 2019 mostly constitute leasehold improvements and
office equipment for cash-desks.

Intangible Assets

000 GEL

Cost

Balance as at 1 January 2019
Additions

Balance as at 31 December 2019

Amortisation

Balance as at 1 January 2019
Amortisation for the year
Balance as at 31 December 2019

Carrying amounts
At 1 January 2019

At 31 December 2019

Licences and

software E-wallet
development development Total

31 - 31

- 402 402

31 402 433

(17) 5 (17

(6) - (6)

@3) - 23)

14 - 14

8 402 410

E-wallet development costs mostly constitute capitalisation of staff costs. The product is expected to
launch from September 2020, hence no amortization was charged in 2019.

Trade and other receivables

000 GEL

Receivables from quick payment providers

Advances paid to suppliers
Other receivables

31 December 2019

1 January 2019

585 437
4 101
12 26
601 564

The Company’s exposure to credit and currency risks and impairment losses related to trade and
other receivables are disclosed in note 16.

14
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Cash and cash equivalents

000 GEL 31 December 2019 1 January 2019

Cash in cash desks 1,179 705

Cash in banks 4,568 1,206

Cash in transit 55 9
5,802 1,920

The Company’s exposure to interest rate, credit risk and a sensitivity analysis for financial assets and
liabilities are disclosed in note 16.

Equity
Charter capital

Charter capital represents the nominal amount of capital in the founding documentation of the
Company.

There was no change in the Company’s charter capital in 2019 and as of signing date of these
financial statements.

Dividends

The owners of charter capital are entitled to receive dividends as declared from time to time and are
entitled to the number of votes corresponding to the percentage of ownership in the Company at
meetings of the Company.

No dividends were declared in 2019 and as of the date of these financial statements were authorized
for issue.

Capital management

The Company has no formal policy for capital management but management seeks to maintain a
sufficient capital base for meeting the Company’s strategic needs. This is achieved with efficient
cash management and constant monitoring of the Company’s revenues and profit.

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.

Trade and other payables

000 GEL 31 December 2019 1 January 2019
Payables to the fellow subsidiary* 6,355 2,024
Payables to suppliers 263 129
Salaries payable 12 -
6,630 2,153

*Payables to the fellow subsidiary represents money to be transferred to the fellow subsidiary bank
accounts according to the service agreement signed between the Company and the fellow subsidiary.
(see note 18).

The Company’s exposure to currency and liquidity risk related to trade and other payables is
disclosed in note 16.
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Leases
Leases as lessee

The Company leases office and cash desk spaces. The leases typically run for a period of 1-2 year,
which are automatically renewed if not terminated by parties, average lease term amounts to 5 years.
Management estimates that the lease term will continue beyond the initial contractual term, as the
remaining useful lives of leasehold improvements exceed the initial contractual term of the lease.

When measuring lease liabilities for leases that were classified as operating leases, the Company
discounted lease payments using incremental borrowing rate at | January 2019. The weighted-
average rates applied for GEL and USD are 12% and 10%, respectively.

Information about leases for which the Company is a lessee is presented below.

Impact for the year

000 GEL Office and cash-desks
Right of use assets

Carrying amount at 1 January 2019 1,125
Additions to right-of-use assets 64
Balance as at 31 December 2019 1,189
Depreciation

Depreciation charge for 2019 (267)
Derecognition of right-of-use assets (115)
Balance at 31 December 2019 (382)
Carrying amount as at 31 December 2019 807
Lease liability

Lease liability at 1 January 2019 1,125
Additions 64
Derecognition of lease liability (115)
Interest charge 99
Payments of lease liability 217)
Interest paid (99)
The effect of changes in foreign exchange rates 61
Lease liability at 31 December 2019 918
Amounts recognised in profit or loss

’000 GEL 2019

2019 — Leases under IFRS 16

Interest on lease liabilities 99

Amounts recognised in statement of cash flows

000 GEL 2019

Payments of lease liabilities (-) 217)
Interest paid (-) (99)
Total cash outflow for leases (316)

Fair values and risk management
Fair value of financial assets and liabilities

The estimates of fair value are intended to approximate the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date. However given the uncertainties and the use of subjective judgment, the fair value
should not be interpreted as being realizable in an immediate sale of the assets or transfer of liabilities.

The Company has determined the fair values of financial assets and liabilities using valuation
techniques. The objective of the valuation techniques is to arrive at a fair value determination that

16
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reflects the price that would be received to sell the asset or paid to transfer the liability in an orderly
transaction between market participants at the measurement date. The valuation technique used is the
discounted cash flow model. Fair value of all financial assets and liabilities is calculated based on
the present value of future principal and interest cash flows, discounted at the market rate of interest
at the reporting date.

Management believes that the fair values of the Company’s financial assets and liabilities
approximate their carrying amounts.

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

— credit risk (see note 16(ii));
— liquidity risk (see note 16(iii));
— market risk (see note 16(iv)).

Risk management framework

The Chief Executive Officer and the Chief Financial Officer have overall responsibility for the
establishment and oversight of the Company’s risk management framework and are responsible for
developing and monitoring the Company’s risk management policies and reporting regularly to the
shareholder on its activities.

The Company’s risk management policies are established to identify and analyse the risks faced by
the 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 changes in market conditions
and the Company’s activities. The Company, through its training and management standards and
procedures, aims to develop a disciplined and constructive control environment in which all
employees understand their roles and obligations.

The Parent oversees how management monitors compliance with the Company’s risk management
procedures and reviews the adequacy of the risk management framework in relation to the risks faced
by the Company.

Credit risk

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.

The Company’s exposure to credit risk is influenced mainly by the individual characteristics of each
counterparty. Geographically, the credit risk is concentrated mainly in Georgia.

The Company establishes an allowance for impairment that represents its estimate of expected losses
in respect of receivables. The main component of this allowance is a specific loss component that
relates to individually significant exposures.

The maximum exposure to credit risk for cash and cash equivalents and trade and other receivables
at the reporting date by type of counterparty was as follows:

Carrying amount
'000 GEL 31 December 2019 1 January 2019
Cash and cash equivalents 4,623 1,215
Trade and other receivables 597 463
5,220 1,678
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Cash and cash equivalents
Bank balances

Bank balances are maintained with Georgian banks with good credit ratings. Substantial part of bank
balances are held with the two Georgian banks with short-term issuer default rating of B, based on
rating agency Fitch ratings as at 1.1.2019 and 31.12.2019.

Management does not believe that any of the counterparties will fail to meet its obligations.
Trade and other receivables

Trade and other receivables mostly related to receivables from quick payment providers, which are
settled in maximum 5 days. As at 31 December 2019 and 1 January 2019 none of the balances were
overdue and significant portion of balances were collected subsequent to the reporting dates. In these
circumstances, the management believes the Company is not significantly exposed to credit risk in
respect of cash in transit balances.

Management estimates that ECL is immaterial at reporting dates.
Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty 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, as far as possible, that it will always
have sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions,
without incurring unacceptable losses or risking damage to the Company’s reputation.

Prudent liquidity risk management implies maintaining sufficient cash and the availability of funding
through an adequate amount of committed credit facilities.

Exposure to liquidity risk

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

31 December 2019

Carrying Contractual 0-6 6-12 1-2 2-5
000 GEL amount cash flows months months years years
Non-derivative financial
liabilities
Trade and other payables 6,630 6,630 6,630 - - -
Lease liability 918 1,082 161 151 301 469
7,548 7,700 6,791 151 301 469
1 January 2019
Carrying Contractual 0-6 6-12 1-2 2-5
000 GEL amount cash flows months months years _years
Non-derivative financial
liabilities
Trade and other payables 2,153 2,153 2,153 - B B
Lease liability 1,125 1,442 175 212 338 717
3,278 3,595 2,328 212 338 717
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(iv) Market risk

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

Currency risk

The Company is exposed to currency risk purchases that are denominated in a currency other than
GEL. The currencies in which these transactions are primarily denominated is USD:

Exposure to currency risk

000 GEL USD-denominated USD -denominated
31 December 2019 1 January 2019

Cash and cash equivalents g 17 9
Trade and other payables (142) (73)
Lease liability (756) -
Net exposure (881) (64)
The following significant exchange rates have been applied during the year:

in GEL Average rate Reporting date spot rate

31 December 1 January
2019 2019 2019
USD 2.8192 2.8677 2.6727

Sensitivity analysis

A reasonably possible 10% strengthening of GEL, as indicated below, against USD at
31 December 2019 and 1 January 2019 would have affected the measurement of financial instruments
denominated in a foreign currency and profit or loss by the amounts shown below. The analysis
assumes that all other variables, in particular interest rates, remain constant and ignores any impact
of forecast revenue and purchases.

000 GEL Profit or loss
31 December 2019

USD (10% weakening) 88
000 GEL Profit or loss
1 January 2019

USD (10% weakening) 6

A weakening of GEL against USD at 31 December 2019 and | January 2019 would have had the
equal but opposite effect on the above currencies to the amounts shown above, on the basis that all
other variables remain constant.

Interest rate risk

Changes in interest rates impact primarily cash and cash equivalents by changing either their fair
value (fixed rate instrument) or their future cash flows (variable rate instrument). Management does
not have a formal policy of determining how much of the Company’s exposure should be to fixed or
variable rates. However, at the time of placement of cash on deposits management uses its judgment
to decide whether it believes that a fixed or variable rate would be more favourable to the Company
over the expected period until maturity.
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Exposure to interest rate risk

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

Company
000 GEL Carrying amount
31 December 2019 1 January 2019
Fixed rate instruments
Financial assets 1,641 51
Financial liabilities (918) {1,125)
723 (1,074)

Fair value sensitivity analysis for fixed rate instruments

The Company does not account for any fixed-rate financial instruments as FVTPL or FVOCIL.
Therefore, a change in interest rates at the reporting date would not have an effect in profit or loss or

in equity.

Contingencies
Insurance

The insurance industry in Georgia is in a developing state and many forms of insurance protection
common in other parts of the world are not yet generally available. The Company does not have full
coverage for its facilities, business interruption, or third party liability in respect of property or
environmental damage arising from accidents on Company property or relating to the Company’s
operations. Until the Company 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

Litigation

In the opinion of management, there are no current legal proceedings or other claims outstanding,
which could have a material effect on the result of operations or financial position of the Company
and which have not been accrued or disclosed in these financial statements.

Taxation contingencies

The taxation system in Georgia is relatively new and is characterised by frequent changes in
legislation, official pronouncements and court decisions, which are sometimes unclear, contradictory
and subject to varying interpretation. A tax year remains open for review by the tax authorities during
the three subsequent calendar years, however under certain circumstances a tax year may remain
open longer.

These circumstances may create tax risks in Georgia that are more significant than in other countries
with more developed taxation systems. Management believes that it has provided adequately for tax
liabilities based on its interpretations of applicable Georgian tax legislation, official pronouncements
and court decisions. However, the interpretations 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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Related parties
Parent and ultimate controlling party

As at 31 December 2019 and 1 January 2019 the Company was wholly owned by Atlas LLC (the
Parent). Asat 31 December 2019 Flutter Entertainment PLC held 51% of the Company’s shares and
Mr. Teimuraz Ugulava ultimately owned 49% interest in the Company. As at 1 January 2019 the
Company’s ultimate controlling party was Mr. Teimuraz Ugulava.

Transactions with kev management personnel
Key management remuneration

Key management received the following remuneration during the year, which is included in
administrative expenses (see note 6(b)):

000 GEL 2019

Salaries and bonuses 104

Other related party transactions

Transaction value for Outstanding balance
the year ended

31 December 1 January
2019 2019 2019

Sale of services:

Fellow subsidiary* 3,626 (6,355) (2,024)
Purchase of services:

Companies under control of the Majority

Shareholder (84) (6) -
IFRS 16 from the Minority shareholder (1) 1) (178)
Other related parties 4) (D (12)

None of the balances are secured. No expense has been recognised in the current year or prior year
for bad or doubtful debts in respect of amounts owed by related parties.

*Sales of service to the Fellow Subsidiary represents payment services provided to fellow subsidiary
- Aviator LLC in 2019. Parties concluded an agreement according to which the Company acts as an
agent and collects money of fellow subsidiary’s customers using its financial infrastructure and
transfers them to the Fellow Subsidiary (see note 14). Outstanding balance represents net amount
payable to the Fellow Subsidiary under aforementioned agreement.

Subsequent events

The outbreak of COVID-19 in early 2020 and its rapid spread in the world, has caused substantial
impact and changes to the business environment in all countries over the world, including Georgia.

On 11 March 2020, the World Health Organization declared the coronavirus outbreak a pandemic.
Responding to the potentially serious threat the COVID-19 presents to public health, the Georgian
government authorities have taken measures to contain the outbreak, including imposing restrictions
on the cross-borders movement of people, entry restrictions for foreign visitors and instructing
business community to transfer employees to working from home. During March 2020, regional
authorities gradually introduced additional measures to enhance social distancing, including closing
schools, universities, restaurants, cinemas, theaters and museums and sport facilities. The lockdown
was partially removed from June 2020.
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Taking into account the above-mentioned measures and the Company’s current operational and
financial performance along with other currently available public information, management does not
anticipate an immediate significant adverse impact of the COVID-19 outbreak on the Company
financial position and operating results. During lock-down actual revenue of the Company fall below
the budgeted figure by approximately 50% (unaudited). Despite the Company re-opened its cash-
desks from June 2020, management cannot preclude the possibility that repeated lockdown periods,
an escalation in severity of such measures, or a consequential adverse impact of such measures on
the economic environment will have an adverse effect on the Company in the medium and longer
term. The Company also considers negative development scenarios and is ready to adapt its
operational plans accordingly. Management continues to monitor the situations closely and will
respond to mitigate the impact of such events and circumstances as they occur.

Basis of measurement

The financial statements have been prepared on the historical cost basis.

Significant accounting policies

The accounting policies set out below have been applied consistently to all periods presented in
these financial statements. The accounting policies have been applied consistently in preparing the
opening IFRS statement of financial position at 1 January 2019 for the purposes of transition to IFRS,
unless stated otherwise.

Revenue

The main activity of the Company is provision of payment services for individuals and legal entities
either directly or through intermediary provider.

Revenue from contracts with customers

According to the IFRS 15 revenue is recognised when the Company satisfies a performance
obligation by transferring the promised service to a customer. When the performance obligation is
satisfied, the Company recognises as revenue the amount of the transaction price. 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.

Service type Nature, timing of satisfaction of performance obligation and revenue

recognition policies

Revenue from Commission from transfers for online gaming represents the commission income
transfers for online receivable from the customer where the Company acts as a principal.
gaming

Net commission income from transfers for online gaming represents net of
commission income receivable from the customer and commission expense payable
to providers where the Company acts as an agent.

Under IFRS 15 revenue is recognised at a point in time when a customer obtains
control of a good or service and thus has the ability to direct the use and obtain the
benefits from the good or service. As the transfer of control happens when the
customer makes transaction, commission income is recognized immediately at that
point.
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Finance income and costs
The Company’s finance income and finance costs include:

— Interest income on funds invested;
— Interest expense on financial liabilities measured at amortized cost;
— The foreign currency gain or loss on financial assets and financial liabilities.

Interest income or expense is recognised as it accrues in profit or loss, using the effective interest
method.

Foreign currency gains and losses are reported on a net basis as either finance income or finance cost
depending on whether foreign currency movements are in a net gain or net loss position.

Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional currency of the Company
at exchange rates ruling at the date of the transaction.

Monetary assets and liabilities denominated in foreign currencies at the reporting date are translated
to the functional currency at the exchange rate at that date. The foreign currency gain or loss on
monetary 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 of the reporting period.

Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value
are translated to the functional currency at the exchange rate at the date that the fair value was
determined. 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 translation are recognised in profit or loss.
Employee benefits

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 constructive obligation to pay this
amount as a result of past service provided by the employee, and the obligation can be estimated
reliably.

Income tax
Current tax

Current tax comprises 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. Current tax payable also includes any tax liability arising from
dividends.

On 13 May 2016 the Parliament of Georgia passed the bill on corporate income tax reform (also
known as the Estonian model of corporate taxation), which mainly moves the moment of taxation
from when taxable profits are earned to when they are distributed. The law has entered into force in
2016 and is effective for tax periods starting after 1 January 2017 for all entities except for financial
institutions (such as banks, insurance companies, microfinance organizations, pawnshops), for which
the law will become effective at the later date.
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The new system of corporate income taxation does not imply exemption from Corporate Income Tax
(CIT), rather CIT taxation is shifted from the moment of earning the profits to the moment of their
distribution; i.e. the main tax object is distributed earnings. The Tax Code of Georgia defines
Distributed Earnings (DE) to mean profit distributed to shareholders as a dividend. However some
other transactions are also considered as DE, for example non-arm’s length cross-border transactions
with related parties and/or with persons exempted from tax are also considered as DE for CIT
purposes. In addition, the tax object includes expenses or other payments not related to the entity’s
economic activities, free of charge supply and over-limit representative expenses.

Tax reimbursement is available for the current tax paid on the undistributed earnings in the years
2008-2016, if those earnings are distributed in 2017 or further years.

The corporate income tax arising from the payment of dividends is accounted for as an expense in
the period when dividends are declared, regardless of the actual payment date or the period for which
the dividends are paid.

The Tax Code of Georgia provides for charging corporate income tax on certain transactions not
related to the entity’s economic activities, free of charge supplies and representative expenses over
the allowed limit. The Company considers the taxation of such transaction as outside of the scope of
IAS 12 Income Taxes and accounts for the tax on such items as taxes other than on income.

Deferred tax

Due to the nature of the new taxation system described above, the entities registered in Georgia do
not have any differences between the tax bases of assets and their carrying amounts and hence, no
deferred income tax assets and liabilities arise.

Property and equipment
Recognition and measurement

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

Subsequent expenditure

The cost of replacing a component of an item of property and equipment is recognised in the carrying
amount of the item if it is probable that the future economic benefits embodied within the component
will flow to the Company, and its cost can be measured reliably. The carrying amount of the replaced
component is derecognised. The costs of the day-to-day servicing of property and equipment are
recognised in profit or loss as incurred.

24



(g)

(@)

(ii)

(iii)

(iv)

Adjarapay LLC
Notes to the Financial Statements for 2019

Depreciation

Land is not depreciated. Construction in progress is not depreciated until the asset is available for
use. Depreciation is charged to profit or loss on a straight-line basis over the estimated useful lives
of the individual assets:

Useful lives
Computer hardware 1 to 8 years
Office equipment 1 to 10 years
Vehicles 5 to 7 years
Leasehold improvements 5 years

Depreciation methods, useful lives and residual values are reviewed at each reporting date and
adjusted if appropriate.

Intangible assets

Intangible assets, principally comprising computer software and technology and web-page
development expenditure, are capitalised and amortised over their estimated useful economic lives
on a straight-line basis.

Research and development

Expenditure on research activities, undertaken with the prospect of gaining new scientific or technical
knowledge and understanding, is recognised in profit or loss as incurred.

Development expenditure represents internally generated costs incurred on development activities.
Development expenditure is capitalised only if development costs can be measured reliably, the
product or process is technically and commercially feasible, future economic benefits are probable,
and the Company intends to and has sufficient resources to complete development and to use or sell
the asset.

Subsequent to initial recognition, capitalised development expenditure is measured at cost less
accumulated amortisation and any accumulated impairment losses.

Computer software

Computer software and technology includes the costs incurred in acquiring and bringing specific
software programs into use. Maintenance costs relating to computer software programs are expensed
to the income statement when incurred.

Subsequent expenditure

Subsequent expenditure is capitalised only when it increases the future economic benefits embodied
in the specific asset to which it relates. All other expenditure, including expenditure on internally
generated goodwill and brands, is recognised in the profit or loss as incurred.

Amortisation

Amortisation is based on the cost of the asset less its estimated residual value. Amortisation is
generally 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 pattern of consumption of future economic benefits embodied in the asset. The estimated
useful lives for the current and comparative periods are as follows:

Useful lives
Licenses and software development 3 to 15 years
Website development 3 to 5 years

Amortisation methods, useful lives and residual values are reviewed at each financial year end and
adjusted if appropriate.
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Financial instruments
Recognition and initial measurement

Trade receivables are initially recognized when they are originated. All other financial assets and
financial liabilities are initially recognized 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 FVTPL, transaction costs
that are directly attributable to its acquisition or issue. A trade receivable without a significant
financing component is initially measured at the transaction price.

Classification and subsequent measurement of financial assets
Financial assets

On initial recognition, a financial asset is classified as measured at: amortised cost; fair value through
other comprehensive income (FVOCI) — debt investment; FVOCI - equity investment; or FVTPL.

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 terms give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

A debt investment is measured at FVOCI 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 achieved by both collecting contractual cash
flows and selling financial assets; and

— its contractual terms give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

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

All financial assets not classified as measured at amortised cost or FVOCI as described above are
measured at FVTPL. On initial recognition, the Company may irrevocably designate a financial asset
that otherwise meets the requirements to be measured at amortised cost or at FVOCI as at FVTPL if
doing so eliminates or significantly reduces an accounting mismatch that would otherwise arise.

The Company’s financial assets comprise the following classes of financial assets: Trade receivables
(note 10) and cash and cash equivalents (note 11), which are measured at amortised cost using the
effective interest method.
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Financial assets at amortised cost 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 impairment are recognized in profit or loss. Any gain or loss on
derecognition is recognized in profit or loss.

Cash and cash equivalents comprise bank balances with maturities of three months or less from the
acquisition date that are subject to insignificant risk of changes in their fair value.

Financial liabilities — Classification, subsequent measurement and gains and losses

Financial liabilities are classified as measured at amortised cost or FVTPL. A financial liability is
classified as at FVTPL if it is classified as held-for-trading, it is a derivative or it is designated as
such on initial recognition. Financial liabilities at FVTPL are measured at fair value and net gains
and losses, including any interest expense, are recognised in profit or loss. Other financial liabilities
are subsequently measured at amortised cost using the effective interest method. Interest expense and
foreign exchange gains and losses are recognised in profit or loss. Any gain or loss on derecognition
is also recognised in profit or loss.

(iiij) Modification of financial assets and financial 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. In 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 factors 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 analogizes to the guidance on the
derecognition of financial liabilities.

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

e change the currency of the financial asset;
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 case, 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 profit or loss. The gross carrying
amount 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.
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Financial liabilities

The Company derecognises a financial liability when its terms 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.

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 of the 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, e.g. changes in fixed interest rates initiated by banks due to
changes in the key rate of National Bank of Georgia, if the loan contract entitles banks to do so and
the Company have an option to either accept the revised rate or redeem the loan at par without
penalty. The Company treats the modification of an interest rate to a current market rate using the
guidance on floating-rate financial instruments. This means that the effective interest rate is adjusted
prospectively.

The 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:

e change the currency of the financial liability;

e change in collateral or other credit enhancement;
inclusion of conversion option;

e 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 10 per cent different from the discounted present
value of the remaining cash flows of the 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 the carrying amount of the
liability and are amortised over the remaining term of the modified lability.

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.

The Company enters into transactions whereby it transfers assets recognised in its statement of
financial position, but retains either all or substantially all of the risks and rewards of the transferred
assets. In these cases, the transferred assets are not derecognised.

28



")

Adjarapay LLC
Notes to the Financial Statements for 2019

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 terms 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 derecognition of a financial liability, the difference between the carrying amount extinguished
and the consideration paid (including any non-cash assets transferred or liabilities assumed) is
recognized in profit or loss.

Offsetting

Financial assets and liabilities are offset and the net amount presented in the statements of financial
position when, and only when, the Company currently has a legally enforceable right to set off and
intends either to settle on a net basis or to realise the asset and settle the liability simultaneously. The
Company currently has a legally enforceable right to set off if that right is not contingent on a future
event and enforceable both in the normal course of business and in the event of default, insolvency
or bankruptcy of the Company and all counterparties.

Impairment

Non-derivative financial assets

Financial instruments

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

The Company measures loss allowances at an amount equal to lifetime ECLs, except for the
following, which are measured at 12-month ECLs:

— debt securities that are determined to have low credit risk at the reporting date; and

— other debt securities and bank balances for which credit risk (i.e. the risk of default occurring over
the expected life of the financial instrument) has not increased significantly since initial
recognition.

Loss allowances for trade receivables and contract assets 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 information.

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 to actions such as realising security (if any is held); or
— the financial asset is more than 90 days past due.
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The Company considers a debt security to have low credit risk when its credit risk rating is equivalent
to the globally understood definition of ‘investment grade’.

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

12-month ECLs are the portion of ECLs that result from default events that are possible within the
12 months after the reporting date (or a shorter period if the expected life of the instrument is less
than 12 months).

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

Measurement 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).

ECLs are discounted at the effective interest rate of the financial asset.
Credit-impaired financial assets

At each reporting date, the Company assesses whether financial assets carried at amortised cost and
debt securities at FVOCI 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. Evidence that a financial asset is credit-impaired includes the following observable data:

— significant financial difficulty of the borrower or issuer;

— abreach of contract 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; or

— the disappearance of an active market for a security because of financial difficulties.

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. For debt securities at FVOCI, the loss allowance is charged to profit or loss and
is recognised in OCIL.

Write-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 thereof. For individual
customers, the Company has a policy of writing off the gross carrying amount when the financial
asset is 180 days past due based on historical experience of recoveries of similar assets. For corporate
customers, the Company individually makes an assessment with respect to the timing and amount of
write-off based on whether there is a reasonable expectation of recovery. 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 of amounts due.
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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.

Leases

The Company has applied IFRS 16 using the modified retrospective approach on 1 January 2019
(transition date into IFRS).

This policy is applied to contracts entered into, on or after 1 January 2019.
As a lessee

At commencement or on modification of a contract that contains a lease component, the Company
allocates the consideration in the contract to each lease component on the basis of its relative stand-
alone prices. However, for the leases of property the Company has elected not to separate non-lease
components and account for the lease and non-lease components as a single lease component.

The Company recognises a right-of-use asset and a lease liability at the lease commencement date.
The right-of-use asset is initially measured at cost, which comprises the initial amount of the lease
liability adjusted for any lease payments made at or before the commencement date, plus any initial
direct costs incurred and an estimate of costs to dismantle and remove the underlying asset or to
restore the underlying asset or the site on which it is located, less any lease incentives received.

The right-of-use asset is subsequently depreciated using the straight-line method from the
commencement date to the end of the lease term, unless the lease transfers ownership of the
underlying asset to the Company by the end of the lease term or the cost of the right-of-use asset
reflects that the Company will exercise a purchase option. In that case the right-of-use asset will be
depreciated over the useful life of the underlying asset, which is determined on the same basis as
those of property and equipment. In addition, the right-of-use asset is periodically reduced by
impairment losses, if any, and adjusted for certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at
the commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot
be readily determined, the Company’s incremental borrowing rate. Generally, the Company uses its
incremental borrowing rate as the discount rate.

The Company determines its incremental borrowing rate by obtaining interest rates from various
external financing sources and makes certain adjustments to reflect the terms of the lease and type of
the asset leased.

Lease payments included in the measurement of the lease liability comprise fixed payments,
including in-substance fixed payments.

The lease liability is subsequently increased by the interest cost on the lease liability and decreased
by lease payments made. The lease liability is measured at amortised cost using the effective interest
method. It is remeasured, if the Company changes its assessment of whether it will exercise a
purchase, extension or termination option or if there is a revised in-substance fixed lease payment.
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When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying
amount of the right-of-use asset, or is recorded in profit or loss if the carrying amount of the right-
of-use asset has been reduced to zero.

The Company has elected to apply a single discount rate to a portfolio of leases with similar
characteristics. The Company has elected to apply portfolio accounting for leases with similar
characteristics;

The Company has elected not to recognise right-of-use assets and lease liabilities for leases of low-
value assets. The Company recognises the lease payments associated with these leases as an expense
on a straight-line basis over the lease term.

A lease term reflects the Company’s reasonable estimate of the period during which the underlying
asset will be used. In determining the lease term the Company bases its judgement on the broader
economics of the contract and the underlying asset, rather than the contractual terms only and allows
factors like economic penalties, legislative approach to renewal of the lease, forthcoming changes in
regulation and the future business plans of the Company to be effectively captured in the estimate of
the lease term.

Charter capital

Charter capital is classified as equity.

New standards and interpretations not yet adopted

A number of new standards are effective for annual periods beginning after 1 January 2020 and
earlier application is permitted; however, the Company has not early adopted the new or amended
standards in preparing these financial statements.

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

— Amendments to References to Conceptual Framework in IFRS Standards.

— Definition of a Business (Amendments to IFRS 3).

— Definition of Material (Amendments to IAS I and IAS 8).

— Interest Rate Benchmark Reform (Amendments to IFRS 9, IAS 39 and IFRS 7)
— IFRS 17 Insurance Contracts.

— Classification of liabilities as current or non-current (Amendments to IAS 1)

Explanation of transition to IFRSs

As stated in note 2(a) these are the Company’s first financial statements prepared in accordance with
IFRSs.

The accounting policies set out in note 21 have been applied in preparing the financial statements for
the year ended in 31 December 2019 and in the preparation of an opening IFRS statement of financial
position at 1 January 2019 (the Company’s date of transition to IFRS).

In preparing its opening IFRS statement of financial position, the Company has adjusted amounts
reported previously in financial statements prepared in accordance with IFRS for SMEs (previous
GAAP). An explanation of how the transition has affected the Company’s financial position, is set
out in the following tables and the notes that accompany the tables.

The Company has not prepared financial statements under previous GAAP for any period subsequent
to 31 December 2018.
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31 December 2018 1 January 2019
As reported
previously under Effect of
IFRS for SMEs transition to
000 GEL (Unaudited) IFRSs IFRSs
ASSETS
Non-current assets
Property, plant and equipment 728 - 728
Intangible assets 14 - 14
Right of use assets - 1,125 1,125
Total non-current assets 742 1,125 1,867
Current assets
Inventories 39 (39) -
Other current assets - 39 39
Tax assets 2 - 2
Trade and other receivables 564 - 564
Cash and cash equivalents 1,920 - 1,920
Total current assets 2,525 - 2,525
Total assets 3,267 1,125 4,392
1 January 2019
As reported Effect of
previously under transition to
000 GEL IFRS for SMEs IFRSs IFRSs
EQUITY AND LIABILITIES
Equity
Share capital 29 - 29
Retained earnings: 1,085 - 1,085
Total equity 1,114 - 1,114
Non-current liabilities
Lease liabilities* - 902 902
Total non-current liabilities - 9202 902
Current liabilities
Lease liabilities* - 223 223
Trade and other payables 2,153 - 2,153
Total current liabilities 2,153 223 2,376
Total liabilities 2,153 223 3,278
Total equity and liabilities 3,267 1,125 4,392

The Company has applied IFRS 16 using the exemptions allowed by IFRS 1 and has measured the
right-of-use asset at the amount equal to the lease liability, adjusted for prepayments and accruals,
using a discount rate at 1 January 2019.
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