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INDEPENDENT AUDITORS' REPORT

To the Shareholders and Management of TWINO LLC

Opinion
We have audited the financial statements of TWINO LLC (hereinafter - the Company), which
comprise the statement of financial Position as at 31 December 2018, and the statement of

Comprehensjve Income, changes in equity and cash flows for the year then ended, and notes
to the financial statements, Including a summary of significant accounting policies.

In our opinion. ex ept for the effects of the matters described in the Basis for Qualified
Opinion section of our report, the accompanying financial statements present fairly, in al
Material respects, the financial Pasition of the Company as at 31 December 2018 and its
financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards (IFRSs).

Basis for Qualified Opinion

The Company has not provided reconciliation fram the opening balance to the closing
balance of (gan allowance to explain the ¢hanges in the l0ss allowance and the reasons of
changes as required by IFRS 7 (Clause 35H) which constitutes a departyre from IFRSs,

The Company has not disclosed the 8rass carrying amount of financial assets and exposure to
credit risk on [pan commitments by credit risk rating erades as required by IFRS 7 (Clause
35M) which constitutes a departure from IFRSs.

We conducted oyr audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Financial Statements section of pur report. We are independent of the
Company in accordance with the International Ethics Standards Board for Accountants' Code
of Ethics for Professional Accountants (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 thege requirements and the IESBA Code.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for oyr qualified opinion.

Material Uncertainty Related to Going Concern

We draw attention to Note 2 in the financf‘a[ statements, which indicates that the Company
Ncurred a net loss of GEL2, 279 dui”jng the year ended 31 December 2018 and, as of that
date, the Company had a ’hegativ&;eqpxity of GEL20,086, As stated in Note 2, these
circumstances o cendition,s indicate that a material uncertainty existg that may cast
significant doubt on the Co’mpany's ability to continue as 3 g0ing concern. Our opinion ig 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 IFRSs, and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the
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.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor's report that includes our opinion, Reasonable assurance 1s a high level of assurance
but 1s not a guarantee that an audit conducted in ac cordance with ISAs will always detect a
material misstatement when it exists.

Misstatements can arise from fraud or error and are considered matetial 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 r)i"' accounting policies used and the reasonableness of
accounting estimates and refated thistlosures made by management.

+ Conclude on the approgriateness 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 auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’'s report.
However, future events or conditions may cause the Company to cease to continue as a
20ing concern,

« Evaluate the overall presentation, structure and content of the financial statements
represent the underlying transactions and events in a manner that achieves fair
presentation,
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« Obtain sufficient appropriate audit evidence regarding the financal information of the
entities or business activitics within the Company to express an opinion on the financial
statements, We are responsible for the direction, supervision and performance of the audit.
We remain solely responsible for our audit opinion,

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

The engagement partner responsible for the audit resulting in this independent auditor's
report is:

Ivane Zhuzhunashvili (Registration # SARAS-A-720718)
For and on behalf of BDO LLC

Tbilisi, Georgia

27 May 2019



TWINO LLC
STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2018

(Thousands of Georgian Lari)

Note 2018 2017
i o e S S S ——— ; R e
Finance costs, X 7 (887)
Net flnance rnccme b"éfcre 1mpa1rment AN 4,955
Prowsmn for 1mpa|rmé}.u [osscs _ 15 ) [18 097)
Net fmance mcome/(ioss} """""""""""""""" ” : s 1,_3_60 {13 128J_
Fee income on management of loans 8 1,593 4,569
Gain from disposal of impaired loans, net 9 843 379
Foreign exchange gain/(loss), net 10 (438) 1,363
O'he: mcorne net 11 69 20
e ——— e
*‘u — T a
Operating expenses 12 (3,329) (6,673)
Prepaid rent written-off 13 . {597]
Proht/[loss] before income tax ' S 98 ] _HTM 067}
___Income tax ax expenses T S i _ f? 377'}_%ﬂ {1,537)
Total comprehens'n:e loss T R e AN i - {2 279) i (15,604)

The financial statements for the year ended 31 December 2018 were approved on behalf of the
management on 27 May 2019 by:

Director Bachana Rapava

&

Financial Manager B et - Maia Tsitskishvilj
W

-
-




TWINO LLC
STATEMENT OF FINANCIAL POSITION
As at 31 December 2018

31 December

31 December

Fr o e IRty il

Assets

Cash and cash equivalents 14 889 1,275

Loans to customers 15 349 1,091

Other assets 16 862 1,688

Property and equipment 17 383 617

Intangible assets 102 114

Tax asset 85 588

. : R TR SE— e W — 5'37_3

Liabilities

Borrowings 18 503

Other liabilities 19 22,756 22,576
Total !iabih’tiés St -_-__22, 7-56. " 2_3:{;9_
Equity

Charter capital 250 250

Accumulated loss {20,336) (17,956

Total equity

(17,706)

5,373
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TWINO LLC
STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2018
e e e e e b
Charter Accumulated
Sy =t i 2 y __capital gain/(loss) Total
At 31 December 2016 = 250 (2,352) (2,102)
Total comprehensive loss far the year {15,604) (15,604)
At 31 December 2017 U Sl D 230 (17,956)  (17.706)
Change in accounting policy - IFRS 15 (101) (101)
1 January 2018 as restated == 250 i) S (17,807)
Tq_t__a__l comprehensive loss for the year = (2,279) - (2,279)
At 31 December 2018 250 (20,336) (20,086)




TWINO LLC
STATEMENT OF CASH FLOWS

For the year ended 31 December 2018

(Thousands of Geargian Lari)

Note 2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES: 3
Gain/(loss) before income tax 98 (14,067)
Adjustments for:
Provision for impairment losses 15 2,639 18,097
Depreciation and amartisation 12 206 199
Net change in interest accruals (3,999) (4,969)
Net loss/(gain) on foreign exchange operations 10 438 (1.363)
Net loss from written-off intangible assets - 25
Net loss from disposal of property and equipment 27 128
a:m@ from operating activities before changesin __{59;; > {'1 ;d J_
working capital e L RS
(Increase)/decrease in operating assets:
Leans to customers (1,897) (13.252)
Loans assigned to Parent Company 6,655
Other assels 839 1478)
Tax asset 29 (98)
Increase in operating liabilities:
Other liabilities 1,161 19,809
ngggﬁib;yf56&1—6\"J = e e ( 459) ................ o _..;..0‘686
Interest received 2,065 5,913
Interest paid (529)
camp kel mas L ol e C (1,98 i
_'_"'I:Jet éash_inflo_w/'['butf[ov\f) from operating acti\;ities (299) ' 16,079_
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property and equipment (1) {55)
__ Proceeds from dispasal of pi operty w::qipmmt & 3 _ _2 9
.N;l éashﬁrm’{o—utfl_o;]_r’rgn;_igwesting attiv-ities —“ L T __ {26}-
- '
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from borrowinds , 5 1,134
Repayment of borrowingss. . (17,032)
Net cash outflow from financing activities (1 51%28}__'
Net increase/(decrease) in cash and cash equivalents (298) 126
Cash and cash equivalents at the beginning of the period 1,275 1,522
Effect of exchange rate fluctuations on the cash and
. Cash equivalents held in foreign currencies P (88) (373) _
Cash and cash equivalents at the end of the year 889 1,275




TWINO LLC

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2018
(Thousands of Georgian Lari)

1. GENERAL INFORMATION

A) THE COMPANY

Net Credit LLC was incorporated in Georgia on 17 February 2014 and on 16 March 2016 was renamed as
TWINO LLC {the “Company”).

As at 31 December 2018 and 2017 the Company was wholly owned by SIA TWINO limited liability Company
incorporated and existing under the laws of Latvia, registered on August 2015 with the registration
number of 40103919184, The registered address is 41 Mukusalas street, Riga LV-1004, Latvia.

As the principal business activity the Company offers ontine short ter m loans to jts customers and grants
them between GEL50 - GEL500 up to one month. For repeated loans limit is increasing up to GEL1,000.,

starting from 5 August 2015 the Company immediately assigns (sells) all issued loans to customers to
Parent Company which acts as peer-to-peer lending platform in the EU and provides financing to SIA
TWINO and its subsidiaries (the “Group”). Those assigned loans that become overdue are bought back
by the Company at fair value based on the contractual agreement dated 31 August 2015, Assignment of
loans and all related transactions are made in line with the OECD Transfer Pricing Guidelines.

As at 31 December 2018 and 2017, the Company is ultimately controlled by a single individual MR.
Armands Broks, who has the power to direct the transactions of the Company and the Group at his own
discretion and for his own benefit

The Company's registered office is Giorgi Gegechkori street N4, Thbilisi, Georgia.

B) CHANGES IN GEORGIAN LEGISLATION

According to the decision of the President of Georgia, from 1 September 2018 after granting loan to
customer, effective interest rate between the parties should not exceed 50% during the year (instead of
100% as it was stated previously).

2. BASIS OF PREPARATION
STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with International Financial Reporting
Standards, International Accounting Standards as issued by the International Accounting Standards Board
(IASB) and Interpretations (collectively IFRSs).

The Company maintains its records and prepares financial statements n Georgian Lari (GEL). Amounts in
the financial statements are rounded in thousands. unless otherwise stated. The reporting period for the
Eompany is the calendar year from January 1 to December 31,

The preparation of financial statements in c%mp{ianu: with adopted IFRS requires the use of certain
critical accounting estimates. It als'b_ requires management to exercise judgment in applying The
Company's accounting policies. The argaswhere significant judgments and estimates have been made in
preparing the financial statements and their effect are disclosed in Note 4.

BASIS OF MEASUREMENT

These financial statements have been prepared under the historical cost basis,

GOING CONCERN

The Company incurred a net loss of GEL2,279 during the year ended 31 December 2018 and, as of that
date, the Company had a negative equity of GEL20,086. These conditions indicate the existence of a
material uncertainty that may cast significant doubt about the Company’s ability to continue as a going
concern. The financial statements have been prepared on a going concern basis as the holding company
has agreed to provide continuing financial support in case of necessily and not to recall amounts in a
manner that waould threaten the liquidity and future operations of the Company.



TWINO LLC
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2018

(Thousands of Georgian Lari)

2. BASIS OF PREPARATION (CONTINUED)
CHANGES IN ACCOUNTING POLICIES
a) New standards, interpretations and amendments effective from 1 January 2018

New standards impacting the Company that will be adopted in the annual financial statements for the
year ended 31 December 2018, and which have given rise to changes in the Company’s accounting policies
are:

« IFRS 9 Financial Instruments (IFRS 9): and
+ IFRS 15 Revenue from Contracts with Customers (IFRS 15)

The Company adopted IFRS 9 and IFRS 15 with a transition date of 1 January 2018. The Company has
chosen not to restate comparatives on adoption of IFRS 9 and IFRS 15 and, therefore changes are not
reflected in the restated prior year financial statements. Rather, these changes have been processed at
the date of initial application (i.e. 1 January 2018) and recognised in the opening equity balances.
Adoption differences are disclosed in Note 5.

Other new and amended standards and Interpretations issued by the IASB that will apply for the first
time in the next annual financial statements are not expected to impact the Company as they are either
not relevant to the Company's activities or require accounting which is consistent with the Company's
current accounting policies.,

b) New standards, interpretations and amendments not yet effective

There are a number of standards, amendments to standards, and interpretations which have been issued
by the IASB that are effective in future accounting periods that the Company has decided not to adopt
early. The most significant of these is:

+ IFRS 16 Leases (mandatorily effective for periods beginning on or after 1 January 2019)

The Company has progressed its projects dealing with the implementation of this key new accounting
standard and is able to provide the following information regarding its likely impact:

IFRS 16 Leases

Adoption of IFRS 16 will result in the Company recognising right-of-use assets and lease liabilities for all
contracts that are, or contain, a lease. For leases currently classified as operating leases, under current
accounting requirements the Company does not recognise related assets or liabilities, and instead spreads
the lease payments on a straight-line basis over the lease term, disclosing in its annual financial
statements the total commitment.

[

The Board has decided it will apply the modified retrospective adoption method in IFRS 16, and, therefore,
will only recognise leases on balance sheet as at 1 January 2019. [n addition, it has decided to measure
right-of-use assets by referefce,to thg‘_,m{gasur'ernent of the lease liability on that date. This will ensure
there is no immediate impact,ta net assets on that date. However, further work still needs to be carried
out to determine whether and when extension and termination options are likely to be exercised, which
will result in the actual liability recognised being higher than this.

Instead of recognising an operating expense for its operating lease payments, the Company will instead
recognise interest on its lease liabilities and amortisation on its right-of-use assets

The Company is currently assessing the possible impact of the new standard on its financial statements.
Other

The Company does not expect any other standards issued by the IASB, but not yet effective, to have a
material impact on the financial statements,



TWINO LLC
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2018

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
FINANCIAL INSTRUMENTS

For the year ended 31 December 2018, the Company has adopted IFRS 9 Financial Instruments 1ssued in
July 2014 with a date of initial application of 1 January 2018, The requirements of IFRS 9 represent a
significant change from IAS 39 Financial Instruments: Recognition and Measurement. The new standard
brings fundamental changes to the accounting for financial assets and to certain aspects of the
accounting for financial liabilities.

IFRS 9 contains three principal classification categories for financial assets: measured at amortised caost,
fair value through other comprehensive income (FVOCI) and fair value through profit or loss (FYTPL),
IFRS 9 classification is generally based on the business model in which a financial asset is managed and
1ts contractual cash flows. The standard eliminates the existing IAS 39 categories of held-to-maturity,
loans and receivables and available-for-sale,

IFRS 9 largely retains the existing requirements in IAS 39 for the classification of financial liabilities.

IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with an ‘expected credit loss® model. The new
impairment model also applies to certain loan commitments and financial guarantee contracts but not
Lo equity investments. Under IFRS 9. credit losses are recognised earlier than under 1AS 39.

Initial recognition of financial instruments

Financial assets and financial liabilities are recognised in the Company’s financial position when the
Company becomes a party to the contractual provisions of the instrument.

Recognised financial assets and financial liabilities are initially measured at fair value. Transaction costs
that are directly attributable to the acquisition or issue of financial assets and financial liabilities (other
than financial assets and financial liabilities at FYTPL) are added to or deducted from the fair value of
the financial assets or financial liabilities, as appropriate, on initial recognition. Transaction costs
directly attributable to the acquisition of financial assets or financial liabilities at FVTPL are recognised
immediately in profit or loss.

FINANCIAL ASSETS
Classification and subsequent measurement

On initial recognition, a financial asset is classified into one of the following measurement categories:
8mortised cost; fair value through other comprehensive income (FVOCI): or fair value through profit or
loss (FVTPL). " §

h
A financial asset is measured ’art amartised cost if it meets both of the following conditions and is not
designated as at FVTPL: . Wl

: 2B

* The asset is held within a business model whose objective is to hold assets to collect contractual
cash flows; and

* The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest (“SPPI") on the principal amount outstanding.

A financial asset is measured at FVOCI if it meets both of the following conditions and is not designated
as at FVTPL;

* The asset is held within a business model whose objective is achieved by both collecting contractual
cash flows and selling financial assets: and

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



TWINO LLC

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2018
(Thousands of Georgian Lari) — == mvee e | Y i

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The measurement category of financial assets and liabilities in accordance with I1AS 39 and IFRS 9 at 1
January 2018 are compared as follows:

e ——— IAS 39 —— - —— IFRS 9 i .
Financial assets Measurement category __Measurement category ’
Cash balances in banks Amortised Cost Amortised Cost

Loans to customers Amortised Cost Amortised Cost

Other assets Amaortised Cost o - Amortised Cost

Business model assessment - 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 of those policies in practice.
These include whether management's strategy focuses on earning 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
of the assets;

* 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 - e.g. 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.

Assessment whether contractual cash flows are solely payments of principal and interest - For the
purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset on initial
recognition. ‘Interest’ is defined as consideration for the time value of money and for the credit risk
associated with the principal amount outstanding during a particular period of time and for other basic
lending risks and costs (e.g. liquidity risk and administrative costs), as well as a profit margin,

%0 assessing whether the contractual cash flows are solely payments of principal and interest, the
Company considers the contractual terms of the instrument. This includes assessing whether the financial
asset contains a contractual term that could change the timing or amount of contractual cash flows such
that it would not meet this’coadirio;;l’-, In-making this assessment, the Company considers;

+ Contingent events that Would charige the ameunt or timing of cash flows;
* Terms that may adjust the contractual coupon rate, including variable rate features:
« Prepayment and extension features: and

* Terms that limit the Company's claim to cash flows from specified assets (e.g. non-recourse
features).

Cash and cash equivalents

Cash and cash equivalents consist of cash on hand and unrestricted balances in banks with original
maturity of less or equal to 90 days and are free from contractual encumbrances. Cash and cash
equivalents are carried at amortised cost.



TWINO LLC
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2018
{Thousands of Geoﬂa_rie}i)_

......................... e S e e

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Loans to customers and other receivables

Loans to customers and other receivables included in other assets in the statement of financial position
are non-derivative financial assets measured at amortised cost. Loans to customers and other receivables
are initially measured at fair value and subsequently at their amortised cost using the effective interest
method.

Impairment

The Company recognises loss allowances for expected credit losses (ECLs) on the financial assets that
are not measured at FVTPL .

With the exception of purchased or originated credit-impaired (“POCI") financial assets, ECLs are
required to be measured through a lass allowance at an amount equal to:

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

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

A loss allowance for full lifetime ECL is required for a financial instrument if the credit risk on that
financial instrument has increased significantly since initial recognition. For all other financial
instruments, ECLs are measured at an amount equal to the 12-month ECL.

Loss allowances for other receivables are always measured at an amount equal to lifetime ECL.

ECLs are a probability-weighted estimate of the present value of credit losses. These are measured as
the present value of the difference between the cash flows due to the Company under the contract and
the cash flows that the Company expects to receive arising from the weighting of multiple future
economic scenarios, discounted at the asset’'s EIR.

The Company measures ECL on a collective basis for portfolios of loans that share similar ecanomic risk
characteristics. For all financial assets that are not measured at FVTPL the Company estimates full
lifetime ECL, because major part of financial assets are with one month maturity and 12-month ECL
equals to lifetime ECL.

Credit-impaired financial assets - 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,
Credit-impaired financial assets are referred to as Stage 3 assets. Evidence of credit-impairment includes
©bservable data about the following events:

; ; gl / :
« significant financial difficulty of the borrower or issuer;
¥
* abreach of contract suchyas a default or past due event;

Y

e - A ol } ; "
* the lender of the bOrI'DwE‘lglf_DF ecdnomic or contractual reasons relating to the borrower’s financial
difficulty, having granted to the borrower a concession that the lender would not otherwise
consider;

* the disappearance of an active market for a security because of financial difficulties; or

* the purchase of a financial asset at a deep discount that reflects the incurred credit losses.

Aloan is considered credit-impaired when a concession is granted to the borrower due to a deterioration
in the borrower’s financial condition, unless there is evidence that as a result of granting the concession
the risk of not receiving the contractual cash flows has reduced significantly and there are no other
indicators of impairment. For financial assets where concessions are contemplated but not granted the
asset is deemed credit impaired when there is observable evidence of credit-impairment including
meeting the definition of default.

The definition of default (see below) includes unlikeliness to pay indicators and a back-stop if amounts
are overdue fer 90 days or more.



TWINO LLC

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2018

(The 2 S B S
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Purchased financial assets - At initial recognition purchased financial assets are measured at fair value
plus or minus transactions costs that are directly attributable to the acquisition or issue of the financial
asset. After initial recognition, an entity measures purchased financial asset in amortised cost. For these
assets, the Company recognises all changes in lifetime ECL since initial recognition as a loss allowance
with any changes recognised in profit or loss. A favourable change for such assets creates an impairment
gain.

Georgian Lari)

Definition of default - Critical to the determination of ECL is the definition of default. The definition of
default is used in measuring the amount of ECL and in the determination of whether the loss allowance
is based on 12-month or lifetime ECL, as default is a component of the probability of default (PD) which
affects both the measurement of ECLs and the identification of a significant increase in credit risk.

The Company considers the following as constituting an event of default:
« the borrower is past due more than 90 days on any material credit obligation to the Company; or

« the borrower is unlikely to pay its credit obligations to the Company in full.

The definition of default is appropriately tailored to reflect different characteristics of different types
of assets. When assessing if the borrower is unlikely to pay its credit obligation, the Company takes into
account both qualitative and quantitative indicators. Quantitative indicators, such as overdue status and
non-payment on another obligation of the same counterparty are key inputs in this analysis, The Company
uses a variety of sources of information to assess default which are either developed internally or
obtained from external sources.

Significant increase in credit risk - The Company monitors all financial assets that are subject to the
impairment requirements to assess whether there has been a significant increase in credit risk since
initial recognition. If there has been a significant increase in credit risk the Company will measure the
loss allowance based on lifetime rather than 12-month ECL.

The Company's accounting policy is not to use the practical expedient that financial assets with ‘low’
credit risk at the reporting date are deemed not to have had a significant increase in credit risk. As a
result, the Company monitors all financial assets that are subject to impairment for significant increase
in credit risk.

In assessing whether the credit risk on a financial instrument has increased significantly since imtial
recognition, the Company compares the risk of a default occurring on the financial instrument at the
reporting date based on the remaining maturity of the instrument with the risk of a default occurring
‘that was anticipated for the remaining maturity at the current reporting date when the financial
Instrument was first recognised. In making this assessment, the Company considers both quantitative and
qualitative information that’is reasonable 4nd supportable, including historical experience and forward-
looking information that is available without undue cost or effort, based on the Company’s historical
experience and expert credi¥assessment including forward-looking information.

Multiple economic scenarios form the basis of determining the probability of default at initial recognition
and at subsequent reporting dates. Different economic scenarios will lead to a different probability of
default. It is the weighting of these different scenarios that forms the basis of a weighted average
probability of default that is used to deterine whether credit risk has significantly increased.

The Company allocates its counterparties to a relevant internal credit risk grade depending on their
credit quality. The quantitative information is a primary indicator of significant increase in credit risk
and is based on the change in lifetime PD by comparing:

* the remaining lifetime PD at the reporting date; with

« the remaining lifetime PD for this point in time that was estimated based on facts and circumstances
at the time of initial recognition of the exposure.

The PDs used are forward looking and the Company uses the same methodologies and data used to
measure the loss allowance for ECL,
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2018

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTIN UED)

The qualitative factors that indicate significant increase in credit risk are reflected in PD models on a
timely basis. However, the Company still considers separately some qualitative factors to assess if credit
risk has increased significantly. The Company considers the expectation of forbearance and payment
holidays, credit scores and events such as unemplayment, bankruptcy or death.

Given that a significant increase in credit risk since initial recognition is a relative measure, a given
change, in absolute terms, in the PD will be more significant for a financial instrument with a lower
initial PD than compared to a financial instrument with a higher PD.

As a back-stop when an asset becomes 30 days past due, the Company considers that a significant
increase in credit risk has occurred and the asset is in stage 2 of the impairment model, i.e. the loss
allowance is measured as the lifetime ECL.

Presentation of allowance for ECL in the statement of financial position - Loss allowances for ECL are
presented in the statement of financial position as follows:

« for financial assets measured at amortised cost: as a deduction from the gross carrying amount of
the assets;

+ for debt instruments measured at FVTOCI: no loss allowance is recognised In the statement of
financial position as the carrying amount is at fair value.

+ for loan commitments and financial guarantee contracts: as a pravision; and

+ where a financial instrument includes both a drawn and an undrawn component, and the Company
cannot identify the ECL on the loan commitment component separately from those on the drawn
component: the Company presents a combined loss allowance for both components. The combined
amount is presented as a deduction from the gross carrying amount of the drawn component. Any
excess of the loss allowance over the gross amount of the drawn component is presented as a
provision.

Modification and derecognition of financial assets

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

« he Company renegotiates loans to customers in financial difficulty to maximise collection and minimise
the risk of default. A loan terms is modifieﬁ in cases where although the borrower made all reasonable
efforts to pay under the original contractual terms, there is a high risk of default or default has already
happened and the borrower is expegted to be able to meet the revised terms. The revised terms in most
of the cases include an exterfion 6f'the maturity of the loan, changes to the timing of the cash flows of
the loan (principal and int&tést repayment), reduction in the amount of cash flows due (principal and
interest forgiveness) and amendments to other terms.

When a financial asset is modified the Company assesses whether this modification results in
derecognition. In accordance with the Company's policy a modification results in derecognition when it
gives rise to substantially different terms. To determine if the modified terms are substantially different
from the original contractual terms the Company considers the following:

* Qualitative factors, such as contractual cash flows after modification are no longer SPPI, change in
currency or change of counterparty, the extent of change in interest rates, maturity, covenants. If
these do not clearly indicate a substantial modification. then;

* A quantitative assessment is performed to compare the present value of the remaining contractual
cash flows under the original terms with the contractual cash flows under the revised terms, both
amounts discounted at the original effective interest.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

In the case where the financial asset is derecognised the loss allowance for ECL is remeasured at the
date of derecognition to determine the net carrying amount of the asset at that date. The difference
between this revised carrying amount and the fair value of the new financial asset with the new terms
will lead to a gain or loss on derecognition. The new financial asset will have a loss allowance measured
based on 12-month ECL except in the rare occasions where the new loan is considered to be originated-
credit impaired. This applies anly in the case where the fair value of the new loan is recognised at a
significant discount to its revised par amount because there remains a high risk of default which has not
been reduced by the maodification. The Company menitors credit risk of modified financial assets by
evaluating qualitative and quantitative information, such as if the borrower is in past due status under
the new terms.

When the contractual terms of a financial asset are modified and the modification does not result in
derecognition, the Company determines if the financial asset’s credit risk has increased significantly
since initial recognition.

For financial assets modified as part of the Company’s restructuring policy, where modification did not
result in derecognition, the estimate of PD reflects the Company's ability to collect the modified cash
flows taking into account the Company’s previous experience of similar restructuring action, as well as
various behavioural indicators, including the borrower’s payment performance against the modified
contractual terms. If the credit risk remains significantly higher than what was expected at initial
recognition the loss allowance will continue to be measured at an amount equal to lifetime ECL. The loss
allowance on forborne loans will generally only be measured based on 12-month ECL when there is
evidence of the barrower’s improved repayment behaviour following modification leading to a reversal
of the previous significant increase in credit risk.

Where a modification does not lead to derecognition the Company calculates the modification gain/loss
comparing the gross carrying amount before and after the modification (excluding the ECL allowance).
Then the Company measures ECL for the modified asset, where the expected cash flows arising from the
modified financial asset are included in calculating the expected cash shortfalls from the original asset.

The Company derecognises a financial asset only when the contractual rights to the asset's cash flows
expire (including expiry arising from a maodification with substantially different terms), or when the
financial asset and substantially all the risks and rewards of ownership of the asset are transferred to
another entity. If the Company neither transfers nor retains substantially all the risks and rewards of
ownership and continues to control the transferred asset, the Company recognises its retained interest
in the asset and an associated liability for amounts it may have to pay. If the Company retains
substantially all the risks and rewards of ownership of a transferred financial asset, the Company
scontinues to recognise the financial asset.
- /

Write-off AT 2kl

0 b T
Loans and debt securities ase written off when the Company has no reasonable expectations of recovering
the financial asset (either in its'entirety or a portion of it). This is the case when the Company determines
that the borrower does not have assets or sources of income that could generate sufficient cash flows to
repay the amounts subject to the write-off, A write-off constitutes a derecognition event. The Company
may apply enforcement activities to financial assets written off. Recoveries resulting from the Company's
enforcement activities will result in impairment gains.
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For the year ended 31 December 2018
(Thousands of Georgian Lari)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
FINANCIAL LIABILITIES

The Company classifies its financial liabilities into one of two categories, depending on the purpose for
which the liability was acquired, On 1 January 2018 (the date of initial application of IFRS 9), the
Company has classified all financial as liabilities within “Other financial liabilities" category. Other
financial Liabilities include the following items: borrowings and other short-term monetary liabilities.

Other financial liabilities are initially recognised at fair value net of any transaction costs directly
attributable to the issue of the instrument. Such interest-bearing liabilities are subsequently measured
at amortised cost using the effective interest rate method, which ensures that any interest expense over
the period to repayment is at a constant rate on the balance of the liability carried in the statement of
financial position. For the purposes of each financial liability, interest expense includes initial transaction
costs and any premium payable on redemption, as well as any interest or coupon payable while the
liability is outstanding.

Derecognition of financial liabilities

The Company derecognises financial liabilities when, and only when, the Company's ablications are
discharged, cancelled or they expire. Where an existing financial liability is replaced by another from
the same lender on substantially different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as a derecognition of the original liability and the
recegnition of a new liability. The difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable is recognised in profit and loss.

Offsetting

Financial assets and liabilities are offset and the net amount reported in the statement of financial
position only when there is a legally enforceable right to offset the recognised amounts, and there is an
intention to either settle on a net basis, or to realise the asset and settle the liability simultaneously.

IFRS 13 fair value measurement hierarchy

IFRS 13 requires certain disclosures which require the classification of financial assets and financial
liabilities measured at fair value using a fair value hierarchy that reflects the significance of the inputs
used in making the fair value measurement. The fair value hierarchy has the following levels:

* Quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1);

* Inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either direttly (i.e. as prites) or indirectly (i.e. derived from prices) (Level 2); and

¥
* Inputs for the asset or liability that are not based on observable market data (unobservable
inputs) {Level 3}, © N

The level in the fair value hibrqrrhy within which the financial asset or financial liability is categorised
is determined on the basis of the lowest level input that is significant to the fair value measurement.
Financial assets and financial liabilities are classified in their entirety into only one of the three levels.

The Company has no financial assets or liabilities measured at fair value; accordingly, they are not
presented under the IFRS 13 fair value measurement hierarchy.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
CASH AND CASH EQUIVALENTS

Cash and cash equivalents are items which are readily convertible to known amounts of cash and which
are subject to an insignificant risk of changes in value. Cash and cash equivalents include cash on hand,
and all bank placements or receivables with original maturities of less than three months. Funds
restricted for a period of more than three months on origination are excluded from cash and cash
equivalents,

PROPERTY, EQUIPMENT AND INTANGIBLE ASSETS

Property, equipment and intangible assets are carried at historical cost less accumulated
depreciation/amortisation and recognised impairment loss, if any. Depreciation is charged on the
carrying value of property, equipment and intangible assets and is designed to write off assets over their
useful economic lives. Depreciation/amortisation is calculated on a straight-line basis at the following
useful lives:

Historical cost Useful life (years)
~ Computers and technical equipment T e o
Furniture and fixtures 3-5
Licenses g . _ ) 5

The carrying amounts of property, equipment intangible assets are reviewed at each reporting date to
assess whether they are recorded in excess of their recoverable amounts. The recoverable amount is the
highest of fair value less costs to sell and value in use,

CHARTER CAPITAL AND DIVIDENDS

Equity includes charter capital and retained earnings. Dividends are recorded in equity in the period in
which they are declared. Any dividends declared after the end of the reporting period and before the
financial statements are authorised for issue, are disclosed in the subsequent events note.

PROVISIONS, CONTINGENT LIABILITIES AND CONTINGENT ASSETS

A provision is a liability of uncertain timing or amount. A liability is a present obligation of the entity
aPising from past events, the settlement of which is expected to result in an outflow from the entity of
resources embadying economi® benefits. AX obligating event is an event that creates a legal or
constructive obligation that results in é{n entity having no realistic alternative to settling that obligation.
A legal obligation is an obligaﬁ-ioﬁ’thai}i&!eﬁves from:

A contract (through lt?b'xphcir or implicit terms):
Legislation; or ‘
Other operation of law.
A constructive obligation is an obligation that derives from an entity's actions where:

By an established pattern of past practice, published policies or a sufficiently specific current
statement, the entity has indicated to other parties that it will accept certain responsibilities:
and

As a result, the entity has created a valid expectation on the part of those other parties that
it will discharge those responsibilities.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The term contingent liability’ is used for liabilities that do not meet the recognition criteria,
Accounting policy distinguishes between:

« provisions - which are recognised as liabilities (assuming that a reliable estimate can be made]
because they are present obligations and it is probable that an outflow of resources embodying
economic benefits will be required to settle the obligations; and

« contingent liabilities - which are not recognised as liabilities because they are either:

possible obligations, as it has yet to be confirmed whether the entity has a present
obligation that could lead to an outflow of resources embodying economic benefits; or

present obligations that do not meet the recognition criteria in this Standard (because
either it is not probable that an outflow of resources embodying economic benefits will
be required to settle the obligation, or a sufficiently reliable estimate of the amount of
the obligation cannot be made).

Contingent liabilities are not reflected in the financial statements, except for the cases when the outflow
of economic benefits is likely to origin and the amount of such liabilities can be reliably measured. The
information on contingent liabilities is disclosed in the notes to the financial statements with the
exception of cases, when the outflow of economic benefits 1s likely.

Contingent liabilities may develop in a way not initially expected. Therefore, they are assessed
continually to determine whether an outflow of resources embaodying economic benefits has become
probable. If it becomes prabable that an outflow of future economic benefits will be required for an
item previously dealt with as a contingent liability, a provision is recognised in the financial
statements of the period in which the change in probability occurs (except in the extremely rare
circumstances where no reliable estimate can be made).

Contingent assets are not reflected in the financial statements, but the information on them is disclosed
when inflow of economic benefits is possible. If economic benefits are sure to occur, an asset and related
income are recognized in the financial statements for the year, when the evaluation change occurred,

TAXATION

In Georgia new model of Corporate Income Tax (Profit Tax) is effective from 1 January 2017. The purpose
of this taxation model is simplification of the tax administration, promotion of business development
and economic growth.

The main amendment under the new model of Corporate Income Tax is postponing taxation of corporate
income until distribution of et income. Tids will increase availability of the funds and promote
reinvestment of earned profits into the same or new activities. Corporate Income Tax rate remains the
same as before - 15%, technically, the: ';5‘ /85% rate will be applied to the amount of taxable object. In
addition, instead of armual‘clurge Corporate Income Tax shall be charged on monthly basis, no later
than 15th day of the rollowmg month.

According to the new model of Corporate Income Tax, the objects of taxation are following
transactions/actual payments: .

« Payment of dividends

« Differences between contract price and market price

« Expenses not related to economic activity

= Payments not related to economic activity

» Free of charge supply and gifts

« Representative expenses above limits

Owing to the specific nature of the taxation system, there are no differences between the carrying
amounts and tax bases of the assets and liabilities of companies registered in Georgia that could result
in deferred tax assets or deferred tax liabilities.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Taxes other than income tax are recognised when obligating events have occurred. The obligating events
are an event that raises a liability to pay a tax. Taxes are calculated in accordance with Georgian
legislation.

INTEREST INCOME AND EXPENSE RECOGNITION

Finance income (including identification fee, commission, extension fee and penalty) from a financial
asset is recognised when it is probable that the economic benefits will flow to the Company and the
amount of income can be measured reliably.

Loan management fees are recognised as revenue as the services are provided.
All other commissions are recognised when services are provided.

Finance costs are recognised on an accrual basis using the effective interest method. The effective
interest method is a method of calculating the amortised cost of a financial asset or a financial liability
(or group of financial assets or financial liabilities) and of allocating the interest income ar interest
expense over the relevant period.

The effective interest rate is the rate that exactly discounts estimated future cash receipts (including
all fees paid or received that form an integral part of the effective interest rate, transaction costs and
other premiums or discounts) through the expected life of the debt instrument, or (where appropriate)
a shorter period, to the net carrying amount on initial recognition.

Once a tinancial asset or a group of similar financial assets has been written down (partly written down)
as a result of an impairment loss, finance income is thereafter recognised using the rate of interest used
to discount the future cash flows for the purpose of measuring the impairment loss.

RECOGNITION OF EXPENSES

Expenses are recognised in the statement of comprehensive income if there arises any decrease of future
economic profit related to the decrease of an asset or increase of a liability that can be reliably assessed,

Expenses are recognized in the statement of comprehensive income immediately, if the expenses do not
result in future economic profit any more, or if future economic profit do not meet or stop to meet the
requirements of recognition as an asset in the balance sheet.

OPERATING LEASES

'~

Where the Company is a lessee in a lease which does not transfer substantially all the risks and rewards
incidental to ownership from the lessor to the Company, the total lease payments are charged to profit
or loss for the year on a s;raight-liie basis over the lease term. The lease term is the non-cancellable
period for which the lesseé Has contagted] to lease the asset together with any further terms for which
the lessee has the option fg-continue lease the asset, with or without further payment, when at the
inception of the lease it is reasbnably certain that the lessee will exercise the option.

SALARIES AND OTHER EMPLOYEE BENEFITS  °

Wages, salaries, bonuses, and non-monetary benefits are accrued in the year in which the associated
services are rendered by the employees of the Company.

EVENTS SUBSEQUENT TO THE REPORTING DATE

Events after the reporting period and events before the date of financial statements authorization for
issue that provide additional information about the Company’s financial statements are reported in the
financial statements. Post-balance sheet events that do not affect the financial position of the Company
at the balance sheet date are disclosed in the noles to the financial statements when material.
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TWINO LLC
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2018

FOREIGN CURRENCY TRANSLATION

items included in the financial statements are measured using the currency of the primary economic
environment in which The Company operates (‘the functional currency’). Financial statements are
presented in Georgian Lan (GEL), which is the Company's functional and presentation currency.

Monetary assets and liabilities are translated into The Company's functional currency at the official
exchange rate of the National Bank of Georgia.

Foreign exchange gains and losses resulting from the settlement of transactions and from the translation
of monetary assets and liabilities into the Company's functional currency at year-end official exchange
rates are recognised in the statement of comprehensive income. Translation at year-end rates does not
apply to non-monetary items, including eguity investments. Effects of exchange rate changes on the fair
value of equily securities are recorded as part of the fair value gain or loss.

Table below presents the closing exchange rates by the National Bank of Georgia as at 31 December 2018
and 2017:

USD / GEL EUR / GEL

Exchange rate as at 31 December 2018 2.6766 3.0701

Exchange rate as at 31 December 2017 2.5922 3.1044

4. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The Company makes certain estimates and assumptions regarding the future. Estimates and judgments are
continually evaluated based on historical experience and other factors, including expectations of future
events that are believed to be reasonable under the circumstances. In the future, actual experience may
deviate from these estimates and assumptions. The estimates and assumptions that have a significant risk
of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial
year are discussed below.

LOSS ALLOWANCES FOR EXPECTED CREDIT LOSSES

The following are key estimations that the management have used in the process of applying the Company's
acgounting policies and that have the most significant effect on the loss allowances for expected credit

losses: ,
Probability of default: PD constituteg a key input 1n measuring ECL. PD 1s an estimate of the likelihood of
default over a given time 'tlo;izon..Ehlc,;___c_alculation of which includes historical data, assumptions and

. o \
expectations of future corditions.

Loss Given Default: LGD is an estimate of the loss arising on default. It is based on the difference between
the contractual cash flows due and those that the lender would expect to receive.

5. EFFECTS OF CHANGES IN ACCOUNTING POLICIES

The Company adopted IFRS 9 and IFRS 15 with a transition date of 1 January 2018. The Company has
chosen not to restate comparatives on adoption of IFRS 9 and IFRS 15 and, therefore changes are not
reflected in the restated prior year financial statements. Rather, these changes have been processed at
the date of initial application (i.e. 1 January 2018) and recognised in the opening equity balances.

The Company has nol made any adjustments for adopting IFRS, as new standards have no significant impact
on the opening equity balances, while the adoption of IFRS 15 had the effect with total amount of GEL101,
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NOTES TO THE FINANCIAL STATEMENTS
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6. PRIOR PERIOD RECLASSIFICATIONS

Where necessary, the corresponding figures have been restated to conform to the presentation of the
current year amounts, The effect of reclassifications is as follows:

As previously
presented As presented
31-Dec-2017  Reclassification  31-Dec-2017

‘Statement of fmanc:ai position caption
Other assets 1,813 (125) 1,688
Other liabilities 22,701 (125) 22,576

7. FINANCE INCOME BEFORE IMPAIRMENT

_Finance income is arising from: 2018 2017
Surplm received on loans bought back from parent company i g 4,015 5,825
Penalties and commission fees B

Total finance income R 4,020 5,856

tﬂonowmcr& fr ()m related [Jaltles— : - . 1846:_
Bm rowings from othpr [manu_al instl}_y;__lﬁrj_? __________________ == (21) (41)
Total finance cost (21) (887)
‘Net finance income before provision for impairment losses 3,999 4,569_

8. FEE INCOME ON MANAGEMENT OF LOANS

The Company supports the Parent with management of the issued loans assigned to the Parent Company.
Income generated from this activity is recorded as loan management fee income. Management of the
Company estimates management fee based on fixed 20% margin added on monthly incurred expenses.

9. GAIN FROM DISPOSAL OF IMPAIRED LOANS, NET

= i =) ; e 2018 2017
Selling price _ A, 1382 1,705
Total selling price T 2 1 1,382 1,705
Gross amount of the 1oan.s 'bisposed (10,444) (16,783)
__Total provision attributable to the loans sold 9,905 15,457
Net value of disposed loans - (539) (1,326)
Net gain from diS__F}_Q_?_ﬁ_f__?_f_ i_r_npai-red loans __ _ ® _-_ IIIIIIIIIIIIII 843 379

10. FOREIGN EXCHANGE GAIN/(LOSS), NET

- 2018 2017__ -
Foreign t‘;i:nanao gz;ln """""""" N T 941 3—551
Foreign exchange loss - o (1,379) _ (2,188)
Forelgn" exchange g gam!(t;);sl net (438) 1,363
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11. OTHER INCOME, NET

2018 i 2017
6ther_i_ncome » Wi g ol i i
Call center and product development services* 262 1,854
Other ) 90 90

i __35__2 ma=t _1’9_44 .....
Other expenses
Call center and product development services* (231) {1,696)
Other (52) _ (228)
(283) (1,924)
Otr;:r income, net ' =S A 69 20

* Call center and product development services income represent the amounts charged for provision of
informational and consultancy services via electronic and telephone communications, also web-site and
electronic servicing to the fellow subsidiaries in the Russian Federation and in Kazakhstan that sell similar
products across the Russian Federation (eZaem.ru/Moneza.ru) and Kazakhstan (Zing.kz).

12. OPERATING EXPENSES

: X 2018 } 2017 _

e ey ST — St == = A ”.192}." = E.éOél_
Consultation expenses {620) (696)
Advertising expenses (537) {945)
Credil rating agency service fees (225) (244)
Depreciation and amortisation (206) (199)
Loan recovery service fees** (203) (981}
Communication expenses (72) (70)
Rent (59) (373)
‘Pastal expenses (36) (177)
e R R il o | i 2 lW9)._ - oo (300
Total operating expenses ¥ (3,329) (6,673)

KA &
* Based on changes in Civil Code 6f Gebrgia (reduction of maximum effective interest rate) there was
significant decrease in loan issughée process since 2017 year which lead to decline in its operations and
reduction of employees and staff costs, respectively,

** During 2018 reporting year the Company was Cconstantly selling high amount of overdue portfolio to
third parties which reduced costs associated to loan recovery fees.

13. PREPAID RENT WRITTEN-OFF

At the end of 2016 the Company was planning to move into new office. So, the Company signed the
agreement with JSC Expo Georgia and paid consideration of 7 months with total amount of GEL597 in
advance. After announced significant changes in Georgian legislation during 2017 reporting year
(reduction of maximum effective interest rate till 100%), the Company re-evaluated its future plans and
gave up its intention to move into larger office. However, under the rent agreement the prepaid amount
was not recoverable and the management took decision to recognise amount as an expense in the
statement of comprehensive income.
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14. CASH AND CASH EQUIVALENTS

31 December 31 December

=L ! 2018 2017
Cash at bank 523 682
L T R SR S R |, G, 593
I cash and cash equivalents 889 1,275

‘Cash in transit consists of cash received from the customers by the payment terminals which is
transferred later to the company by provider.

Cash and cash equivalents distribution by currency is disclosed in Note 22

15. LOANS TO CUSTOMERS

31 December 31 December

2018 2017
Loans to customers Ois 1,387 " - 93?5_
Accrued commission e - : A 11
Loans to' éﬁétdméﬁefd}e_i_rhpairm_eﬁt == " o ] 1,387 _ 9,39§
Less: allowance for impairment losses (1,038) (8,305)
'-:I'otal loans to cusi;omersm 349 yr 1,091

In August 2015 the Company entered into assignment agreement with Parent company based on which
every issued loan is imtially resold to the Twino SIA. The assigned loans with more than 30 days are
bought back by the Company at fair value. Because those loans are overdue and impaired, interest
income is recognized when it is probable that economic benefits will flow to the Company and the
amount of income can be measured reliably. Accrued commission only refers to the loans issued before
assignment agreement, thus, the interest income for those loans are recognized on an accrual basis.

The following table provides information on the credit quality of loans outstanding at 31 December 2018
and 2017:

= = 2018 2017
Current and less than 31 dé;s_oifé}due & - TR 44
31 to 60 days overdue Y . 115 337
__ More than 60 days overdué_ ’ b 1,272 9,015
Gross loans to cu'storr_l__g_rs " By ik 1,387 9,39
Less: allowance for impairment losses ' (1,038) (8,305)
Net loans to customers 349- 1,091

Movements in the loan impairment allowance are as follows:

_ _ i 2018 2017
Balance at the beginning of the year 8,305 10,313
Impairment loss recognized during the year 2,639 18,097
Loan portfolio sold (9,906) (20,105)
Balance at the end of the yea " ' 'Im.038 = 8,3—05_
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16. OTHER ASSETS

31 December

31 December

_ 2018 2017
Financial other asse'_ts x riin AR
Receivables for sold impaired loans 437 665
Call center and product development services 269 775
Parent company 60 160
Other g 46 7
812 VT
Non-financial other assets
Prepayments ! SQ _________ 11
%tal"éther'assets S — : =i S 862 1-,6W~
17. PROPERTY AND EQUIPMENT
Computers and other Furniture and
_Historical cost —___ technical equipment  fixtures _ Total
At 31 December 2016 893 304 1,197
Additions 55 55
_ Disposals (173) (141) (314)
At 31 December 2017 - 5 BB 775 =T 163 938
Additions 1 1
Disposals _ A _ . (93) 0 - (93}
At 31 December 2018 = 683 163 846
Accumulated depreciation
At 31 December 2016 L o (71) (239)
Depreciation charge (142) (45) (187)
Disposals - 61 44 105
At 31 December 2017 Foe s (72) (321)
Depreciation charge (158} (35) (193)
__ Disposals = ) 51 . 51
At 31 December 2018 ;"_' ! (356) (107) (463)
KRN
_Net book value RIS . o R NN S ) e S ey ey
At 31 December 2017 £ 526 91 617
At 31 December 2018 327 383

56
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18. BORROWINGS

31 December 2017

" Originated  Accrued
borrowings  interest

Currency Interest rate Maturity

Borrowings from unrelated parties EUR

Total borrowings 500 3

E“ On demand 500 3

Changes in borrowings arising from financing activities, including both changes arising from cash flows
and non-cash changes can be presented as follows:

2018 2017
At the beg_inning of the year = 503 16,292
Cash flows - (15,898)
Non-cash flows:
Interest accruing in period 21 887
Effects of foreign exchange (24) (824)
Other AN - Luflc e 1500y L NS
At the end of the year 3 ] - 503

19. OTHER LIABILITIES
31 December 31 December

A= T e S ——— ML T N S 2018 72017 .
Financial other liabilities
Parent company* 21,584 20,104
Payables due to sold loans® - 1,126
Other g e = 175
Total financial other liabilities ¢ 21,691 21,405
Non-financial other liabilities
Received overpayments 956 1,075
‘Other o ; 109 96
Total other liabilities S o 22,756 22,576
i S o4

* Starting from 5 August 20?5':1!_18 Company assigns (sells) all issued loans to customers to Parent. The
Company has assessed whether; after assigning loans to the Parent the Company has transferred
significant risks and rewards. The Company concluded that nsk 1s transferred to the Parent Company on
the assignment date. Based on the above at loan assignment date, loans issued to third parties are
derecognized and loans assigned to the Parent Company are recognised simultaneously. Under the
assignment Agreement the assignor (the Company) shall be entitled to repurchase the claim (the loans
to customers) from the assignee at any moment and the Assignee shall refuse to make any objections or
claims in respect, The Company purchases back non-performing loans overdue more than 30 days at an
arm's length price. The Company intends to settle receivables and payables on net basis. As at 31
December 2018 and 2017 the Company had payables with amount of GEL21,584 and GEL20,104,
respectively.

During 2018 reporting year the Company paid payables due to sold loans with amount of GEL270,739.
Left payable of EUR387,270 and remaining debt with Obella LTD with amount of EUR174,639 was assigned
to parent company. On the other hand, the Company had overpayments with parent with amount of
EUR224,219 which was offset with abovementioned payables. Total payables EUR337,690 was later
increased with GEL50.420 by cash received from customers on assigned portfolio.
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20, COMMITMENTS AND CONTINGENCIES

Litigation - In the ordinary course of business, Companies are usually subject to legal actions and
complaints. Following the Company's customers' failure to meet loan repayment obligations the
Company is involved in legal disputes against such customers. The highest possible outcome from such
legal disputes is the amount of loans receivable from such customers (including accrued interest and
other charges). As it is not certain that all the customers will meet the repayment obligations, the
Company recognises provision for impairment for such loans, as disclosed in Note 15.

Contingent liability - The Company is defendant party of pending litigation. The reason for arousal of
lawsuit is unexpected interruption of contract by the Company. JSC Exhibition Centre claims that ceasing
this contract was against original terms. Total requested amount from the defendant is GEL1,060, which
involves reimbursement of repair service for renting place. From this amount VAT has to be deducted as
amount is already offset from the Company and net remaining amount is GEL899. Before ceasing the
contract, the Company paid advances with amount of GEL596 which is deductible from the total pending
liability. Maximum amount of reimbursement for ceasing contract is around GEL242. The litigation
process is in first instance and resumption of dispute will be after expertise process to determine the
repairment expenses of renting place. Having received legal advice, the management believes that
pending liability will be decreased after exper tise because repairment expenses also items which should
not be compensated by the Company. The management is unable to determine amount of
reimbursement, so there is an indication of the uncertainties relating to the amount and the timing of
possible outflow of economic resources.

Taxes - Georgian tax legislation in particular may give rise to varying interpretations and amendments.
In addition, as management's interpretation of tax legislation may differ from that of the tax authorities,
transactions may be challenged by the tax authorities and as a result the Company may be assessed
additional taxes, penalties and interest, The Company believes that it has already made all tax payments
and accruals in the financial statements. Tax years remain open Lo review by the tax authorities for
three years.

Georgian business environment - The Company is operating in Georgia. Consequently, the Company is
exposed to the economic and financial markets of Georgia, which display emerging-market
characteristics. Legal, tax and regulatory frameworks continue to develop, but are subject to varying
interpretations and frequent changes that, together with other legal and fiscal impediments, contribute
to the challenges faced by entities operating in Georgia. The financial statements reflect management’s
assessment of the impact of the Georgian business environment on the operations and financial position
of the Company. The future business environment may differ from management's assessment.

21‘: FINANCIAL INSTRUMENTS - RISK MANAGEMENT

As a financial institution, the Qprtlp3j1y is exposed to risks that arise from its use of financial instruments.
This note describes the ,Comﬁam's‘;ii'b"{éctives. policies and processes for managing those risks and the
methods used to measure them. Further guantitative information in respect of these risks is presented
throughout these financial statements.

Financial assets and financial liabilities that are liquid or have a short-term maturity it is assumed that
the carrying amounts approximate to their fair value.

GENERAL OBJECTIVES, POLICIES AND PROCESSES

The management has overall responsibility for the determination of the Company’s risk management
objectives and policies and, whilst retaining ultimate responsibility for them, it has delegated the
authority for designing and operating processes that ensure the effective implementation of the
objectives and policies to the Companies finance function.

The overall objective of the management is to set polices that seek to reduce risks as far as possible
without unduly affecting the Company's competitiveness and flexibility. Further details regarding these
policies are set out below. Threugh its operations, the Company is exposed to the following financial
risks:
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22. FINANCIAL INSTRUMENTS - RISK MANAGEMENT (CONTINUED)
+  Credit risk
»  Liguidity risk
*  Market risk:
- Currency risk

- Interest rate risk

CREDIT RISK

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other
party by failing to discharge an obligation. Exposure to credit risk arises as a result of the lending and
cther transactions with counterparties giving rise to financial assets.

As the Company is providing micro-loans to customers as the core business activity credit risk is of crucial
importance similar to the same sector risk management process. To avoid significant financial damage
caused by this risk the Company uses various methods to identify and manage them effectively.

The Company continuously monitors the performance of individual credit exposures and regularly
reassesses the creditworthiness of its customers. The review is based on updated financial information
of clients obtained by credit staff from monitoring.

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure
to credit nisk at the reporting dates was:

31 December 31 December

Financial assets = 1IN 2018 I 1 S
Cash and cash equiva[erits 5 889 1,275
Loans to customers 349 1,091
Ot_her assets ) \ 812 1677

Total credit risk exposure et 2,050 oy

The Company's credit exposure related to loans to customers is disclosed in Note 15,

Deflnition of default - The Company recognizes default in the followine cases:
- /
W

* Deceaseofaclient 7 , &
e

* Force majeure, when atlient becomes insolvent due to external factors beyond the control

* Arrears >90 days

The definition of default is in line with relevant regulations taking into account the 60 days past due cap
presumption IFRS 9.

The loans for which the Company recognizes default are credit-impaired loans.

Significant increase in credit risk - When determining whether the risk of default on a financial
instrument has increased significantly since initial recognition, 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
including forward-looking information.

The guantitative information is a primary indicator of significant increase in credit risk and is based on
the change in lifetime PD by comparing:
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22. FINANCIAL INSTRUMENTS - RISK MANAGEMENT (CONTINUED)

* the remaining lifetime PD at the reporting date; with

* the remaining lifetime PD for this point in time that was estimated based on facts and
circumstances at the time of initial recognition of the exposure.

As a backstop, the Company considers that a significant increase in credit risk occurs no later than when
an asset is more than 30 days past due.

The Company monitors the effectiveness of the criteria used to identify significant increases in credit
risk by regular reviews to confirm that:

* The criteria are capable of identifying significant increases in credit risk before an exposure is
in default;

* The criteria do not align with the point in time when an asset becomes 30 days past due; and

« There 1s no unwarranted volatility in loss allowance frem transfers between 12-months PD
(probability of default) and lifetime PD.

Incorporation of forward-looking information - The Company incorporates forward-looking information
into both its assessment of whether the credit risk of an instrument has increased significantly since its
initial recognition and its measurement of ECL (expected credit loss).

Measurement of ECL - The key inputs into the measurement of ECL are the term structure of the
following variables:

* Probability of default (PD);
* Loss given default (LGD);
* Exposure at default (EAD).

These parameters are generally derived from internally developed statistical models and other historical
data. They are adjusted to reflect forwar d-looking information as described above.

- Probability of default (PD)
PD estimates are estimates at a certain date, which are calculated based on statistical rating models.
PDs‘are estimated considering the contractual maturities of exposures and estimated prepayment rates.
PDs are calculated based on ronej,-yearff_laverage and lifetime PDs are derived by extrapolating using
migration matrices. o A E

.?k.[

- Loss given default (LGD)

LGD is the magnitude of the likely loss if theré is a default. The Company estimates LGD parameters
based on the history of recovery rates of claims against defaulted counterparties. The LGD model
considers cash recoveries only.

LGD is calculated on a discounted cash flow basis using the effective interest rate as the discounting
factor.

- Exposure at default (EAD)

EAD represents the expected exposure in the event of default. The Company derives the EAD from the
current exposure to the counterparty and potential changes to the current amount allowed under the
contract including amortisation. The EAD of a financial assel is its gross carrying amount,
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22, FINANCIAL INSTRUMENTS - RISK MANAGEMENT (CONTIMUED)
LIQUIDITY RISK

Liquidity risk refers to the availability of sufficient funds to meet loan repayments and other financial
commitments associated with financial instruments as they actually fall due.

In order to manage liquidity risk, the Company performs regular monitoring of future expected cash
flows, which is a part of assets/liabilities management process. An analysis of the liquidity and interest
rate risks is presented in the following tables. The presentation below is based upon the information
provided by key management personnel of the Company.liquidity of financial liabilities as at 31
December 2018 can be presented as follows:

Financial liabilities Up to 3 months Total
Other lmhﬂﬂe_s'_ ______ 0 21,691 21,691
Total financial liabilities 21,691 21,691

"Other liabilities up to three months are basically comprised by the amounts upon request. However, as
described in Note 2, Parent company has agreed not to recall amounts in a manner that would threaten
the Liquidity and future operations of the Company.

Liquidity of financial liabilities as at 31 December 2017 can be presented as follows:

Upto 3 3 months to
Financial liabilities months 1 year Total
_ Borrowings =B )] 503 ) 503
Total interest bearing financial liabilities 503 - 503
__Otherlisbilities” . e 20551 854 21,405
Total financial liabilities 21,054 854 21,908

MARKET RISK

Market risk is the risk that the fair value of a financial instrument will decrease because of changes
in market factors. Market risk arises from the Company's use of interest bearing and fareign currency
financial instruments. It is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates (currency risk) and interest rates (interest rate
risk).

- CURRENCY RISK

Currzncy risk is defined as the risk that the value of a financial instrument will fluctuate due to changes
in foreign exchange rates. The Company is exppsed to the effects of fluctuations in the prevailing foreign
currency exchange rates on its financi%l position and cash flows.

The Company's exposure to fBreign qir’;'.ge@c.y exchange rate risk as at 31 December 2018 is presented in
the table below: # y e

Financial assets o E e GEL  USD  EUR  RUR
Cash and cash equivalents 889 - -
Loans to customers 349 - -

___Other assets e L 5 - 462 - ...303 47
Total financial assets B _ 1,700 2 303 47
Financial liabilities ok el " : . .

Other liabilities i 20,144 0 11 1;5360 0
Total financial liabilities = 20,144 1,83 000 -
‘Open balance sheet position s | (Baddy. 11 (L 47
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22. FINANCIAL INSTRUMENTS - RISK MANAGEMENT (CONTINUED)

The Company’s exposure to foreign currency exchange rate risk as at 31 December 2017 is presented in
the table below:

_Financial assets : e GEL  Uusb EUR _RUR

Cash and cash equivalents 1;24% - -

Loans to customers 1,091 - -

Other assets =~ " Dl e VI R (RS - WURS -
Total financial assets eenrlal Ve o % R .
Financial liabilities LR Y 4 e

Borrowings - 503

___Other liabilities _ ' 20,593 812 r
_Total financial liabilities i i EOBRY L s =
Open balance sheet position (17,384) 7 (645) 157

The following table details the Company’s sensitivity to a 20% increase and decrease in the foreign
Currency exchange rates against GEL and represents management's assessment of the possible change in
foreign currency exchange rates. The sensitivity analysis includes only outstanding foreign currency
denominated monetary items and adjusts their translation at the end of the year for a 20% change in
foreign currency rates. Impact on the statement of comprehensive income and equity based on financial
instrument values as at 31 December 2018 and 2017 can be presented as follows:

(GEL/USD) (GEL/EUR) (GEL/RUR)
Sensitivity of the fluctuation of
the market exchange rates %0_18_ 2.9” 2018.________.. 2017_ 231.8 i 2?17
20% increase 2 1 (247) {129} Q9 3
20% deu?ase (2) (1) 247 129 (9) (31)

The analysis assumes that all other variables, in particular interest rates, remain constant.

- INTEREST RATE RISK

Interest rate risk arises from potential changes in market interest rates that can adversely affect the fair
valuses of the financial assets and liabilities of the Company. This risk can arise from maturity mismatches
of assets and liabilities, as well as frQin the re-pricing characteristics of such assets and liabilities.

The Company's all interest-Bearing a;§§.e},s and liabilities are at fixed interest rates, therefore market
interest rate fluctuations do got affect the Company's income or expenses.

The information about maturities of interest bearing financial liabilities is given in liquidity risk
quantitative disclosures above.

2Z2. MANAGEMENT OF CAPITAL
The Company's objectives when maintaining capital are:
* Tosafeguard the Company's ability to continue as a going concern, so that it can continue to operate
sufficiently; and
* To provide an adequate return to shareholders.

The Company sets the amount of capital it requires in proportion to risk. The Company manages its
capital structure and makes adjustments to it in the light of changes in economic conditions and the rick
characteristics of the underlying assets.

In order to maintain or adjust the capital structure. the Company may adjust the amount of dividends

paid tn ‘-h?ll'r“'hf'\[df‘!’- ratirn ranitsl ta charsbaldace e -t



.

TWINO LLC

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2018

{Thousands of Georglaorkasty . - B e e Lo e L

23. TRANSACTIONS WITH RELATED PARTIES

Related parties or transactions with related parties, as defined by IAS 24 “Related party disclosures",
could be one or more of the followings:

a) Parties that directly, or indirectly through one or more intermediaries: control, or are controlled
by, ar are under common control with, the Company (this includes parents, subsidiaries and fellow
subsidiaries); have an interest in the Company that gives then significant influence over the
Company; and that have Jjoint control over the Company;

b) Members of key management personnel of the Company or its parent:
¢) Close members of the family of any individuals referred to in (a) or (b):

d) Parties that are entities controlled, jointly controlled or significantly influenced by, or for which
significant voting power in such entity resides with, directly or indirectly, any individual referred
toin (c) or (b):

In considering each possible related party relationship, attention is directed to the substance of the
relationship, and not merely the legal form. Details of transactions between The Company and other
related parties are disclosed below.

Related party balances and transactions as and for the year ended 31 December 2018:

Entity under Key management

¥ i”a_."EE'.a'_S..P.?F‘?.T.‘?lt_EEP_‘??QFJ_“ ...... . Shareholders ¢ P_”!E’?_EPEFF&___R?E%Q?!_.
Statement of financial position
Other assets 60 321
Other liabilities 21,584

Statement of comprehensive income

Fee income an management of loans 1,593
Other income, net 26 275 -
Operating expenses (459) - (132)

Related party balances and transactions as and for the year ended 31 December 2017:

Entity under Other Key
common related  management

F_ingngig_l_Sta;emgnt_gap_t_ion paclol 4 Ef}areho_ldgrs control - purtles __personnel
Statement of financial position _

Other assets ¥ \: 1 160 775 =

Other liabilities S 20,104 : 1,097
Statement of comprehensive income

Finance costs p (846)

Fee income on management of loans 4,569

Other income, net 75 1.854 ' :

Operating expenses {430) - - (281)
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24. EVENTS SUBSEQUENT TO THE REPORTING DATE
CHANGES IN GEORGIAN LEGISLATION

According to the Order #281/04 Of the President of the National Bank of Georgia new regulations came
into force from 1 January 2019. Due to the new regulations the Company is not permitted to grant loans
without analysing the solvency of customer. The purpose of new regulation is to ensure stable and
sustainable operation of the financial system of Georgia and to encourage healthy lending,

CHANGES IN ISSUED PRODUCT

Starting from 1 January 2019 the Company ceased issuing online short term loans and grants online
leaseback credits between GEL50 GEL1 000 for individual repayment period of 30 days. Such loans are
collateralised by cell phones with market value in range of granted loan. Lease service fee is 3.38% per
month (50% APR+VAT).
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2O

©ogo)brgdob ywibes

® 256Lbgsgndgdo bednewmengdob @s badsbHm g30bb BmMob

® batiggdn, Mmdmgdog o6 v3ogdomEgds 93mBmdo 396 Logdosbmdals

*25@abdbaEdo, Hmigrgdog 56 ) 33380M@gds g3mbmdogn® Laddosbedsl

o mosbim Gofimegds o Lahumdmgdo

& GomBmdapgiienmdnmo bafxdo erododndby dogans

Lago@ababa@m bobdgdob L3gaogyo, 37960 babosoals aooseobfioBgdom, 6 aOLgdmBL 3abLbgsgads Lagstonggemmdo. GgaabdHadgdamo
3mB3s60gdnb sghnggdoby s 350@BYE@IdBOL SQMOEbZOL OMIBdIEIROLS ©d Logsoabobaem dabgdl Bmmob, Mg dgndgrads
258m0§jg0mb 5335 RE0 bags@sbisba@m 5P IBIBOL FIEIZIEIOTIEO LogaEsbvba@m 3dBHoggdo.

3. 3608369mmgsbo LysEMmOEbgm meradngol ByxsB9ds (3op®Agergds) bydgdmbogerm gaababaol goms, 23L3bxRO Lagye@adaere
5005690 bogbs 8mzangbydob @s@amdabmsbagy. Lagsengdyiere dmaeabyen smob @mBobdagos, MmBgerog 0fzggl gasbabamob
25©3bEOb GoEEABMEGRBL. BOHEILIBIEIO a30moma@nds bydsmomggemb 3>bmbagdermdab BLadsdobo.

Ls3Gmagbdm Bndmbagsero @ bafxgdol  SEosMgds. aobsBlryGo  sfBnzomsb  Bopgdyieo  GobBaBLYMO g8mbagagro (3mdobol
096305035300bmZL,A3Esg5EgdOL  bagdLymaby @ XSO0BROL Bsmgerom) s@os®IRdrIEed, GMEILYG sGbgdmBdL serdsmmbs, Gmd
930608037960 Bsgsmgdol Ggdmnbges 3madsbosdo ©> BBmbisgerob mgbeds 3godagds beodgrm 3gaabrgl.
99dEnO0 bdGnegbdn gsbizggeo- seab be3GmEgBAM 39633390, Mol BobgEgomsE BLEIRdS gpsbiosgangdyyeo bsdmdsgem
a0 BgBadebgdo (Bsar Bmmob yggers REsbeoero 36 Boagdumo bygmdabom MmmBgerog famBmaagbl 9839ddamo La3eminbtim
5653300000, gac0agdol bafxgdol s bbgs 3mdngdobs oY) asbosgendol pebrymager Bafoerb) Lgbbob oBLGMYBGL Bmddgogdol
Bmbsembye 35380, 36 (LaJommgdolb 8gdmbgggsto) dmaarglo 3gMomob aaBBsgemdsBo, LBy 6 spMdgeEgds fdabes
306M39a50 Sa0afgds. 36 (Lyommgdal Bgdmbgggsdo) dmyerg 3gMom@do.
85l B0y, Bog BoBBLYEO sgdogo o6 Bbgsgbo @obsBLymo 59(H0gaRoL Kanae Rsdefiamomos Ren@sbrcdalb Badawab dgmyps,
0063BLMmO  ByBmbagacn  dENMYBdYIEos  LaIMMEIBGHM 39B5339000L  398mygBgdoom, GMmBgog FeBmagghyds Bmdsgoem@o  gensEo
65 39@000b g3ab@s JegdOo.

~ bsGndob S@osMgds
baGRIBO SROsMIRTINs Ymawollndagye 2Bpndagosdo, oxgh b geBmfggneos 8mBsgaan g3mbmBngnmo dmygdol Bgdgomgdoom,
HOBNMOE ©33538069vEs sddngob B98aamgdabonb 56 o ERErgdol Bslimst, Mndgerng Bgndergds bsodjome Angabogb.
bt gd0 EuymaBodEng sQosmEYbs BMpsEO f}gﬂr‘x’bogq’:_fgb ﬁﬁaarﬁnabg?ﬁﬁn‘ oy batnedo swat 0figgab dmdagsen gymbmdogn® mpdsl,
5B oy Bmbagocn n3mbmdngamo Bmygds 56 s3@gmaoengdl 56 Gohgmaduycrns duemabliob sgdegdo sdogol seoatgdol dnmbmgbgdol
(CRIRR TeRTTRTTe I A T .
BHm3gMIGOM 0RO
baosg gmB3sbos oxamob bgedyymrengdom SOl Ao 6Y,Odgog 3MJBOZIWE 6 0ol LM ;g yagms Mobgl ©s
LGB ©835380MRREn BgorsGOb Ly3EMIBOL ma3aengbabionsb 3mB3sBoob dodamo. baoxsmM 35@sbabgEdeb dnwosbo faogmo
3bbs 0BsdMsE S0Lsbgds Ampgdsls > BB oxsMol 3sEob 336853mds80. oMol 35@s ML RaydBgdgero dgMnmED,
Bedeobmgobsg dnmxsmg @e39380Mw@s 33Bngh 0xHom Jobgdslionsh nMma. ©BsHIdNm J0GHMdYRME, Gobogobsg gaddomaggdgenl
593 Bnbsdangdarmds gespmdgml sd030b a¢mzgde.
056538GMBEngdOL byegdligdo @s bbgs Lamagdergdo
bgaasligho, 3MgBogdo @a SMIPEPEO Latpgdgmo omogbgds 0d figeb, Hmdgerdog 056:88GMBEgdo Blsdadols dmdbsbrmodeb wiiozgh
Jmddstosb,
BergangBgdo Lasbiaode myGogol gdepmd
Bogangbndo Lasbsthodm mamorob d98mgy ©s Bmgangbindo s0bsBlryHo sbrsmBagdol @sEBINEIROL matnEsdEg,mmamgdog @adadpdom
obgm@Bagosh  p3sfigesh  3mB3sBool mgobol  gobsblmdo  3Bpatodagdolb  Bgbabgd, Foedmpgbomos  530Bablie

é\/\ﬁ/' EAs s



.?;/ ~h08p0380.8mgegbgdo Lasbpa®nBm  mseMoQol B90ga.ao3wgbol  o® sboghl  3mB3sbool aobablvm® BopmBamgmdaty

Ué?baaﬁm'ammaﬁn@nbamgnb,ﬂgﬁoﬁgﬁgb’ﬁn ao8cdgoybodeos a0B56bw@0 SBamndagbsbicsb ghms, © 898 Bsbaengddog.
3. B60BgBEm360 LaseeAEbgm 3nEoddob Byxsdgds (35M3)gd)

mabe®o gocrhob 25@amoEbgy.

anbBaBLyye sBpaM0dy0de80 Yebogro dubargdo apbogds 30M3GEaEN JebBmdo mmo astnBml gocnyghol aotdoynbdoom, mmdgedos
JmB3s60> Beagdgodl (93mbdgombacny®o Qo). gobablmo SBpsmodagds Famdnoagbowras Jotonmen @oMdn (ato) Aednamogg smob
abdaomeo o fsmbawagho 3o Ide amd3sBool gobsblyy® sBgamobygdado,

oyEmsO  dHnggdo @S 33EPEIOYIEHdYBO amoEbgds  3mB3sbool grbjaombagon® aseoeéato bagamaggamb gHemabeo Bob 3ol
MOOEOEN0 FIEZLODO JObom.

dmpgds @ Botool  FoE3EOmo JEbol Lbgamds, Fomdmddbogro 2M0RgB900L Blirmerndol @Mmb, BHEeEo 59ngndolb @
qaancndeegagdob abdanumn geeéedo MANEONDIOO FIEZLONO Jmboam pocossbpsndgds EOENLENYINN. FOEFLNOMO Jeloom
fanab Besgrmbamgol, s0babyds Berweno Ggdmbagarnl sbyat dgnoato

Jandeem dmggdoe gbtogrdo dmagdyeros Lagotionggenmb nimgboero B3630L B0g® LM FPEZLOT0 Jriebgdo 2018 feoob @s 2017
femob 31 gagddenl Rsmgeoom:

589/emaho 93O/ 560
AOEE000 gBbo 2018 ferob 3l
©9390860b GEymBsmymdoom 2.6766 3.0701
2IEROMO J7)ALO 2017 fieoob 31 398060k Aoamsmymdom 25922 3.1044

4, 360d0gaKo saioabgol Bygsbigddo @ ablxgdo-

JmB3s60> 5390900 3MIZIIL B9a0bigdgdls @ 35M5@gdL BmBsgomomsb @d3e3d0mgdom .@sbaghs @3 pebafgbo G-yofogae Epds

obBHMOOEOM,ZHINFEOEYOOLS ©° Lbgs aydBmegdol a90033¢robfiobgdom, 8o BeGob mBsgaero Bmgergbgdob Beemmgonbadob Raoggrom

MmBengdog, bogsMYIM, amboggeo ogbgds od 3060880, badmBsgeree, @dgHmdEOZO 39aMEEROEIdS B90derpd> aBubgaEgdeEt

58 Gga@sbgdgoobs ©s gatanyEgBoLysb. Fgesbdgdo s 3560, Hmdegddsg 8godergds gedmofigomb Beopbm gobdlbao oot

a968sgeedsBo sghnggdob @ goegdEgdydob Ladaenablim @amadrengdol ooy 3mtgdBomgds. 29Bbogreemns dagbmao.

Bmacmol s65BRoHYds BmbxrmEbiy LIZMIRAG™ ©369 356300 DY.

dagbem dmggBuyeos dofoma@o 8napbgdgdo, Omdegdog daboxdnbds addmoyghs 3md3abool Les@@mopbgm dmeeodogob ax0myBgdob

Jempgbdo @ Medengddag Y39y BB0dgbgermgebo gogeghs deasbioobgl LyegbgHZM Bathognby Lglbob 253000L Bmbagombye

TBatragny: -

Bogarolibdggo sendsommds: PD BomBmaopgbb mBomsgmgl 3608569@mdal ECL.PD- ob aobmdgsdo, LygIMYEM o0l 3EdEoEgdoL

ed30yd0b g6, Gl 296G BmoEdaL obgmenol dmBaggdgdl, 35M>99gdL @S Bndsgero 30Mmtd7d0L dnemnobb.

LGD §otdmacopgbb Bagrerobbdggo Bamaemol Bazsbgdsl @s giysmyds b8y gdsl BEnsEO Labliegdob B35gdLs @s G50 B0l

H@Beob Bongdsb 3MIEOGMHO NEnmMEYoD.

5. basemoabgm 3neohngsto (33Er0gddob 990008000,

3mB3s6058 Boogem Fabb (IFRS 9)os a3obb (IFRS 15) gpti@adagoo matoeom, 2018 Ferob 1 0s6300@sh. 3mB356050 goafiygodd G SO

gOGHEny B9@amgdocn Beabs3gdgdo @bl 9-ab @s gpbl 15-0b Bo@adobsb,Mayeb BaoEgdgdo 56 20bdbds fioba faral @sbamhyb

a0bsBlym ABysmodggdato. O 8ntog. 0 @aEoengdydab @330 #dEbmOEOIES 053©>30MZIT0 aobagbawob egb (9.0. 2018

fierob 1 0sbgatn) @ sEostigdmaos bafgbegdm godadhoenol Badongddo.

3m035B0sL 3 FOIIMGO0S @500 BLfimMgds gsbl (IFRS) Bobagda Mot aboew BoBEMAIBL 56 dmygbgbnsm 8b083b6gemmaabo
" Bgpeaangbs bafiyobo 2530¢d@0b Byl B58mgd%g, bexgam 3ol ( IFRS) 15-0b Bogdsd, Bonsbemdsdo, 101 @smob Baopobs.

6. 3gHOMEOYIO SOEHIBOL 3H0M@O 2 /

LaFomegdol dndonbgggedo, gaamnoﬁgaﬁm'ﬁ,gb :agbabi?ﬂnbn BoRanBodergdo,  Gedgdos ndobggas  Bodonbamy ool oebbgdol

3mnbgbaEosl. byensbsgrn J@abogagaaoab A0 lamaa

FomBmgnbowros Oogm fomdngpgboo 1

31-o3-2017-0b byanshaero JEsbogodes 31 -ogaHdnmo-2017
Finanacila— b 3mbogoob Fomfamob aabEbagds

bbgs adnagdo 1,183 (125) 1,688

bbgs 3oanEadYIEgdIR0 22,701 (125) 22,576

7.3065Bb¢M0 BgdmbiagyEo ao@0bryMgdol Boggdsdw)

a30B65BLegho Bydmbagsceo fommodgs: 2018 figrob 201 7 fHanosb

Foda 36mEghhn, HmBgog Bg0dobs dmdgds 3ma3s60a 4.015 5.825-@sb

KR 5608900 @ LygmBobom 5 31

Bonasbio oBaBlymo Bgdmbagsero 4.0205.856
Lagzobablie batixgBo fomBmodgs:

Lubgda ©339380MBYE0 Bbsmggdobpsb (846)




TR g

[T hgdo bbgs bsggnBablie @sfiglgderergdnsb (21) (41)
3630060 00BELHGO QoMgdrangds (21) (887)
2v9933brMaBOL Bas@ob sB5BEsm@BsEEY Lsbodmgdab fdobos dgdmbisgsgrn 3.99 4.969
Blagmogwndm By gbdob Bgdmbogaco.
JmB35605 Absel vmIg@b BBy 3mB3sBosk odom, Mmd Bxtcogh F8mdgerms 3mddsbosb peagdviere Lybbgdo. 58 LyjdnsbmdoEsh
doggdegenn ByBmbagseo s@osmgdyieros, Gogmeg Ggdmbagsgo Lgbbolb x®ogol Lagpbv@mabpsb. gmddsbool dgbgxdgbdo sg3abgdl
8B 8g6HOL LsgsbYML, ABLIBEIMVIEO BEGHLIEO 3MHYPosby EIYHEEMBN, Afgreo mzgorMe bafMxgdob 20% -b.
9. s STy e STy [ ey (e Lbbol 2940EIOEL,
fidobaos 2018 20072
aobiayogon g3sbo 1,382 1,705
aoyo@andob doeosto ggabio 1,382 1,705
206300 bgbbgdob doerosto msbbs (10,444) (16,783)
25040@a 9,905 15,457 Lgbbgdbg aebefogrgdrero msbbs
39B 3630 bybbgdob fobcs omgdmegds (539) (1,326)
aoepbmademmo bybbgdol gemddgds 843 379
10.250533w0b goEaes / (Bamown), Baq)

2018 201 Lapgofgm  asa3eob
dmdshgds 941 3511
Ebew®o gaadol Badagro (1,379) (2,188)
Lagasanvgdim Bmggds / (Badoagno), faobos (438) 1,363
11. bbga Bgdmbiagaero, fdobos
= 2018 2017
bbgs 8gdmbsgago
doren-ggBmolis @s 3Gmddnb gabgomstgaol bgMgoLgdo * 262 1.854
Lbgo 90 90
352 1,944
352 1,944
bbgs oo
Joa-aobdmobs @ 3hmEudBob gebzomsmgdob bgmgolgdo * (231) (1,696)
bbgs (52) (228)
(283) (1,924)
Lbgs bty ndo 69 20

* Joaan-3aBBHmobs ©d 36mEtndob asBzomsmgdol LyMmzobgdob Bydnbsgswn Famdmaagbl 08 msBbgdl, HmBergdog JegddOMbrn ©s
badgeongamber  3mBrBogaaogdom, sbgag 3gdbantgdnos @ @ogdmboreo dmdbabymydom wBfmbggaymab gegddmHnbaemo @
Ladygernambe  bygmdmBogagom  8mBbsbymgdgdol  Bofimegosl  cvbgool  ggogmagosdo  ©» gobabgodo, dobo  Bgoemdoemo
3:m83360980begol, EmBagdog yoosh Simikar 3hn@ndgoeb Grbgmdo. gmoMEs (eZaem, ru/ Moneza.ru) s yatisbgomo (Zing kz.)
12.39MoE0vero bafxgdo

2018 2017___ 3g@bmboanob batyndo * (1,192)

(2,606)

b gmBlwen@sgom bafyxgdo (620) (696)

bafingeradm batyndo (537) (945) s /

bagMmogadm MHgodobaob Losagbdem gdbabymgds 1&93&9*3&1)‘{225) (244)

JMO94HOMdS @ s8mEENByEos (206) (199) Y VA

bgbbob so@Eagbol dmdbsbmmgdol bagabemo * 1208) (981)

Jmdebiogagoob bamygdn (72) (70) 7

Jotagugds (59) (373)

Loggeabihm batixgdo (36) (177) 7

Lbgs (179) (382)
(3,329) (6,673)

* LagsMmgaamb Lsdmgsensdm gmgduBo asBbmmrnyegdnmo E3Eagdgdalb byardzgerdy (BoguoBseryto gaaddmmo LadtmEgbdm
asB5339000b Bgdamgds), 2017 ferowsb @agogdboos Lgbbgdob gapgiol 3sbs3ggma 860836nmmgsabo gstbs, Modsy gadmofjgos Babo
M3gMmy30gd0nl Bgdgnmgds @ Bgbsdadnbae Gypames 3ghbmBaeral @s 3gMbmbarab batxgdo.

** 2018 ferob basbas®odm ol gebdsgenmdadn, 3m33sbns GEINGHE YOS FIWRPIEIFOTYIOILO 3mm@oyeol o dmgrenmds
Bqbsdg 30M9B, Mudag gsBEoms bybbob gammzg_OL LagLYIRMLE ©s3FFOMIELENO bIMXHOO.

13, foBslifsto g3sbeowo dokab bsgabo

2016 ferob dmermb 3m8356008 gpdagl sboe mEobdo oEsbaensl, s8o¢md 856 byeo Bemsfines byeBaamumendsb Ll Expo Georgla— bowb @
33@o0bad 7 0930 Boalban, bygen 597 @ismo. 2017 fierob Lags®mggarmb 356mbapgdemdsdo 8608369emgsbo paarogrgdgdob 9d@ap.
Lasbpotodm fganb (Bsduodsenmo gagddma Lad®magbdm pobs 339000b  100% -8cog Bgdpotingds), 3mddsbosd pawsbioas badmdsgenm



— ™

T 0890b @5 gs@ognds pssbbas “@tim @o@ m@obdo.sdslomsb, gs@smbomo oxsMs o6 9d390nosMgdmgs smaghsl @
wir08@gabgenmad 8oom go@afiyzgtoegds mabbob, Hmymms badyob, sQosmgdom, ldwemymaowo Bgdmbsgaol s6asmodygdsdo.

14.Cash and cash equivalents 31 cogy08dgto 31 @yy98dgeo
| 2018 2017
¥, Bagquo gyogro Bs63do 523 682
{ Baggoo gpmano msbbodhoom 366 593
r amanao babb®gdo s gumems@o g330350g6GH)d0 889 1,275

* BMBBo@ol sboo g bablfmgan Bgopgds dmabdamgdenolpsh 8owgdmamo gumamo babbmgdobash, Gmamol Lsdrswgdomsg
GMabL3mMGOMEYds 3mB3sbos Bndfimogdarab dngm.

353 oo Baafo 933033¢m96¢39d0b asbafomgds qoemvdonm stob Bakggbgdo 22 — g RsBaondn,

15. 3eogbodhyg aoandvero bgbbgdo

31 g3gBdgHo 31 g3pddgm0
2018 2017
bnbbgdo dmdbdsmndamb 1,387 9,385
oM0Ebeemn by gmdobom & 11
bgbbgdn dmdbdsmgdengdobmgol gemaslv@gdstcos 1,387 9,396
By 3a0gd0: Ggdogsbndenmdol Bamagnol sbaboammgds (1.038) (8.305)
dorrnsbo Lgbbgdo Bmabdamgdengdty 349 1,091

2015 fierob spgobtymdo 3m33s60s8 @amBmdol byedgamyergds gasam®ds Gdmdger 3ma3sbosbmsb, GmBwmol bagwdage s moomgran
3230900 bglbo mgEs3oMzgeeE FoEsgYn@s SIA Twino- b. bgbbgdo, GmBgemmag sdze 30 gy 8g¢o bbob gsqs, sBabeammgdab
3mB3sB0ab Ladstonennsbo momgdrergdom. Lsdmnggb@m dgdmbsguob govmasbymgds sEos@gdmaos 85806, Gmybsg bsgsMavmms, Gl
03mbmBogrmo Ggmegomgdo 898mgs 3ma33sbosBn s Bydmbaganol m@gbods Ggndargds bsnBgom@ Ggaebiagl, s3MaEnGEMgdmEo
bagmdobom gMhege@gds 8bmgrmEsmdndols bygdgyeragdadey poandae bgbbgdby, sdodmd 58 babbgdy Ladmmegbim Bg8mbagseo
SQOsMgSmeros. ol @amnibas.

O90gy  pbMowdo  Bmggdymos  obgm®mBsgos  aesbsbeymo JPgoodob Ggbabgd, 2018 ferob 31 @i 2017 flevob

©)3039AL: 2018 2017__
d08obstiy s 31 ugby Bagurgdo geopsmagorgdom = £
31-¢0ab 60 comndmy 35WaRdEIENEBIEO 115 337
60 by 890 Fa@agaEaEoEHda 1,272 9,015
dogroobo bgbbgdo Bmabiamgbenndy 1,387 9.396
B 3emgd0: 9gdoysbgdamdol Bamsgol sBaboam®mnds (1,038) (8,305)
{006s bgbbgdo Bmdbdstindangdby 2 / 349 1,091
Ligbbols aaﬂﬂ:;l_ﬁfjﬁg&'ﬁb el s 3ommdnddo dmdFomby
Bo0gp0s: bt e e VAR 2017
Bsdono ferob @absfjyobdo 8,305 10,313
Hemol gab8sgemmdato s@0sMgduemo asmaabagmgdol Batseo ; 2,639 18,097
2504005 bgbbol 3mmEegemo (9,906) (20,105)
By fanols dragnmb 1,038 8,305
16. bbgs adhogndo 31 og3nBdgmo 31 ygnddgmo
2018 2017
bbas g30bablbvmo sdthnggdo
@H30sbnds Fogo@Enn gomepbyymgdmera bybbgdobogols 437 665
l dmen-3nb@mobs @a 3MmEyddob asbgomamgdob bymgolndo 269 775
88mdgano gmd3sbos 60 160
Lbgs 46 77

LN i



2 812 1,677
s65530636Lm@0 Lbgs adhoggdo
FoBabfato ao@abas 50 11
by bbgs 5ghnggoo 862 1,688
17. Jebigds 5 S@MHgoemds
3Mma30wtoMIdOE abbgs Gadbogmmo S FHZoEmdy 3ZIRO

QoMo . 5880
2016 §emals 31 ggnddgmo 893 304 1,197
Cosdahndnoo 55 - 55
25635035 (173) (141) (314)
At 31 december 2017 775 163 938
Additions 1 - 1
Disposals (93) - (93)
2018 fiamob
31 yagBdgmo 683 163 846
@MMZOCI0 (33J0W
2016 ferob 31 g308d960 (168) (71) (239)
SBmGEOBE00L bLagsbymo (142) (45) (187
29635630 61 4 105
2017 Herab 31 g3nddgHo (249) (72) (321)
sdmmBnbagoab baggsbrymo (158) (35) (193)
2963561335 51 - 51
2018 famob 31 @gy0869610 (356) (107) (463)
ffonbeos @ompdryergds
2017 Henob 31 gagddgdo 526 91 617

2018 fierob 31 @n308d9H0 327 56 383

18.Borrowings 31 december 2017

goedy  LadMmagbdm pdbsggzgmo @oMoEbYIEo @
bbbgdol 36mEgbGho
5335380000 Gbamob bybbgdo EUR 12% ON DEMND 500 3
500 3

Lemem Babigbbgdo

bobbob  5@gdNL 3L goHdo, Gebgerog  edndeobamymdl
B5,350900l6 338mf3grIEn0 GEEOEIRYBO W @M B3LORIBO, Fgadd

@sa30BaBLABOL  Laddasbmdado,  dso doob,  opmemao bsbbdgdol
1905 Godeopgboa ogbsb Bydgan baboo:

s

2018 2017
“Hiemob @sbsfyobdo 503 16,292
By veral Bagamo = - (15,898)
mbagm B> JoR0:36OmE 6GOL @aGoEbys 3gmomdo ¥ 2] 887
mMEbmvHo goaGob Byegagoo LA (24) (824)
bbgo Lk ’ (500) 46
58537 fierol dmenmb g 503
19,335 goerEodrIngd)do 31 ©g39ddgM0 31 @g3dyo
2018 2017

bbad 30sbsBLwMO gaeEBEgBIRo
88mdgaro 3mddsbos 21,584 20,104

25bsbEgEgdo FoYoEYEo Lnbbgdol g * - 1,126

Other 107 175
Aoeosbo g0bsBlir®o bbgs 3OO0

21,691 21,405



e

'saagnﬁaﬁbgﬁn Lbgs g5ar@adueegdgdndongdren gosbba@gdo 956 1,075
bbgs 109 96
[ by bbgs grencogdnegdgdo 22,756 22,756

* 2015 feob 5 5p30bthmEsb  3mB3s60s, MMAgarag LIl (Yob) yagas @530 R3EYdner bbbl 83mdgero 3m83s600L 3eogbigd.
308356058 Bgagasbs, adddgal vy 3Ms 3MB3s6058 86083BYErMm3sBo MObGdO > LafBYEn, BMBLBNL 3m83s60580 Lgbbydob ps@sgndol
B0y, 38356058 53365, M8 Bobo MELIo FdEZOEs Fdmdger 3mB3s60580. 3MB3sB0 B HBNL ERL. Lgubob psbafocgdol ey,
9bsdn 3omgdobengol bgbbgdo sMob @sgs@P_OL MsmoEo. Lgbbgdal a9B5B0engdol b, 8gbsdy Bbadab Lybbgdob Jasbogognmgds bagds,
boenm  3mB3s600l Boffoengdby  gamsbsfioergdrmo  Lgbbgdo swostgda@os. 23539 @MML. @a3aEgdol Brlabgd  byenBga@yeegdol
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|,Notary,Giorgi Lomashvili in my notary bureau ,residing at: Thilisi, Mtkvari street 6,first floor N1a, certify realness of signature,that
made by translator Natia Lagvilava (birthed in: 15.03.1982w  Thilisi, P/N 19001011521 Certificate #0730,, issued Univers
Knowledge Academy ,,UNIKO,, , on October 22, 2015, tel: +995 591 60 11 12 )identification of signature is defined ,capacity ar

realness of will's express is checked.
| explained about the responsibility of wrong translation. Translator confirmed with my presence,

Georgian languages, translation is correct and has signed on translation with my presence.
Is payed val ccording to government of Georgia 29.12.2011y #507 resolution “about making notary acts and defined values |
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