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INDEPENDENT AUDITORS’ REPORT

To the Owners and Management of JSC MFO LAZIKA CAPITAL
Opinion

We have audited the financial statements of JSC MFO LAZIKA CAPITAL, (hereinafter - the Organisation) which
comprise the statement of financial position as at 31 December 2022, and the statements of comprehensive
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, the accompanying financial statements present fairly, in all material respects, the financial
position of the Organisation as at 31 December 2022, and its financial performance and its cash flows for the
year then ended in accordance with International Financial Reporting Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under
those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Organisation 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 these requirements and the IESBA Code.

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

Responsibilities of Management and 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 Organisation’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 Organisation or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Organisation’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 is a high level of assurance but is not a guarantee that an audit conducted in
accordance with I1SAs will always detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.

BDO Audit LLC, a Georgian limited liability company (ID 205145403), is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the
international BDO network of independent member firms.
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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
Organisation’s internal control.

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

Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the Organisation’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 Organisation to cease to continue as a going 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.

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:

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

Thilisi, Georgia

11 May 2023
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL
STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December 2022
(In thousands of Georgian Lari)

Note 2022 2021
Interest income . 5 16,774 15,753
Interest expense 5 (5,220) (4,610)
Net interest income before impairment 11,554 11,143
Loan impairment charge 1 (688) (576)
Net interest income 10,866 10,567
Fee and commission income 432 453
Penalties and fines including other income 6 661 830
Fair value change of swap contracts 15 (9,868) (6,191)
Salaries and other employee benefits 7 (4,563) (4,751)
Other operating expenses 8 (1,388) (1,243)
Depreciation and amortization (919) (931)
Net gain on foreign exchange operations _ 5,522 2,254
Profit before income tax 743 988
Income tax expense 9 (320) 61
Total comprehensive income for the year 423 1,049

The financial statements for the year ended 31 December 2022 were approved on behalf of the management on 11
May 2023 by:

e

Mhengelia

Financial Director ™M Irakli Kurashvili
7T

General Director

The notes on pages 9-44 form an integral part of these financial statements.
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Financial Director Irakli Kurashvili

The notes on pages 9-44 form an integral part of these financial statements.
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL
STATEMENT OF FINANCIAL POSITION
As at 31 December 2022

(In thousands of Georgian Lari)

Assets
Cash and cash equivalents
Loans to customers
Financial assets at fair value through profit or loss
Other assets
Intangible assets
Right-of-use assets
Property and equipment
Deferred income tax asset
Total assets

Liabilities
Borrowings
Financial liabilities at fair value through profit or loss
Lease liabilities
Other liabilities
Deferred income tax liability
Total liabilities

Equity
Share capital
Treasury shares
Share premium
Retained earnings
Total equity

Total liabilities and equity

The notes on pages 9-44 form an integral part of these financial statements.

Note

10
11
15

12
13

14
15
12

16
16
16

31 December

31 December

2022 2021
2,071 13,048
67,935 62,994
259 14
511 193
30 185
674 907
2,271 2,447
148
73,751 79,936
59,376 65,457
21 239
752 1,112
38 77

90
60,277 66,885
3,750 3,750
(445) (445)
2,537 2,537
7,632 7,209
13,474 13,051
73,751 79,936
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL
STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2022

(In thousands of Georgian Lari)

Share Treasury Retained
capital Shares Shares Earnings Total
At 31 December 2020 3,750 (445) 2,537 6,160 12,000
Comprehensive income for the year - - - 1,049 1,049
At 31 December 2021 3,750 (445) 2,537 7,209 13,051
Comprehensive income for the year - - - 423 423
At 31 December 2022 3,750 (445) 2,537 7,632 13,474

The notes on pages 9-44 form an integral part of these financial statements.
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL
STATEMENTS OF CASH FLOWS
For the year ended 31 December 2022

(In thousands of Georgian Lari)

CASH FLOWS FROM OPERATING ACTIVITIES:

Interest received

Interest paid

Fees and commissions received

Other operating Income received

Cash flows from swap contracts

Salaries and other employee benefits paid
Administration and other operating expenses paid

Cash flows from operating activities before changes in operating

assets

Changes in operating assets
Payments received on loans to customers
Disbursements on loans to customers

Net cash flows from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:

Acquisition of property, plant and equipment, and intangible assets

Net cash flows from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Repayments of borrowings
Proceed from borrowings
Lease liabilities paid
Dividends paid
Net cash flows from financing activities

Effect of exchange rate changes on cash and cash equivalents
Net (decrease) / increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

The notes on pages 9-44 form an integral part of these financial statements.

2022 2021
17,499 16,038
(4,994) (4,130)

321 338

936 1,067
(10,331) (6,202)
(4,760) (4,907)
(1,666) (1,584)
(2,995) 620
60,760 62,055
(67,213) (72,320)
(9,448) (9,645)
(236) (135)
(236) (135)
(27,932) (24,434)
28,042 36,992
(456) (483)
(57)

(346) 12,018
(947) (761)
(10,977) 1,477
13,048 11,571
2,071 13,048
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

(In thousands of Georgian Lari)

1. GENERAL INFORMATION
ORGANISATION

Microfinance Organisation Lazika Capital is a Joint Stock Company (the “Organisation”) which was established on 26
December 2007. The Organisation was registered at tax department regional office in Zugdidi, Georgia with the
registration number - 220411132.

The Organisation conducts its business under the Law on Microfinance Activity and is supervised by the National Bank
of Georgia (“NBG”).

The supreme governing body of the Organisation is the General Meeting of Shareholders. The supervision of the
Organisation’s operations is conducted by the Supervisory Board, members of which are appointed by the General
Meeting of Shareholders. Daily management of the Organisation is carried out by the Board of Directors appointed
by the Supervisory Board.

As the Organisation’s principal business activity Lazika Capital provides micro and small loans (up to GEL 100,000)
to customers in Georgia.

The Organisation’s head office is located on 59 Gamsakhurdia Street, Zugdidi, Georgia. Also, the Organisation had
19 branches in major cities of western Georgia as at 31 December 2022.

Detailed information about the shareholders is disclosed below in Note 16. The Organisation had no ultimate
controlling party as at 31 December 2022 and 2021.

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 Organisation maintains its records and prepares financial statements in Georgian Lari (GEL), which is also the
Organisation’s functional currency. Amounts in the financial statements are rounded in thousands, unless otherwise
stated. The reporting period for the Organisation is the calendar year from January 1 to December 31.

The preparation of financial statements in compliance with adopted IFRS requires the use of certain critical
accounting estimates. It also requires management to exercise judgment in applying The Organisation's accounting
policies. The areas where significant judgments and estimates have been made in preparing the financial statements
and their effect are disclosed in Note 3. The principal accounting policies adopted in the preparation of the financial
statements are set in the Note 20.

BASIS OF MEASUREMENT

These financial statements have been prepared under the historical cost basis except for the derivative financial
instruments at fair value through profit or loss.

GOING CONCERN

These financial statements have been prepared on the assumption that the Organisation is a going concern and will
continue its operations for the foreseeable future. The management believes that the going concern assumption is
appropriate for the Organisation.

Page 9 of 44



JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

(In thousands of Georgian Lari)

2. BASIS OF PREPARATION (CONTINUED)
ADOPTION OF NEW OR REVISED STANDARDS AND INTERPRETATIONS
A) NEW STANDARDS, INTERPRETATIONS AND AMENDMENTS EFFECTIVE FROM 1 JANUARY 2022

Annual Improvements to IFRS: 2018-2020 Cycle. In May 2020, the IASB issued minor amendments to IFRS 1 First-
time Adoption of International Financial Reporting Standards, IFRS 9 Financial Instruments, IAS 41 Agriculture and
the Illustrative Examples accompanying IFRS 16 Leases.

Conceptual Framework for Financial Reporting (Amendments to IFRS 3). In May 2020, the IASB issued amendments
to IFRS 3, which update a reference to the Conceptual Framework for Financial Reporting without changing the
accounting requirements for business combinations. The amendments introduce an exception to the general
recognition requirement for liabilities and contingent liabilities acquired in a business combination that is within
the scope of IAS 37 Provisions, Contingent Liabilities and Contingent Assets and IFRIC 12 Service Concession
arrangements.

IAS 37 Provisions, Contingent Liabilities and Contingent Assets (Amendment - Onerous Contracts - Cost of
Fulfilling a Contract). In May 2020, the IASB issued amendments to IAS 37, added paragraph 68A to specify which
costs an entity includes in determining the cost of fulfilling a contract for the purposes of assess whether the contract
is onerous. These amendments are expected to result in more contracts being accounted for as onerous contracts

IAS 16 Property, Plant and Equipment (Amendment - Proceeds before Intended Use). In May 2020, the IASB issued
amendments to IAS 16, which prohibit a company from deducting amounts received from selling items produced
while the company is preparing the asset for its intended use from the cost of property, plant and equipment.
Instead, a company will recognise such sales proceeds and any related costs in profit or loss rather than offset
against the cost of the property.

The Organization is currently assessing the impact of these new accounting standards and amendments.
b) New standards, interpretations and amendments not yet effective
STANDARDS AND AMENDMENTS MANDATORILY EFFECTIVE FROM 1 JANUARY 2023

IFRS 17 Insurance Contracts. IFRS 17 introduces an internationally consistent approach to the accounting for
insurance contracts. Prior to IFRS 17, significant diversity has existed worldwide relating to the accounting for and
disclosure of insurance contracts, with IFRS 4 permitting many previous (non-IFRS) accounting approaches to
continue to be followed. IFRS 17 will result in significant changes for many insurers, requiring adjustments to existing
systems and processes.

The new standard takes the view that insurance contracts combine features of a financial instrument and a service
contract, and that many generate cash flows that vary substantially over time. It therefore takes the approach of:

« Combining current measurement of future cash flows with recognising profit over the period that services are
provided under the contract

e Presenting insurance service results (including insurance revenue) separately from insurance finance income
or expenses, and

e Requiring an entity to make an accounting policy choice for each portfolio whether to recognise all insurance
finance income or expenses for the reporting period in profit or loss, or to recognise some in other
comprehensive income.

Subsequent to the issue of IFRS 17, amendments to the standard and deferral of effective dates have been made.

Disclosure of Accounting Policies (Amendment to IAS 1 and IFRS Practice Statement 2). In February 2021, the
IASB issued amendments to IAS 1, which change the disclosure requirements with respect to accounting policies
from ‘significant accounting policies’ to ‘material accounting policy information’. The amendments provide
guidance on when accounting policy information is likely to be considered material. The amendments to IAS 1 are
effective for annual reporting periods beginning on or after 1 January 2023, with earlier application permitted. As
IFRS Practice Statements are non-mandatory guidance, no mandatory effective date has been specified for the
amendments to IFRS Practice Statement 2.
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

(In thousands of Georgian Lari)

2. BASIS OF PREPARATION (CONTINUED)

Deferred Tax related to Assets and Liabilities arising from a Single Transaction (Amendments to IAS 12). In May
2021, the IASB issued amendments to IAS 12, which clarify whether the initial recognition exemption applies to
certain transactions that result in both an asset and a liability being recognised simultaneously (e.g. a lease in the
scope of IFRS 16). The amendments introduce an additional criterion for the initial recognition exemption under IAS
12.15, whereby the exemption does not apply to the initial recognition of an asset or liability which at the time of
the transaction, gives rise to equal taxable and deductible temporary differences.

STANDARDS AND AMENDMENTS MANDATORILY EFFECTIVE FROM 1 JANUARY 2024

Lease Liability in a Sale and Leaseback (Amendment to IFRS 16). The IFRS Interpretations Committee issued an
agenda decision in June 2020 - Sale and leaseback with Variable Payments. This matter was referred to the IASB for
standard setting for some aspects. The IASB issued the final amendments in September 2022.

The Amendments provide a requirement for the seller-lessee to determine ‘lease payments’ or ‘revised lease
payments’ in a way that the seller-lessee would not recognise any amount of the gain or loss that relates to the
right of use retained by the seller-lessee.

IAS 1 Presentation of Financial Statements (Amendment - Classification of Liabilities as Current or Non-Current,
Non-current Liabilities with Covenants). The IASB issued amendments to IAS 1 - Classification of Liabilities as
Current or Non-current in January 2020, which have been further amended partially by amendments Non-current
Liabilities with Covenants issued in October 2022.

The amendments require that an entity’s right to defer settlement of a liability for at least twelve months after the
reporting period must have substance and must exist at the end of the reporting period. Classification of a liability
is unaffected by the likelihood that the entity will exercise its right to defer settlement for at least twelve months
after the reporting period.

If an entity’s right to defer is subject to the entity complying with specified conditions, such conditions affect
whether that right exists at the end of the reporting period, if the entity is required to comply with the condition
on or before the end of the reporting period and not if the entity is required to comply with the conditions after the
reporting period. The amendments also provide clarification on the meaning of ‘settlement’ for the purpose of
classifying a liability as current or non-current

As a result of the COVID-19 pandemic, the Board deferred the effective date of the amendments by one year to
annual reporting periods beginning on or after 1 January 2024.

The Organization does not think these changes will have material effect on the Organization financial statements.
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

(In thousands of Georgian Lari)

3. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The Organisation 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.

MEASUREMENT OF EXPECTED CREDIT LOSSES

The following are key estimations that the management have used in the process of applying the Organisation’s
accounting policies and that have the most significant effect on the loss allowances for expected credit losses:

e Probability of default: PD constitutes a key input in measuring ECL. PD is an estimate of the likelihood of default
over a given time horizon, the calculation of which includes historical data, assumptions and expectations of future
conditions.

e 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, taking into account cash flows from
collateral.

e Establishing forward-looking scenarios: When measuring ECL the Organisation uses reasonable and supportable
forward-looking information, which is based on assumptions for the future movement of different economic drivers
and how these drivers will affect each other.

LEASE TERM, INCREMENTAL BORROWING RATE (IBR) AND LEASE PAYMENTS

The lease term is defined as the non-cancellable term of the lease, together with any periods covered by an option
to extend the lease (including the renewal option implied through customary business practices) if it is reasonably
certain to be exercised, or any periods covered by an option to terminate the lease if it is reasonably certain not to
be exercised. Management applies judgement to determine the lease term when lease contracts include renewal
options that are exercisable only by the Organisation. It considers all relevant factors that create an economic
incentive to exercise the renewal option. After the commencement date, the Organisation reassesses the lease term
if there is a significant event or a change in circumstances that is within its control and affects its ability to exercise
(or not to exercise) the option to renew, or to terminate the lease.

The management applies judgement to estimate the IBR. The management uses an observable information to
determine the base rate and adjustments for the lessee specific factors and the asset factors (the adjustment for
security).

In Georgia it is customary that lease renewal option is implied through customary business practices and not all
renewal options are documented within the lease agreements. In such cases, the initial measurement of the lease
liability assumes the payments for renewal periods equal to the contractual amount and will remain unchanged
throughout the lease term.

INCOME TAXES

During the ordinary course of business, there are many transactions and calculations for which the ultimate tax
determination is uncertain. As a result, the Organisation recognizes tax liabilities based on estimates of whether
additional taxes and interest will be due. These tax liabilities are recognized when, despite the Organisation’s belief
that its tax return positions are supportable, the Organisation believes that certain positions are likely to be challenged
and may not be fully sustained upon review by tax authorities. As a result, the Organisation minimizes the risks related
to this fact. The Organisation believes that its accruals for tax liabilities are adequate for all open audit years based on
its assessment of many factors including past experience and interpretations of tax law. This assessment relies on
estimates and assumptions and may involve a series of complex judgments about future events.
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(In thousands of Georgian Lari)

4. FINANCIAL INSTRUMENTS - RISK MANAGEMENT

As a financial institution, the Organisation is exposed to risks that arise from its use of financial instruments. This
note describes the Organisation's objectives, policies and processes for managing those risks and the methods used
to measure them. Further quantitative 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 Organisation’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 organisations
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 Organisation's competitiveness and flexibility. Further details regarding these policies are set out
below. Through its operations, the Organisation is exposed to the following financial risks:

«  Credit risk
«  Liquidity risk
*  Market risk:
- Currency risk

- Interest rate risk

CREDIT RISK

Credit risk is the risk of financial loss to the Organisation if a customer or counterparty to a financial instrument fails
to meet its contractual obligations. Exposure to credit risk arises as a result of the lending and other transactions
with counterparties giving rise to financial assets.

As the Organisation is providing micro-loans to customers as the core business activity credit risk is of crucial
importance similar to any Micro Financing Organisations (MFO) risk management process. To avoid significant
financial damage caused by this risk the Organisation uses various methods to identify and manage them effectively.

The Organisation has policies and procedures for the management of credit exposures, including the establishment
of Credit Committees, the analytical bodies responsible for analysing the information in the loan applications,
assessing and reducing the credit risks. The credit policy (in the form of a Credit Manual) is reviewed and approved
by the Board of Directors.

The credit policy establishes:

e Procedures for reviewing and approving loan credit applications;

e Methodology for the credit assessment of borrowers;

e Methodology for the evaluation of collateral;

e Credit documentation requirements;

e  Procedures for the ongoing monitoring of loans and other credit exposures.
The Credit Committee is authorized to make the final decision about financing or rejecting the loan applications.
The loans presented to the Committee for approval are based on limits established by the credit policy.

Accuracy and correctness of information presented to the Credit Committee is the responsibility of the credit officer,
who fills in the initial application after the due scrutiny of the applicant’s business and its credit risks through the
use of scoring models and application data verification procedures.
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4. FINANCIAL INSTRUMENTS - RISK MANAGEMENT (CONTINUED)

Eventually the Credit Committee members assess the application against the established criteria (applicant’s credit
history, financial condition, competitive ability, etc.).

Assessment of the applicant’s creditworthiness through monitoring of its business allows timely avoidance the risk
of financial loss. Monitoring is performed by credit officers who report the results to the management. Regular
monitoring of loans is also performed by the Monitoring Department. For timely response to potential risks,
monitoring results are presented to the top management on monthly basis. The monitoring system helps to manage
credit risks and to minimize them in a timely manner.

Exposure to credit risk is also managed, in part, by obtaining collateral and personal guarantees.

Apart from individual customer analysis, the credit portfolio is assessed by the Risk Department with regard to credit
concentration and market risks.

The maximum exposure to credit risk is generally reflected in the carrying amounts of financial assets in the
statement of financial position. The maximum exposure to credit risk at the reporting dates was:

31 December 31 December
2022 2021
Cash and cash equivalents (excluding cash on hand) 2,050 13,023
Loans to customers 67,935 62,994
Financial assets at fair value through profit or loss 259 14
Other assets 91 64
70,335 76,095

The Organisation’s credit exposure related to loans to customers is disclosed in Note 11.

Credit risk grades

The Organisation allocates each exposure to a credit risk grade based on a variety of data that is determined to be
predictive of the risk of default and applying experienced credit judgment. Credit risk grades are defined using
qualitative and quantitative factors that are indicative of risk of default. These factors vary depending on the nature
of the exposure and the type of borrower.

Each exposure is allocated to the credit risk grade at initial recognition based on available information about the
borrower. Exposures are subject to ongoing monitoring, which may result in an exposure being moved to a different
credit risk grade.

Upon disbursement of a loan, an exposure score is assigned based on the predetermined criteria, which is later
reflected in grades.

Grades upon disbursement of a loan:
A > 295 scores
B >=260-295 scores
c < 260 scores

Cc1 not applicable (seasonal loans, to which rating is not applied)

Grades in case of arrears:
C3 > 1-30 day arrears
D > 31-60 day arrears
D1 > 61-90 day arrears
D2 > 91-120 day arrears
D3 > 121-180 day arrears

E > 181 day arrears
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4. FINANCIAL INSTRUMENTS - RISK MANAGEMENT (CONTINUED)
Grades for restructured loans:
R1 current restructuring and restructuring for 1-90 day arrears

R2 restructuring for arrears >90 days

Default grades

Default grades are represented by D2, D3, E, R2 categories.

Watch loans:

C2 category is represented by the loans, which have awarded of grades D and D1 due to past arrears but have no
delinquency any more, R1 (see the rule below) and the loans, which have been transferred to grade C2 by the Risk
Department in accordance with the special rules given below (scores do not apply here).

Grade changes
Any loans from C3 grade, which is no longer in arrears, move to A, B, C and C1 grades.

If loans from D and D1 grades are no longer in arrears, they move to C2 grade. In case of arrears, a loan goes back
to the relevant grade.

decision and by the will of the client refinancing may be applied though disbursement of a new loan. Such loan is
assigned to C2 grade right upon its disbursement.

D2, D3, E and R2 loans permanently remain in the given grades, Until the overdue balance is not fully covered.
In case of parallel loans, the following rationale applies:

e If aclient has at least one delinquent loan, all of the loans of the client will fall into the grade, having
the largest ECL rate out of the existing loans.

e If aclient has at least one restructured loan, all the loans of the client should be included in the
restructuring grade. Restructuring takes over delinquency. Therefore, if a client has 1 restructured loan
and 1 - delinquent, both of them will be included in the restructuring grade.

e If a client has parallel loans with none of them being delinquent, restructured or included in C1, C2
categories, all of them should be awarded the grade, which has been assigned to the loan most recently
disbursed. For instance, if a client had one loan in grade A, disbursed before and he takes another loan in
another period under grade B, both loans will be included in grade B, as this is the grade of the most
recently disbursed loan.

e If a client has parallel loans with none of them being delinquent or restructured and meantime, with one
of them being in grade C1, C1 loan should also be awarded the grade, which has been assigned to the
loan most recently disbursed (except of this loan).

e If aclient has parallel loans with none of them being delinquent or restructured and meantime, with one
of them being in grade C2, all the loans of the client should be awarded C2 category.

In case if increased risks are detected with respect to A, B, C and C1 loans, they may be transferred to C2 grade
based on the following groups:

e Loan officer;

e Branch;

e Location (city; region);

e Client sub-sector (livestock, greenhouses, internal transportation and etc.);
e Any specific loan;

e  Any specific client.

Page 15 of 44



JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

(In thousands of Georgian Lari)

4. FINANCIAL INSTRUMENTS - RISK MANAGEMENT (CONTINUED)

Recommendation on transfer of loans to C2 grade by the given groups is made by the Risk Department of the
Organisation based on respective analysis and approval by the Executive Board. The following circumstances should
serve as a basis for the recommendation:

e Expected low yield or low prices on certain agricultural crops;
e Expected financial shocks and volatility is some business sector;

e Expected high risks in a certain branch, where internal fraud has been identified.

Change of grade also occurs for refinancing of a loan; upon disbursement of a new loan, rating is calculated based
on updated information.

A, B, C and C1 grade loans, which have been transferred to C2 grade, go back to their original grades if the above-
mentioned risk factors no longer exist.

D and D1 go back to their original grades based on days in arrears.

Incorporation of forward-looking information

The Organisation 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).

The Organisation has identified and documented the key drivers of credit risk and credit losses for the portfolio
using an analysis of historical data, has assessed impact of macro-economic variables on probability of default and
recovery rate. The following macro-economic variables were involved in the analysis:

e Real growth rate of GDP of Georgia;
e Inflation rate;
e  Monetary policy interest rate;

Predicted relationships between the key indicators and default and loss rates on various portfolios of financial assets
have been developed based on analysing historical data over the past 3 and 5 years, for PD and LGD purposes,
respectively. Based on this analysis, the Organisation did not identify portfolio default key relationship with macro-
economic variables mentioned above.

Probability of default (PD)

PD estimates are estimates at a certain date, which are calculated based on statistical rating
models. If a counterparty or exposure migrates between ratings’ classes, then this will lead to a change in the
estimate of the associated PD. PDs are estimated considering the contractual maturities of exposures and estimated
prepayment rates. PDs are calculated based on three-year average and then 1-year and lifetime PDs are derived by
extrapolating using migration matrices.

As at December 31, 2022, 10% increase/(decrease) in average PD per each segment results in ECL
increase/(decrease) by 6.3% that represents GEL 97/(97) thousand.

As at December 31, 2021, 10% increase/(decrease) in average PD per each segment results in ECL
increase/(decrease) by 6.5% that represents GEL 81/(81) thousand.

Loss given default (LGD)

LGD is the magnitude of the likely loss if there is a default. The Organisation 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.

As at December 31, 2022, 10% increase/(decrease) in average LGD per each segment results in
ECL increase/(decrease) by 10% that represents GEL 156/(156) thousand.

As at December 31, 2021, 10% increase/(decrease) in average LGD per each segment results in
ECL increase/(decrease) by 10% that represents GEL 125/(125) thousand.
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4. FINANCIAL INSTRUMENTS - RISK MANAGEMENT (CONTINUED)
Credit quality of loans to customers

The following tables provide information on the credit quality of loans to customers by sectors as at 31 December
2022:

Stage 1 Stage 2 Stage 3
. . ifeti ifeti ECL
igrlzclzal:ukrl:g Stage Gross mclr%th I!Z-éfl.e??:t LI:ZeCtIITe Total Net allovx(/:ance
loans loans ECL ' crec!It- . crec!It- ECL loans to gross
impaired impaired loans% *
A 1 17,420 (145) - - (145) 17,275 0.83%
B 1 10,822 (98) - - (98) 10,724 0.91%
C 1 4,308 (38) - - (38) 4,270 0.88%
o] 1 29 - 29 0.00%
2 1 73 (1) - - (1) 72 1.37%
c3 1 230 (46) - - (46) 184 20.00%
D 2 172 - (64) - (64) 108 37.21%
D1 2 170 - (74) - (74) 96 43.53%
D2 3 81 - - (57) (57) 24 70.37%
D3 3 297 - - (197) (197) 100 66.33%
E 3 7 - - (3) (3) 4 42.86%
R1 2 1,124 - (31) - (31) 1,093 2.76%
R2 3 70 - - (40) (40) 30 57.14%
34,803 (328) (169) (297) (794) 34,009 2.28%
Stage 1 Stage 2 Stage 3
Risk ranking 12- Lifetime Lifetime ECL
Trad‘e and Stage Gross month ECL - pot ECL_- Total Net allowance
?erwces loans ECL _ cred_1t- _ cred_lt- ECL loans to gr(:si
oans impaired impaired loans%
A 1 15,010 (129) - - (129) 14,881 0.86%
B 1 10,178 (103) - - (103) 10,075 1.01%
C 1 5,658 (53) - - (53) 5,605 0.94%
c 1 41 - - - 41 0.00%
Cc2 1 109 (1) - - (1 108 0.92%
c3 1 263 (47) - - (47) 216 17.87%
D 2 116 - (43) - (43) 73 37.07%
D1 2 153 - (55) - (55) 98 35.95%
D2 3 62 - - (45) (45) 17 72.58%
D3 3 219 - - (138) (138) 81 63.01%
E 3 275 - - (100) (100) 175 36.36%
R1 2 952 1 (44) - (43) 909 4.52%
R2 3 7 4) 4) 3 57.14%
33,043 (332) (142) (287) (761) 32,282 2.30%
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4. FINANCIAL INSTRUMENTS - RISK MANAGEMENT (CONTINUED)

Risk ranking
Manufacturi

ng
loans
A

B
C
1
Cc2
c3
D
D1
D2
D3
E
R1
R2

Stage

W NN W W W NN A a2 a A A -

Gross
loans

Stage 1

12-
month
ECL

Stage 2

Lifetime
ECL - not
credit-
impaired

Stage 3

Lifetime
ECL - Total
credit- ECL

impaired

ECL
Net allowance
loans to gross
loans%

899
434
281

co U1 o~ =

(1)
(1)

(1)

&) ©)

898 0.11%
433 0.23%
281 0.00%
0.00%

1 0.00%

6 0.00%

5 0.00%

7 12.50%
0.00%
83.33%
0.00%
12 7.69%
0.00%

—_

1,653

() )

1,644 0.54%

Credit quality of loans to customers

The following tables provide information on the credit quality of loans to customers by sectors as at 31 December

2021:

Risk ranking
Agriculture
loans

A
B
C
c1
C2
c3
D
D1
D2
D3
E
R1
R2

Stage

W N W W W NN "2 @ @A Q-

Stage 1 Stage 2 Stage 3

12- Lifetime Lifetime ECL

Gross month ECL - pot ECL_- Total Net allowance
loans ECL _ cred_1t- _ cred_lt- ECL loans to grgsi

impaired impaired loans%
9,773 (80) (80) 9,693 0.82%
15,182 (137) (137) 15,045 0.90%
7,113 (66) (66) 7,047 0.93%
16 16 0.00%
22 22 0.00%
179 (42) (42) 137 23.46%
81 (32) (32) 49 39.51%
104 (46) (46) 58 44.23%
96 (63) (63) 33 65.63%
127 (83) (83) 44 65.35%
21 (10) (10 11 47.62%
1,035 (17) (17) 1,018 1.64%
12 (6) (6) 6 50.00%
33,761 (325) (95) (162) (582) 33,179 1.72%
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4. FINANCIAL INSTRUMENTS - RISK MANAGEMENT (CONTINUED)

Stage 1 Stage 2 Stage 3
Risk ranking 12- Lifetime Lifetime ECL
Trad‘e and Stage Gross month ECL - pot ECL'- Total Net allowance
services loans ECL ' crec!It- ' crec!It- ECL loans to gross
loans impaired impaired loans% *
A 1 6,872 (56) - - (56) 6,816 0.81%
B 1 12,084 (113) - - (113) 11,971 0.94%
C 1 7,530 (69) - - (69) 7,461 0.92%
1 1 17 - - - - 17 0.00%
2 1 28 - - - - 28 0.00%
c3 1 94 (22) (22) 72 23.40%
D 2 56 - (25) (25) 31 44.64%
D1 2 71 - (34) - (34) 37 47.89%
D2 3 122 - - (79) (79) 43 64.75%
D3 3 57 - - (38) (38) 19 66.67%
E 3 282 - - (97) (97) 185 34.40%
R1 2 1,504 - (69) - (69) 1,435 4.59%
R2 3 14 - - (4) (4) 10 28.57%
28,731 (260) (128) (218) (606) 28,125 2.11%
Stage 1 Stage 2 Stage 3
Risk ranking 12- Lifetime Lifetime ECL
Manufacturi Stage Gross month ECL - pot ECL_- Total Net allowance
ng loans ECL _ cred_1t- _ creqlt- ECL loans to gross
loans impaired impaired loans%
A 1 431 - - 431 0.00%
B 1 684 (1) - - (1) 683 0.15%
C 1 473 (1) - - (1) 472 0.21%
1 1 - 0.00%
Cc2 1 0.00%
c3 1 5 - - - 5 0.00%
D 2 14 - (1 - (1 13 7.14%
D1 2 4 (1 (1 3 25.00%
D2 3 22 - - (11) (11) 11 50.00%
D3 3 10 - - 7 @) 3 70.00%
E 3 67 - - (39) (39) 28 58.21%
R1 2 41 - - - - 41 0.00%
R2 3
1,751 (2) (2) (57) (61) 1,690 3.48%
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4. FINANCIAL INSTRUMENTS - RISK MANAGEMENT (CONTINUED)
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 Organisation 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

Organisation.

Liquidity of financial liabilities as at 31 December 2022 can be presented as follows:

Borrowings
Lease liabilities
Total interest-bearing financial liabilities

Financial liabilities at fair value through profit or loss
Other liabilities
Total financial liabilities

Liquidity of financial liabilities as at 31 December 2021 can be presented as follows:

Borrowings
Lease liabilities
Total interest-bearing financial liabilities

Financial liabilities at fair value through profit or loss
Other liabilities

Total financial liabilities

Up to 3 months 1 year to 3 3yearto5
3 months to 1 year years years Total
5,510 28,059 31,886 65,455
110 248 375 1 734
5,620 28,307 32,261 1 66,189
21 - 21
38 - 38
5,679 28,307 32,261 1 66,248
Up to 3 months 1 year to 3 3yearto5
3 months to 1 year years years Total
11,137 20,616 40,737 72,490
118 352 653 136 1,259
11,255 20,968 41,390 136 73,749
239 - 239
77 - 77
11,571 20,968 41,390 136 74,065
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4. FINANCIAL INSTRUMENTS - RISK MANAGEMENT (CONTINUED)
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 Organisation’s use of interest bearing and foreign 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

Currency risk is defined as the risk that the value of a financial instrument will fluctuate due to changes in foreign
exchange rates. The Organisation is exposed to the effects of fluctuations in the prevailing foreign currency exchange
rates on its financial position and cash flows.

The Organisation’s exposure to foreign currency exchange rate risk as at 31 December 2022 is presented in the tables
below:

Financial assets GEL usD EUR
Cash and cash equivalents 946 1,040 85
Loans to customers 67,935

Financial assets at fair value

through profit or loss i 259
Other assets 91
Total financial assets 68,972 1,299 85

Financial liabilities

Borrowings 14,349 45,027
Financial liabilities at fair value

through profit or loss i 2
Lease liabilities 236 516
Other liabilities 38
Total financial liabilities 14,623 45,564
Open balance sheet position 54,349 (44,265) 85

The Organisation’s exposure to foreign currency exchange rate risk as at 31 December 2021 is presented in the tables

below:
Financial assets GEL usD EUR
Cash and cash equivalents 3,684 9,233 131
Loans to customers 62,994
Financial assets at fair value ) 14
through profit or loss
Other assets 64
Total financial assets 66,742 9,247 131

Financial liabilities

Borrowings 16,042 49,415
Financial liabilities at fair value

through profit or loss i 239

Lease liabilities 177 935

Other liabilities 77
Total financial liabilities 16,296 50,589 -
Open balance sheet position 50,446 (41,342) 131
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4. FINANCIAL INSTRUMENTS - RISK MANAGEMENT (CONTINUED)

The following table details the Organisation’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 2022 and 2021 can be
presented as follows:

(GEL / USD) (GEL / EUR)
Sensitivity of the fluctuation of the market
exchange rates 2022 2021 2022 2021
20% increase (8,849) (8,221) 17 26
20% decrease 8,849 8,221 (17) (26)
Effect of swap contracts:
20% increase 8,960 8,280
20% decrease (8,960) (8,280)
Accumulated effect:
20% increase 111 59 17 26
20% decrease (111) (59) 17) (26)

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 values of
the financial assets and liabilities of the Organisation. This risk can arise from maturity mismatches of assets and
liabilities, as well as from the re-pricing characteristics of such assets and liabilities.

The table below summarises the Organisation’s exposure to interest rate risks. The table presents the aggregated
amounts of the Organisation’s interest-bearing financial assets and interest-bearing financial liabilities at carrying
amounts as at 31 December 2022 and 2021:

31 December 31 December
2022 2021
Total interest-bearing financial assets 69,703 74,899
Total interest-bearing financial liabilities (59,376) (65,457)
Net interest sensitivity gap 10,327 9,442

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

The Organisation performs analysis of interest rate risk sensitivity.

Organisation’s all interest-bearing assets and liabilities are at fixed interest rates, therefore market interest rate
fluctuations do not affect the Organisation's income or expenses.
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4. FINANCIAL INSTRUMENTS - RISK MANAGEMENT (CONTINUED)
MANAGEMENT OF CAPITAL

The Organisation's objectives when maintaining capital are:

» To safeguard the Organisation’'s ability to continue as a going concern, so that it can continue to operate
sufficiently; and

» To comply with the capital requirements set by NBG and borrowers.
» To provide an adequate return to shareholders.

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

In order to maintain or adjust the capital structure, the Organisation may adjust the amounts of dividends paid to
shareholders, return capital to shareholders, issue new shares, or sell assets to reduce debt. According to the
Organisation’s policy dividend declaration occurs when entity’s total comprehensive income for the year exceeds
GEL1,050. In this case amount exceeding abovementioned threshold can be distributed as dividend based on
shareholders’ decision, but distributed dividend should not exceed 30% of periods total comprehensive income at
the same time.

The Organisation is also subject to minimum capital requirements established by covenants stated in loan
agreements which are given below:

Covenants imposed by the lenders 2022 2021
Un-hedged Foreign Exchange Exposure Ratio <10% <10%
Cost to Income Ratio <60% <50%
Capital adequacy ratio >16%+0,5% >14.5%
Negative Pledge <25% <25%
PAR (30) + rescheduled <5% <=5%
WO Ratio (Write-off) <3% <4%
Open Credit Exposure Ratio (OCER) <10% <10%
PAR (30) + rescheduled +WO (Combined ratio) <8% <12%
Operational Self-Sufficiency Ratio >100% >100%
Liquidity Ratio >19% >19%
Risk Coverage ratio >50% >50%
ROA >0% >=2%
Debt to Equity <7 <5.00
Maturity Gap Ratio >-50% <-50%
Foreign Currency Ratio <10%

Portfolio at Risk Ratio <5%
Maturity matching ratio <100%
(PAR90 + R + WO LTM-recovery LTM)/GLP <12%

The Organisation was not in a breach of any covenant as at 31 December 2022. Possible consequences of non-
compliance with covenant are disclosed in Note 17.
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5. NET INTEREST INCOME

Interest income is arising from: 2022 2021
Loans to customers 16,734 15,501
Modification effect - 209
Placements with banks 40 43

Total interest income 16,774 15,753

Interest expense is arising from:

Borrowings from foreign financial institutions (4,909) (3,697)
Borrowings from local banks (238) (813)
Lease liabilities (73) (100)
'Cl'g:ta:l interest expense on financial liabilities recorded at amortized (5,220) (4,610)
Net interest income before impairment 11,554 11,143

6. PENALTIES AND FINES INCLUDING OTHER INCOME

2022 2021
Penalties and fines 552 595
Other 109 235
661 830
7. SALARIES AND OTHER EMPLOYEE BENEFITS
2022 2021
Salaries (4,498) (4,675)
Other benefits (65) (76)
(4,563) (4,751)
Information about key management remuneration is disclosed in Note 18.
8. OTHER OPERATING EXPENSES
2022 2021
Consulting services (255) (274)
Transportation expenses (218) (162)
Communication expenses (156) (153)
Security expenses (154) (196)
Utility expense (150) (134)
Office supplies (106) (94)
Court Fees (89) (61)
Tax expenses other than income tax (83) (41)
Adveritisement expenses (59) (42)
Bank Charges (38) (42)
Other expenses (80) (44)
(1,388) (1,243)

*Consulting services include audit fees with total amounts of GEL47 thousand and GEL55 thousand for the years
ended 31 December 2022 and 2021, respectively.
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9. TAXATION

Income tax expenses recorded in profit or loss for the year comprise the following:

2022 2021
Current income tax (82) (141)
Effect of temporary differences (238) 202
Income tax expense (320) 61

Reconciliation between the expected and the actual taxation charge is provided below:

2022 2021
Profit/(loss) before income tax 743 987
Applicable tax rate 15% 15%
Theoretical income tax benefit/(expense) (149) (148)
Effect of permanent differences (171) 209
Income tax expense (320) 61

The tax effect of the movements in the temporary differences is detailed below and is recorded at the rate of 15%

for Allowances for losses on loans and advances to customers and at the rate of 20% for Other temporary differences
(2021:15%).

Balance at Credited Balance at Credited Balance at
31 (charged) to 31 (charged) to 31

Temporary differences at December the Income December the Income December

a rate of 15% due to: 2020 Statement 2021 Statement 2022
Loans to customers (44) 172 128 99 227
Property and equipment (314) 306 (8) (325) (333)
Intangible assets (2) (1) 3) 3 -
Right-of-use assets (183) 47 (136) 1 (135)
Lease Liabilities 231 (64) 167 (16) 151
Tax loss carry forward 258 (258) - - -
Deferred tax liabilities (54) 202 148 (238) (90)

There are no material unrecognised deferred tax assets or liabilities, or any taxes recognised directly in equity or
other comprehensive income.

Page 25 of 44



JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

(In thousands of Georgian Lari)

10. CASH AND CASH EQUIVALENTS

31 December 31 December

2022 2022
Cash on hand 21 25
Cash at bank in Georgian Lari 785 3,528
Cash at bank in foreign currencies 983 8,377
Cash in transit 158 152
Restricted cash 124 966
2,071 13,048

*Restricted cash is comprised by the amounts related with foreign currency swap contracts disclosed below in Note
15.

As at 31 December 2022 and 2021 the majority of the Organisation’s cash in banks is with banks rated by Fitch Ratings
as B (short-term rating), BB- (long-term rating), with stable outlook.

Cash and cash equivalents distribution by currency is disclosed in Note 4.

11. LOANS TO CUSTOMERS

31 December 31 December

2022 2021

Originated loans to customers 68,536 63,200
Accrued interest 963 1,043
Less: expected credit losses (1,564) (1,249)
67,935 62,994

Analysis by sector:
Agriculture 34,803 33,761
Trade and services 33,043 28,731
Manufacturing 1,653 1,751
Gross loans to customers 69,499 64,243
Less: expected credit losses (1,564) (1,249)
Total loans to customers 67,935 62,994

Loans to customers were issued to customers located within Georgia who operate in the following economic sectors:

31 December 2022

Gross Loans ECL Net Loans
Agriculture 34,803 (794) 34,009
Trade and services 33,043 (761) 32,282
Manufacturing 1,653 9) 1,644
69,499 (1,564) 67,935

31 December 2021

Gross Loans ECL Net Loans
Agriculture 33,761 (582) 33,179
Trade and services 28,731 (606) 28,125
Manufacturing 1,751 (61) 1,690
64,243 (1,249) 62,994
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11. LOANS TO CUSTOMERS (CONTINUED)

Loans to customers were issued to customers under the following collaterals:

31 December 2022

Gross Loans ECL Net Loans
Third party personal guarantees 45,594 (791) 44,803
Unsecured 12,951 (625) 12,326
Real estate 10,927 (148) 10,779
Movable property, including vehicles 27 - 27
69,499 (1,564) 67,935

31 December 2021

Gross Loans ECL Net Loans
Third party personal guarantees 40,750 (514) 40,236
Unsecured 14,108 (536) 13,572
Real estate 9,340 (199) 9,141
Movable property, including vehicles 45 - 45
64,243 (1,249) 62,994

The Organisation has established internal policy for issuing collateralized loans. Loans are pledged with mortgage
property, transport facility and personal guarantees. Requirements for collateral is determined by using loan-to-
value ratio. Maximum ratio for LTV is 85%. This ratio is referred to the collateral’s discounted value, which is
maximum 80% of fair value of pledged collateral.

Movements in the loan impairment allowance for the year ended 31 December 2022 are as follows:

12-month Lifetime ECL - not Lifetime ECL -
ECL credit-impaired credit-impaired
(Stage 1) (Stage 2) (Stage 3) Total

At the beginning of the year 587 225 437 1,249
New loans originated 477 168 292 937
Transfer to Stage 1 4 - (4) -
Transfer to Stage 2 (5) 5 - -
Transfer to Stage 3 (4) (4) 8 -
Repaid loans (385) (78) (69) (532)
Write-offs (836) (292) (415) (1,543)
Recoveries of previously written off - - 30 30
Net other measurement of ECL 825 288 310 1,423
At the end of the year 663 312 589 1,564
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11. LOANS TO CUSTOMERS (CONTINUED)

Respective movements in the gross carrying amounts of loans to customers for the year ended 31 December 2022

are as follows:

12-month Lifetime ECL - not Lifetime ECL -
ECL credit- impaired credit-impaired
(Stage 1) (Stage 2) (Stage 3) Total
At the beginning of the year 60,503 2,910 830 64,243
New loans originated 64,746 1,373 685 66,804
Transfer to Stage 1 5 - (5) -
Transfer to Stage 2 (361) 361 -
Transfer to Stage 3 (311) (42) 353 -
Repaid loans (57,876) (1,501) (420) (59,797)
Write-offs (991) (414) (514) (1,919)
Recoveries of previously written off - 91 91
Net other changes 47 26 4 77
At the end of the year 65,762 2,713 1,024 69,499
Movements in the loan impairment allowance for the year ended 31 December 2021 are as follows:
12-month Lifetime ECL - not Lifetime ECL -
ECL credit-impaired credit-impaired
(Stage 1) (Stage 2) (Stage 3) Total
At the beginning of the year 411 236 377 1,024
New loans originated 471 109 185 765
Transfer to Stage 1 5 (5) -
Transfer to Stage 2 (2) 2 -
Transfer to Stage 3 ()] 9) 13 -
Repaid loans (282) (70) (63) (415)
Write-offs (453) (334) (331) (1,118)
Recoveries of previously written off - 50 50
Net other measurement of ECL 441 296 206 943
At the end of the year 587 225 437 1,249

Respective movements in the gross carrying amounts of loans to customers for the year ended 31 December 2021

are as follows:

12-month Lifetime ECL - not Lifetime ECL -
ECL credit- impaired credit-impaired
(Stage 1) (Stage 2) (Stage 3) Total

At the beginning of the year 49,290 4,588 708 54,586
New loans originated 70,993 686 410 72,089
Transfer to Stage 1 19 (19) -
Transfer to Stage 2 (175) 175 -
Transfer to Stage 3 (190) (12) 202 -
Repaid loans (58,842) (1,976) (233) (61,051)
Write-offs (623) (539) (467) (1,629)
Recoveries of previously written off - - 205 205
Net other changes 31 7 5 43
At the end of the year 60,503 2,910 830 64,243
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11. LOANS TO CUSTOMERS (CONTINUED)

Analysis by credit quality of the originated loans to customers according to the agreement as at 31 December 2022
is as follows:
31 December 2022

Gross Loans ECL Net Loans

Loans without individual sign of impairment 65,254 (571) 64,683
less than 30 days overdue 499 (93) 406
30 to 60 days overdue 295 (107) 188
60 to 90 days overdue 339 (130) 209
90 to 180 days overdue 664 (442) 222
Over 180 Days 282 (104) 178
Restructured* 2,166 (117) 2,049

69,499 (1,564) 67,935

Analysis by credit quality of the originated loans to customers according to the agreement as at 31 December 2021
is as follows:
31 December 2021

Gross Loans ECL Net Loans

Loans without individual sign of impairment 60,226 (523) 59,703
less than 30 days overdue 279 (65) 214
30 to 60 days overdue 152 (58) 94
60 to 90 days overdue 190 (80) 110
90 to 180 days overdue 422 (283) 139
Over 180 Days 369 (144) 225
Restructured* 2,605 (96) 2,509

64,243 (1,249) 62,994

Page 29 of 44



JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

(In thousands of Georgian Lari)

12. RIGHT-OF-USE ASSETS AND LEASE LIABILITIES

The Organisation’s lease agreements, for which right of use assets are recognised, include leases to the head office
and branches. The lease of the head office is obtained from different third parties. The renewal option is implied
through customary business practices. Remaining lease terms are defined as up to four years. Lease payments for
these spaces are fixed over the lease term and are denominated in USD and GEL. Incremental borrowing rate used
by Organisation in accounting for leases are 6.90% and 13.45% annually for each lease, according to their currencies.

Right-of-use assets can be presented as follows:

At the beginning of the year
Additions
Amortisation

At the end of the year

Lease liabilities can be presented as follows:

At the beginning of the year
Additions
Interest expense
Lease payments
Foreign exchange movements
At the end of the year

2022 2021
907 1,222
116 28
(349) (343)
674 907

2022 2021
1,112 1,538
116 28
73 100
(455) (490)
(94) (64)
752 1,112

The Organisation has no borrowings received in the current or comparable period with similar currency, maturity
and terms. IBR was determined based on observable market data for a similar sector.
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13. PROPERTY AND EQUIPMENT

Historical cost
Balance at 31 December 2020

Additions
Disposals
Balance at 31 December 2021
Additions
Disposals
Balance at 31 December 2022

Accumulated depreciation
Balance at 31 December 2020
Depreciation
Accumulated depreciation of disposals
Balance at 31 December 2021
Depreciation
Accumulated depreciation of disposals
Balance at 31 December 2022

Net book value
Balance at 31 December 2021
Balance at 31 December 2022

Leasehold Office Furniture

Land Buildings improvements Vehicles equipment and fixtures Total
118 1,972 1,246 227 1,538 825 5,926
- - 108 23 131
- (23) (23)
118 1,972 1,246 204 1,646 848 6,034
95 - - 56 65 216
- (8) 1 (7)
118 2,067 1,246 196 1,702 914 6,243
- (594) (564) (183) (1,092) (750) (3,183)
(156) - (32) (199) (38) (425)
- 21 21
- (750) (564) (194) (1,291) (788) (3,587)
(154) - (4) (187) (40) (384)
- (904) (564) (198) (1,478) (828) (3,971)
118 1,222 682 10 355 60 2,447
118 1,163 682 (2) 224 86 2,271

Borrowings from local banks are secured with the Organisation’s land and buildings with carrying amount of GEL 957 thousand.

The Organisation uses fully depreciated assets, with gross carrying amount of GEL 2,624 thousand.
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14. BORROWINGS

31 December 31 December

2022 2021
Originated borrowings 58,675 64,656
Accrued interest 701 801
59,376 65,457

Breakdown of borrowings by current and non-current portions can be presented as follows:

31 December 31 December
2022 2021
Current borrowings:
Unsecured borrowings from financial institutions 29,901 22,023
Secured borrowings from financial institutions - 6,007
Non-current borrowings:
Unsecured borrowings from financial institutions 29,475 37,427
Total borrowings 59,376 65,457

The Organisation has borrowed funds from local and international financial institutions as in National currency as
well as in US Dollar. Loans from the international financial institutions are not secured. Loans from the local banks
are secured with Organisation's property and equipment with carrying amount GEL 957 thousand and the loan
portfolio with amount of - GEL 9,500 thousand.

Interest rates for USD borrowings were distributed from 6.2% to 11% and from 6.28% to 9% during the 2022 and 2021
years, respectively. Interest rates for borrowings in GEL were distributed from 12% to 14%.

Information about covenants imposed by the lenders is disclosed in Note 4.
Contractual maturity and currency analysis of borrowings is disclosed in Note 4.

Monetary and non-monetary changes in borrowings, which is comprised by financial activities, can be presented as
follows:

2022 2021
At 1 January 65,457 55,424
Cash flows (4,955) 8,436
Non-cash flows: (1,126) 1,597
Interest accruing in period 5,147 4,510
Effects of foreign exchange (6,273) (2,913)
At 31 December 59,376 65,457

15. FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS

Financial instruments at fair value through profit or loss comprise foreign currency swap contracts. Swaps are
contractual agreements between two parties to exchange streams of payments over time based on specified notional
amounts at a specified date and exchange rate.

The undiscounted contractual amounts outstanding as at 31 December 2022 and 2021 with maximum one month
remaining maturity, were GEL44,799 and GEL41,399 respectively. The resultant unrealised gains and losses on these
unmatured contracts are recognized in profit or loss and in financial instruments at fair value through profit or loss,
as appropriate.

Comparative information is reclassified to conform to the presentation of 2022. The Organisation has reclassified
Financial assets of GEL14 from Other assets to Financial assets at fair value through profit or loss. The management
believes that such classification reflect more accurate disclosure of economic substance of the transaction.
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16. SHARE CAPITAL

31 December 2022 31 December 2021
Percentage of *Number Nominal Percentage of *Number Nominal
Shareholder total shares of shares value total shares of shares value

Shengelia Besik 30.7% 57,500 1,150 30.7% 57,500 1,150
Dolidze Vakhtang 20% 37,500 750 20% 37,500 750
Tskhadaia Eliso 9.3% 17,500 350 9.3% 17,500 350
Dzneladze Vasil 5.3% 10,000 200 5.3% 10,000 200
Petra Dina Taams 5.3% 10,000 200 5.3% 10,000 200
Other* 17.5% 32,750 655 17.5% 32,750 655
ﬁrcasLSrZ;k;graepsi)tal 11.9% 22,250 445 11.9% 22,250 445
100.0% 187,500 3,750 100.0% 187,500 3,750

* Other shareholders do not own more than 5% of shares individually.

31 December 2022 31 December 2021
Shares in issue with nominal value of *Number of Value of *Number Value of
GEL 20 each shares shares of shares shares
Ordinary shares owned by all shareholders 187,500 3,750 187,500 3,750
Less: treasury shares (22,250) (445) (22,250) (445)
Total number and value of share capital 165,250 3,305 165,250 3,305

*Number of shares is shown in exact amount (not rounded by 1,000)

17. COMMITMENTS AND CONTINGENCIES

LITIGATION

In the ordinary course of business, organisations are usually subject to legal actions and complaints.
Legal proceedings against Organisation’s customers unable to repay loans

Following the Organisation’s customer’s failure to meet loan repayment obligations the Organisation 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 Organisation recognises provision
for impairment for such loans, as disclosed in Note 11.

COMPLIANCE WITH COVENANTS

The Organisation is subject to certain covenants related primarily to its borrowings. Non-compliance with such
covenants may result in negative consequences for the Organisation including growth in the cost of borrowings and
declaration of default.

The Organisation was not in a breach of any covenant as at 31 December 2022.

MANAGEMENT REPORT

In accordance with the Law on accounting, reporting and auditing (article 7) the Organisation has an obligation to
prepare and submit Management Report to the State Regulatory Authority, together with Independent Auditors’
Report no later than 1 October of the year following the reporting period. The Organisation has not prepared
Management Report at the date of issue of the financial statements.
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18. 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 following:

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

b) Members of key management personnel of the Organisation or its parent;
c) 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 to in (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 Organisation and other related parties are
disclosed below.

Related party balances and transactions as and for the year ended 31 December 2022:

. . - Key management Other related
Financial statement caption -
Shareholders personnel parties
Salaries and other employee benefits (358) (282) (10)

Related party balances and transactions as and for the year ended 31 December 2021:

. . . Key management Other related
Financial statement caption -
Shareholders personnel parties
Salaries and other employee benefits (380) (286) (10)

19. EVENTS AFTER THE REPORTING PERIOD
There have been no events after the reporting date that needs to be disclosed in the financial statements.

20. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
FINANCIAL INSTRUMENTS
INITIAL RECOGNITION

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

When financial instruments are recognised initially, they are measured at fair value, adjusted, in the case of
instruments not at fair value through profit or loss, for directly attributable fees and costs.

If the transaction price differs from fair value at initial recognition, the Organisation accounts for such difference
as follows:

e if the fair value is evidenced by a quoted price in an active market for an identical asset or liability (i.e., a
Level 1 input) or based on a valuation technique that uses only data from observable markets, the Organisation
recognises the difference between the fair value at initial recognition and the transaction price as a gain or
loss;

e in all other cases, the initial measurement of the financial instrument is adjusted to defer the difference
between the fair value at initial recognition and the transaction price. After initial recognition, the Organisation
recognises that deferred difference as a gain or loss only when the inputs become observable, or when the
instrument is derecognised.
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20. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
FINANCIAL ASSETS
Classification and subsequent measurement

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

FINANCIAL ASSETS AT AMORTISED COST

Financial asset at amortised cost is the most relevant measurement category to the Organization. The Organization
measures financial assets at amortised cost if both of the following conditions are met:

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

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

Financial assets at amortised cost are subsequently measured using the effective interest (EIR) method and are
subject to impairment. Gains and losses are recognised in profit or loss when the asset is derecognised, modified or
impaired.

FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

A financial asset is measured at fair value through other comprehensive income if it meets both of the following
conditions and is not designated as at fair value through profit or loss:

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

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

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

All financial assets not classified as measured at amortised cost or FVOCI as described above are measured at FVTPL.
This includes all derivative financial assets.

The Organisation’s all financial assets are measured at amortised cost, except Derivative financial assets.

BUSINESS MODEL ASSESSMENT
There are three business models available under IFRS 9:

e Hold to collect: It is intended to hold the asset to maturity to earn interest, collecting repayments of
principal and interest form the counterparty.

e Hold to collect and sell: this model is similar to the hold to collect model, except that the entity may elect
to sell some or all of the assets before maturity as circumstances change or to hold the assets for liquidity
purposes.

e Other: all those models that do not meet the ‘hold to collect’ or ‘hold to collect and sell’ qualifying criteria.

The assessment of business model requires judgment based on facts and circumstances at the date of the assessment.
The business model is not assessed on an instrument-by-instrument basis, but at a higher level of aggregated
portfolios per instrument type and is based on observable factors.

The Organisation has considered quantitative factors and qualitative factors such as how the performance of the
business model and the financial assets held within that business model are evaluated and reported to the key
management personnel; the risks that affect the performance of the business model and, in particular, the way
those risks are managed; and how managers of the business are compensated.
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20. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial assets that are held for trading or are managed and whose performance is evaluated on a fair value basis
are measured at FVTPL, because they are neither held to collect contractual cash flows nor held both to collect
contractual cash flows and to sell financial assets.

SOLELY PAYMENTS OF PRINCIPAL AND INTEREST (SPPI)

If a financial asset is held in either to a Hold to Collect or a Hold to Collect and Sell business model, then assessment
to determine whether contractual cash flows are solely payments of principal and interest on the principal amount
outstanding at initial recognition is required to determine the classification. The SPPI test is performed on an
individual instrument basis.

Contractual cash flows, that represent solely payments of principal and Interest on the principal amount outstanding,
are consistent with basic lending arrangement. Interest is consideration for the time value of money and the credit
risk associated with the principal amount outstanding during a particular period of time. It can also include
consideration for other basic lending risks (e.g. liquidity risk) and costs (e.g. administrative costs) associated with
holding the financial asset for a particular period of time, and a profit margin that is consistent with a basic lending
arrangement.

In assessing whether the contractual cash flows are SPPI, the Organisation considers whether the contractual terms
of the financial asset contain a term that could change the timing or amount of contractual cash flows arising over
the life of the instrument which could affect whether the instrument is considered to meet the SPPI test.

If the SPPI test is failed, such financial assets are measured at FVTPL with interest earned recognised in other interest
income.

DERECOGNITION OF FINANCIAL ASSETS

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is
primarily derecognised (i.e., removed from the Organisation’s statement of financial position) when:

e The rights to receive cash flows from the asset have expired, Or

e The Organisation has transferred its rights to receive cash flows from the asset or has assumed an obligation
to pay the received cash flows in full without material delay to a third party under a ‘pass-through’
arrangement; and either (a) the Organisation has transferred substantially all the risks and rewards of the
asset, or (b) the Organisation has neither transferred nor retained substantially all the risks and rewards of
the asset, but has transferred control of the asset.

IMPAIRMENT OF FINANCIAL ASSETS
Changes to the impairment estimation

IFRS 9 requires the Organisation to record ECL on all of its debt financial assets at amortised cost or FVOCI. The
allowance is based on the ECL associated with the probability of default in the next 12 months unless there has been
a significant increase in credit risk since origination, in which case the allowance is based on the ECL over the life
of the asset. If the financial asset meets the definition of purchased or originated credit impaired, the allowance is
based on the change in the lifetime ECL.

Under IFRS 9, the Organisation first evaluates individually whether objective evidence of impairment exists for loans
that are individually significant. It then collectively assesses loans that are not individually significant and loans
which are significant but for which there is no objective evidence of impairment available under the individual
assessment.

Collectively assessed loans are grouped on the basis of shared credit risk characteristics, collateral type and industry.
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20. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Three stage approach

IFRS 9 introduces a three-stage approach to impairment for Financial Instruments that are performing at the date of
origination or purchase. This approach is summarised as follows:

Stage 1: The Organisation recognizes a credit loss allowance at an amount equal to 12-month expected credit losses.
This represents the portion of lifetime expected credit losses from default events that are expected within 12 months
of the reporting date, assuming that credit risk has not increased significantly after initial recognition. For those
financial assets with a remaining maturity of less than 12 months, a PD is used that corresponds to the remaining
maturity.

Stage 2: The Organisation recognizes a credit loss allowance at an amount equal to lifetime expected credit losses
for those Financial Instruments which are considered to have experienced a significant increase in credit risk since
initial recognition. This requires the computation of ECL based on lifetime probability of default that represents the
probability of default occurring over the remaining lifetime of the Financial Instrument. Allowance for credit losses
are higher in this stage because of an increase in credit risk and the impact of a longer time horizon being considered
compared to 12 months in Stage 1. Financial Instruments in stage 2 are not yet deemed to be credit-impaired.

Stage 3: If the Financial Instrument is credit-impaired, it is then moved to stage 3. The Organisation recognizes a
loss allowance at an amount equal to lifetime expected credit losses, reflecting a Probability of Default (PD) of 100
% for those Financial Instruments that are credit-impaired.

Definition of default
The Organisation recognizes default in the following cases:
e  Arrears including restructured loans >90 days
e Decease of a client
e Force majeure, when a client becomes insolvent due to external factors beyond the control

The definition of default is in line with relevant regulations taking into account the 90 days past due cap presumption
IFRS 9.

The loans for which the Organisation 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 Organisation 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
Organisation’s historical experience and expert credit assessment and including forward-looking information.

The quantitative information is a primary indicator of significant increase in credit risk and is based on the change
in lifetime PD by comparing:

e the remaining lifetime PD at the reporting date; with

e 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 Organisation considers that a significant increase in credit risk occurs no later than when an asset
is more than 30 days past due.

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

e The criteria are capable of identifying significant increases in credit risk before an exposure is in default;
e The criteria do not align with the point in time when an asset becomes 30 days past due; and

e There is no unwarranted volatility in loss allowance from transfers between 12-months PD (probability of
default) and lifetime PD.
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20. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Forward-looking information

Under IFRS 9, the allowance for credit losses is based on reasonable and supportable forward-looking information
obtainable without undue cost or effort, which takes into consideration past events, current conditions and forecasts
of future economic conditions.

The Organisation 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.

The Organisation has identified and documented the key drivers of credit risk and credit losses for the portfolio
using an analysis of historical data, has assessed impact of macro-economic variables on probability of default and
recovery rate. The following macro-economic variables were analysed:

e Real growth rate of GDP of Georgia;
e Inflation rate;
e  Monetary policy interest rate.
Measurement of ECL
The key inputs into the measurement of ECL are the term structure of the following variables:
e  Probability of default (PD);
e Loss given default (LGD);

e  Exposure at default (EAD).
These parameters are generally derived from internally developed statistical models and other historical data. They

are adjusted to reflect forward-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.

If a counterparty or exposure migrates between ratings classes, then this will lead to a change in the estimate of
the associated PD. PDs are estimated considering the contractual maturities of exposures and estimated prepayment
rates.

PDs are calculated based on five-year average and then 1-year and lifetime PDs are derived by extrapolating using
migration matrices.
Exposure at default (EAD)

Exposure of default (EAD): The EAD represents an estimate of the exposure to credit risk at the time of a potential
default occurring during the life of a financial asset. It represents the cash flows outstanding at the time of default,
considering expected repayments, interest payments and accruals discounted at the EIR.

Loss given default (LGD)

LGD is defined as the likely loss in case of a counterparty default. The Organisation 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.
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20. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
FINANCIAL LIABILITIES

The Organisation 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 Organisation 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 Organisation derecognises financial liabilities when, and only when, the Organisation’s obligations 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 recognition 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.

FAIR VALUE MEASUREMENT

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:

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

e Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable; and

e Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable.

The level in the fair value hierarchy 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.

Derivative Financial instruments measured at fair value by the level 2 in the fair value hierarchy are presented in
Note 15.

FOREIGN CURRENCY TRANSLATION

Items included in the financial statements are measured using the currency of the primary economic environment in
which The Organisation operates (‘the functional currency’). Financial statements are presented in thousands of
Georgian Lari (GEL), which is The Organisation’s functional and presentation currency.

Monetary assets and liabilities are translated into The Organisation’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 Organisation’s functional currency at year-end official exchange rates are recognised in
the statement of comprehensive income.
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20. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Translation at year-end rates does not apply to non-monetary items, including equity investments. Effects of
exchange rate changes on the fair value of equity 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 2022 and 2021:

USD / GEL EUR / GEL
Exchange rate as at 31 December 2022 2.7020 2.8844
Exchange rate as at 31 December 2021 3.0976 3.5040

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.

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.

Interest Income Recognition

For Financial Instruments in Stage 1 and Stage 2, the Organisation calculates interest income by applying the
Effective Interest Rate (EIR) to the gross carrying amount. Interest income for financial assets in Stage 3 is calculated
by applying the EIR to the amortised cost (i.e. the gross carrying amount less credit loss allowance). For Financial
Instruments classified as purchased or originated credit-impaired only, interest income is calculated by applying a
credit adjusted EIR to the amortised cost of these purchased or originated credit-impaired assets.

DERIVATIVE FINANCIAL INSTRUMENTS

Derivative financial instruments included in financial assets at fair value through profit or loss or loss in the statement
of financial position comprise foreign currency forward contracts and currency swaps.

Derivatives are initially recognised at fair value on the date on which a derivative contract is entered into and are
subsequently re-measured at fair value. All derivatives are carried as financial assets when their fair value is positive
and as financial liabilities when their fair value is negative.

Changes in the fair value of derivatives are recognised immediately in profit or loss.

PROPERTY, EQUIPMENT AND INTANGIBLE ASSETS

Property, equipment and intangible assets are carried at historical cost less accumulated depreciation (amortisation)
and recognized impairment loss, if any. Depreciation (amortisation) 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)
Buildings 30-50
Leasehold improvements Lease contract term
Vehicles 5
Office equipment 3-5
Furniture and fixtures 3-5
Accounting and other software 5
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20. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The carrying amounts of property and equipment are reviewed at each reporting date to assess whether they are
recorded in excess of their recoverable amounts. The recoverable amount is the higher of fair value less costs to sell
and value in use. The intangible assets with definite useful lives are amortised on a straight-line basis over expected
useful lives.

BORROWINGS

Borrowings are initially recognised at fair value. Subsequently they are stated at amortised cost and any difference
between net proceeds and the redemption value is recognised in the statement of comprehensive income over the
period of the borrowings, using the effective interest method.

SHARE CAPITAL

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

DIVIDENDS

Dividends are recorded 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.

TAXATION

The tax expense for the year comprises current and deferred tax. Tax is recognized in the statement of
comprehensive income, except to the extent that it relates to items recognized in other comprehensive income or
directly in equity. In this case the tax is also recognized in other comprehensive income or directly in equity,
respectively.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the
balance sheet date in Georgia and generates taxable income. Management periodically evaluates positions taken in
tax returns with respect to situations in which applicable tax regulation is subject to interpretation. It establishes
provisions where appropriate on the basis of amounts expected to be paid to the tax authorities.

Deferred income tax is recognized, using the liability method, on temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts in the financial statements. However, the deferred income
tax is not accounted for if it arises from initial recognition of an asset or liability in a transaction other than a
business combination that at the time of the transaction affects neither accounting nor taxable profit and loss.
Deferred income tax is determined using tax rate (and laws) that has been enacted or substantially enacted by the
balance sheet date and is expected to apply when the related deferred income tax asset is realised or the deferred
income tax liability is settled.

Deferred income tax assets are recognized only to the extent that it is probable that future taxable profit will be
available against which the temporary differences can be utilized. Deferred income tax assets and liabilities are
offset when there is a legally enforceable right to offset current tax assets against current tax liabilities and when
the deferred income taxes assets and liabilities relate to income taxes levied by the same taxation authority on
either the taxable entity where there is an intention to settle the balances on a net basis.

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 Organisation.
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20. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
LEASES

The Organisation as lessee

Identifying the lease

A contract is, or contains, a lease when it conveys the right to use an underlying asset for a period of time, in
exchange for consideration. At inception of a contract, the Organisation assesses whether it meets the two following
cumulative conditions to be qualified as a lease:

- its execution involves the use of an identified asset, and
- it conveys the right to direct the use of that identified asset.

Initial recognition
All leases are accounted for by recognising a right-of-use asset and a lease liability except for:

- Leases of low value assets; and
- Leases with a duration of 12 months or less.

Leases are recognised on the Organisation’s balance sheet as follows:

- An asset representing the right to use the underlying asset over the lease term;
- Aliability for the obligation to pay the lease payments.

Lease liabilities are measured at the present value of the contractual payments due to the lessor over the lease
term, with the discount rate determined by reference to the rate inherent in the lease unless this is not readily
determinable, in which case the Organisation’s incremental borrowing rate on commencement of the lease is used.
Variable lease payments are only included in the measurement of the lease liability if they depend on an index or
rate. In such cases, the initial measurement of the lease liability assumes the variable element will remain
unchanged throughout the lease term. Other variable lease payments are expensed in the period to which they
relate.

On initial recognition, the carrying value of the lease liability also includes:
- amounts expected to be payable under any residual value guarantee;
- the exercise price of any purchase option granted in favour of the Organisation if it is reasonably certain
to assess that option;
- any penalties payable for terminating the lease, if the term of the lease has been estimated on the basis
of termination option being exercised.

At the commencement date, the Organisation measures the right-of-use asset at cost. The cost of the right-of-use
asset is comprised:

- The amount of the initial measurement of the lease liability;

- lease payments made at or before commencement of the lease;

- initial direct costs incurred; and

- the amount of any provision recognised where the Organisation is contractually required to dismantle,
remove or restore the leased asset (typically leasehold dilapidations).

Subsequent measurement

Subsequent to initial measurement lease liabilities increase as a result of interest charged at a constant rate on the
balance outstanding and are reduced for lease payments made. Right-of-use assets are amortised on a straight-line
basis over the remaining term of the lease or over the remaining economic life of the asset if, rarely, this is judged
to be shorter than the lease term.

When the Organisation revises its estimate of the term of any lease (because, for example, it re-assesses the
probability of a lessee extension or termination option being exercised), it adjusts the carrying amount of the lease
liability to reflect the payments to make over the revised term, which are discounted at the revised discount rate.
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20. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The carrying value of lease liabilities is similarly revised when the variable element of future lease payments
dependent on a rate or index is revised, except the discount rate remains unchanged. In both cases an equivalent
adjustment is made to the carrying value of the right-of-use asset, with the revised carrying amount being amortised
over the remaining (revised) lease term. If the carrying amount of the right-of-use asset is adjusted to zero, any
further reduction is recognised in profit or loss.

When the Organisation renegotiates the contractual terms of a lease with the lessor, the accounting depends on the
nature of the modification:

- if the renegotiation results in one or more additional assets being leased for an amount commensurate with
the standalone price for the additional rights-of-use obtained, the modification is accounted for as a
separate lease in accordance with the above policy;

- in all other cases where the renegotiated increases the scope of the lease (whether that is an extension to
the lease term, or one or more additional assets being leased), the lease liability is remeasured using the
discount rate applicable on the modification date, with the right-of-use asset being adjusted by the same
amount;

- if the renegotiation results in a decrease in the scope of the lease, both the carrying amount of the lease
liability and right-of-use asset are reduced by the same proportion to reflect the partial of full termination
of the lease with any difference recognised in profit or loss. The lease liability is then further adjusted to
ensure its carrying amount reflects the amount of the renegotiated payments over the renegotiated term,
with the modified lease payments discounted at the rate applicable on the modification date. The right-
of-use asset is adjusted by the same amount.

The Organisation elects, by class of underlying asset, not to separate non-lease components from lease components,
and instead accounts for each lease component and any associated non-lease components as a single lease
component.

Determination of lease term

The lease term is defined as the non-cancellable term of the lease, together with any periods covered by an option
to extend the lease (including the renewal option implied through customary business practices) if it is reasonably
certain to be exercised, or any periods covered by an option to terminate the lease if it is reasonably certain not to
be exercised.

Management applies judgement to determine the lease term when contracts include renewal options that are
exercisable only by the Organisation. It considers all relevant factors that create an economic incentive to exercise
the renewal option. After the commencement date, the Organisation reassesses the lease term if there is a
significant event or a change in circumstances that is within its control and affects its ability to exercise (or not to
exercise) the option to renew, or to terminate the lease.

Determination of incremental borrowing rate (IBR)

IBR is the rate of interest that a lessee would have to pay to borrow over a similar term, and with a similar security,
the funds necessary to obtain an asset of a similar value to the right of use asset in a similar economic environment.

The management applies judgement to estimate the IBR. The management uses an observable information to
determine the base rate and adjustments for the lessee specific factors and the asset factors (the adjustment for
security).

Determination of lease payments

In Georgia it is customary that lease renewal option is implied through customary business practices and not all
renewal options are documented within the lease agreements. In such cases, the initial measurement of the lease
liability assumes the payment for renewal period will remain unchanged throughout the lease term.

Short-term leases and leases of low-value assets

The Organisation applies the recognition exemption for short-term leases (i.e. lease with a lease term of 12 months
or less from the commencement date) and leases of low-value assets. Associated lease payments are recognised as
an expense in the income statement on a straight-line basis over the lease term.
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20. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
PROVISIONS

Provisions are recognized when the Organisation has a present obligation (legal or constructive) as a result of a past
event, it is probable that the Organisation will be required to settle the obligation, and a reliable estimate can be
made of the amount of the obligation.

The amount recognized as a provision is the best estimate of the consideration required to settle the present
obligation at the end of the reporting period, taking into account the risks and uncertainties surrounding the
obligation. When a provision is measured using the cash flows estimated to settle the present obligation, its carrying
amount is the present value of those cash flows (where the effect of the time value of money is material).

EVENTS AFTER THE REPORTING PERIOD

Events after the reporting period and events before the date of financial statements authorisation for issue that
provide additional information about the Organisation’s financial statements are reported in the financial
statements. Post-balance sheet events that do not affect the financial position of the Organisation at the balance
sheet date are disclosed in the notes to the financial statements when material.
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Tel: +993 32 254 58 45 2 Tarkhnishyili Street
D bdo@bdo.ge Vere Business Center
www, bdo.ge 0179 Thilisi, Georgia

INDEPENDENT AUDITORS’ REPORT

To the Owners and Management of JSC MFO LAZIKA CAPITAL
Opinion

We have audited the financial statements of JSC MFO LAZIKA CAPITAL, (hereinafter - the Organisation) which
comprise the statement of financial position as at 31 December 2022, and the statements of comprehensive
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, the accompanying financial statements present fairly, in all material respects, the financial
position of the Organisation as at 31 December 2022, and its financial performance and its cash flows for the
year then ended in accordance with International Financial Reporting Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under
those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Organisation in accordance with the International Ethics
Standards Board for Accountants’ Code of Ethics for Professional Accountants (JESBA Code) together with the
ethical requirements that are relevant to our audit of the financial statements in Georgia, and we have fulfilled
our other ethical responsibilities in accordance with these requirements and the IESBA Code.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion,

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 Organisation’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 Organisation or to cease
operations, or has no realistic alternative but to do so. )

Those charged with governance are responsible for overseeing the Organisation’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 is a high level of assurance but is not a guarantee that an audit conducted in
accordance with ISAs will always detect a material misstatement when it exists,

Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.
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As part of an audit in accordance with {SAs, we exercise professional judgment and maintain professional
scepticism throughout the audit, We also;

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

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

= Conclude on the appropriateness of management'’s use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the Organisation’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. Qur 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 Organisation to cease to continue as a going 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.

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, mc!udmg 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 Audit LLC

Thilisi, Georgia

11 May 2023




JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL
STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December 2022
(In thousands of Georgian Lari)

2021

15,753
(4,610)

11,143

(576)

10,567

453
830
(6,191)
(4,751)
(1,243)
(931)
2,254

988

Note 2022
Interest income . 5 ; 16,774
Interest expense - (5,220}
Net interest income before impairment ' 11,554
Loan impairment charge 11 (688)
Net interest income 10,866
Fee and commission income 432
Penalties and fines including other income 6 661
Fair value change of swap contracts 15 (9,868)
Salaries and other employee benefits 7 {4,563)
Other operating expenses 8 (1,388)
Depreciation and amortization (919)
Net gain on foreign exchange operations 5,522
Profit before income tax 743
Income tax expense S (320)
Total comprehensive income for the year 423

61
1,049

The financial statements for the year ended 31 December 2022 were approved on behalf of the management on 11

May 2023 by:

-

Whengelia

Vﬁ 7./1
Financial Director ™~ Irakli Kurashvili
74

General Director

The notes on pages 9-44 form an integral part of these financial statements,
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL

STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December 2022
(In thousands of Georgian Lari)

Interest income
Interest expense

Net interest income before impairment
Loan impairment charge

Net interest income

Fee and commission income
Penalties and fines including other income
Fair value change of swap contracts
Salaries and other employee benefits
Other operating expenses
Depreciation and amortization
Net gain on foreign exchange operations
Profit before income tax
Income tax expense
Total comprehensive income for the year

Note

"

2022 2021
16,774 15,753
(5,220) (4,610)
11,554 11,143

(688) (576)
10,866 10,567
432 453
661 830
(9,868) (6,191)
(4,563) (4,751)
(1,388) (1,243)
(919) (931)
5,522 2,254
743 988
(320) 61
423 1,049

The financial statements for the year ended 31 December 2022 were approved on behalf of the management on 11

May 2023 by:

General Director

Financial Director

The notes on pages 9-44 form an integral part of these financial statements.

Besik Shengelia

Irakli Kurashvili
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL
STATEMENT OF FINANCIAL POSITION

As at 31 December 2022
(In thousands of Georgian Lari)

Assets
Cash and cash equivalents
Loans to customers
Financial assets at fair value through profit or loss
Other assets
Intangible assets
Right-of-use assets
Property and equipment
Deferred income tax asset
Total assets

Liabilities
Borrowings
Financial liabilities at fair value through profit or loss
Lease liabilities
Other liabilities
Deferred income tax liability
Total liabilities

Equity
Share capital
Treasury shares
Share premium
Retained earnings
Total equity

Total liabilities and equity

The notes on pages 9-44 form an integral part of these financial statements.

Note

10
11
15

12
13

14
15
12

16
16
16

31 December

31 December

2022 2021
2,071 13,048
67,935 62,994
259 14
511 193
30 185
674 907
2,271 2,447
148
73,751 79,936
59,376 65,457
21 239
752 1,112
38 77

90
60,277 66,885
3,750 3,750
(445) (445)
2,537 2,537
7,632 7,209
13,474 13,051
73,751 79,936
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL
STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2022

(In thousands of Georgian Lari)

Share Treasury Retained
capital Shares Shares Earnings Total
At 31 December 2020 3,750 (445) 2,537 6,160 12,000
Comprehensive income for the year - 1,049 1,049
At 31 December 2021 3,750 (445) 2,537 7,209 13,051
Comprehensive income for the year - - 423 423
At 31 December 2022 3,750 (445) 2,537 7,632 13,474

The notes on pages 9-44 form an integral part of these financial statements.
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL
STATEMENTS OF CASH FLOWS
For the year ended 31 December 2022

(In thousands of Georgian Lari)

CASH FLOWS FROM OPERATING ACTIVITIES:

Interest received

Interest paid

Fees and commissions received

Other operating Income received

Cash flows from swap contracts

Salaries and other employee benefits paid

Administration and other operating expenses paid

Cash flows from operating activities before changes in operating
assets

Changes in operating assets
Payments received on loans to customers
Disbursements on loans to customers

Net cash flows from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES: .
Acquisition of property, plant and equipment, and intangible assets
Net cash flows from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Repayments of borrowings
Proceed from borrowings
Lease liabilities paid
Dividends paid
Net cash flows from financing activities

Effect of exchange rate changes on cash and cash equivalents
Net (decrease) / increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

The notes on pages 9-44 form an integral part of these financial statements.

2022 2021
17,499 16,038
(4,994) (4,130)

321 338

936 1,067
(10,331) (6,202)
(4,760) (4,907)
(1,666) (1,584)
(2,995) 620
60,760 62,055
(67,213) (72,320)
(9,448) (9,645)
(236) (135)
(236) (135)
(27,932) (24,434)
28,042 36,992
(456) (483)

5 (57)

(346) 12,018
(947) (761)
(10,977) 1,477
13,048 11,571
2,071 13,048
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2022

(In thousands of Georgian Lari)

1. GENERAL INFORMATION

ORGANISATION

Microfinance Organisation Lazika Capital is a Joint Stock Company (the “Organisation”) which was established on 26
December 2007. The Organisation was registered at tax department regional office in Zugdidi, Georgia with the
registration number - 220411132.

The Organisation conducts its business under the Law on Microfinance Activity and is supervised by the National Bank
of Georgia (“NBG”).

The supreme governing body of the Organisation is the General Meeting of Shareholders. The supervision of the
Organisation’s operations is conducted by the Supervisory Board, members of which are appointed by the General
Meeting of Shareholders. Daily management of the Organisation is carried out by the Board of Directors appointed
by the Supervisory Board.

As the Organisation’s principal business activity Lazika Capital provides micro and small loans (up to GEL 100,000)
to customers in Georgia.

The Organisation’s head office is located on 59 Gamsakhurdia Street, Zugdidi, Georgia. Also, the Organisation had
19 branches in major cities of western Georgia as at 31 December 2022.

Detailed information about the shareholders is disclosed below in Note 16. The Organisation had no ultimate
controlling party as at 31 December 2022 and 2021.

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 Organisation maintains its records and prepares financial statements in Georgian Lari (GEL), which is also the
Organisation’s functional currency. Amounts in the financial statements are rounded in thousands, unless otherwise
stated. The reporting period for the Organisation is the calendar year from January 1 to December 31.

The preparation of financial statements in compliance with adopted IFRS requires the use of certain critical
accounting estimates. It also requires management to exercise judgment in applying The Organisation's accounting
policies. The areas where significant judgments and estimates have been made in preparing the financial statements
and their effect are disclosed in Note 3. The principal accounting policies adopted in the preparation of the financial
statements are set in the Note 20.

BASIS OF MEASUREMENT

These financial statements have been prepared under the historical cost basis except for the derivative financial
instruments at fair value through profit or loss.

GOING CONCERN

These financial statements have been prepared on the assumption that the Organisation is a going concern and will
continue its operations for the foreseeable future. The management believes that the going concern assumption is
appropriate for the Organisation.
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2022

(In thousands of Georgian Lari)

2, BASIS OF PREPARATION (CONTINUED)
ADOPTION OF NEW OR REVISED STANDARDS AND INTERPRETATIONS
A) NEW STANDARDS, INTERPRETATIONS AND AMENDMENTS EFFECTIVE FROM 1 JANUARY 2022

Annual Improvements to IFRS: 2018-2020 Cycle. In May 2020, the 1ASB issued minor amendments to IFRS 1 First-
time Adoption of International Financial Reporting Standards, IFRS 9 Financial Instruments, IAS 41 Agriculture and
the Illustrative Examples accompanying IFRS 16 Leases.

Conceptual Framework for Financial Reporting (Amendments to IFRS 3). In May 2020, the IASB issued amendments
to IFRS 3, which update a reference to the Conceptual Framework for Financial Reporting without changing the
accounting requirements for business combinations. The amendments. introduce an exception to the general
recognition requirement for liabilities and contingent liabilities acquired in a business combination that is within
the scope of IAS 37 Provisions, Contingent Liabilities and Contingent Assets and IFRIC 12 Service Concession
arrangements,

IAS 37 Provisions, Contingent Liabilities and Contingent Assets (Amendment - Onerous Contracts - Cost of
Fulfilling a Contract). In May 2020, the IASB issued amendments to IAS 37, added paragraph 68A to specify which
costs an entity includes in determining the cost of fulfilling a contract for the purposes of assess whether the contract
is onerous. These amendments are expected to result in more contracts being accounted for as onerous contracts

IAS 16 Property, Plant and Equipment (Amendment - Proceeds before Intended Use). In May 2020, the IASB issued
amendments to IAS 16, which prohibit a company from deducting amounts received from selling items produced
while the company is preparing the asset for its intended use from the cost of property, plant and equipment.
Instead, a company will recognise such sales proceeds and any related costs in profit or loss rather than offset
against the cost of the property.

The Organization is currently assessing the impact of these new accounting standards and amendments.
b) New standards, interpretations and amendments not yet effective
STANDARDS AND AMENDMENTS MANDATORILY EFFECTIVE FROM 1 JANUARY 2023

IFRS 17 Insurance Contracts. IFRS 17 introduces an internationally consistent approach to the accounting for
insurance contracts. Prior to IFRS 17, significant diversity has existed worldwide relating to the accounting for and
disclosure of insurance contracts, with IFRS 4 permitting many previous (non-IFRS) accounting approaches to
continue to be followed. IFRS 17 will result in significant changes for many insurers, requiring adjustments to existing
systems and processes. Ve e

The new standard takes the view that insurance contracts combine features of a financial instrument and a service
contract, and that many generate cash flows that vary substantially over time. It therefore takes the approach of:

»  Combining current measurement of future cash flows with recognising profit over the period that services are
provided under the contract

»  Presenting insurance service results (including insurance revenue) éeparately from insurance finance income
or expenses, and _

» Requiring an entity to make an accounting policy choice for each portfolio whether to recognise all insurance
finance income or expenses for the reporting period in profit or loss, or to recognise some in other
comprehensive income.

Subsequent to the issue of IFRS 17, amendments to the standard and deferral of effective dates have been made.

Disclosure of Accounting Policies (Amendment to IAS 1 and IFRS Practice Statement 2). In February 2021, the
IASB issued amendments to IAS 1, which change the disclosure requirements with respect to accounting policies
from ‘significant accounting policies’ to ‘material accounting policy information’. The amendments provide
guidance on when accounting policy information is likely to be considered material. The amendments to IAS 1 are
effective for annual reporting periods beginning on or after 1 January 2023, with earlier application permitted. As
IFRS Practice Statements are non-mandatory guidance, no mandatory effective date has been specified for the
amendments to IFRS Practice Statement 2.
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

(In thousands of Georgian Lari)

2, BASIS OF PREPARATION (CONTINUED)

Deferred Tax related to Assets and Liabilities arising from a Single Transaction (Amendments to I1AS 12). In May
2021, the IASB issued amendments to IAS 12, which clarify whether the initial recognition exemption applies to
certain transactions that result in both an asset and a liability being recognised simultaneously (e.g. a lease in the
scope of IFRS 16). The amendments introduce an additional criterion for the initial recognition exemption under IAS
12.15, whereby the exemption does not apply to the initial recognition of an asset or liability which at the time of
the transaction, gives rise to equal taxable and deductible temporary differences.

STANDARDS AND AMENDMENTS MANDATORILY EFFECTIVE FROM 1 JANUARY 2024

Lease Liability in a Sale and Leaseback (Amendment to IFRS 16). The IFRS Interpretations Committee issued an
agenda decision in June 2020 - Sale and leaseback with Variable Payments. This matter was referred to the IASB for
standard setting for some aspects. The IASB issued the final amendments in September 2022,

The Amendments provide a requirement for the seller-lessee to determine ‘lease payments’ or ‘revised lease
payments’ in a way that the seller-lessee would not recognise any amount of the gain or loss that relates to the
right of use retained by the seller-lessee.

IAS 1 Presentation of Financial Statements (Amendment - Classification of Liabilities as Current or Non-Current,
Non-current Liabilities with Covenants). The 1ASB issued amendments to IAS 1 - Classification of Liabilities as
Current or Non-current in January 2020, which have been further amended partially by amendments Non-current
Liabilities with Covenants issued in October 2022.

The amendments require that an entity’s right to defer settlement of a liability for at least twelve months after the
reporting period must have substance and must exist at the end of the reporting period. Classification of a liability
is unaffected by the likelihood that the entity will exercise its right to defer settlement for at least twelve months
after the reporting period.

If an entity’s right to defer is subject to the entity complying with specified conditions, such conditions affect
whether that right exists at the end of the reporting period, if the entity is required to comply with the condition
on or before the end of the reporting period and not if the entity is required to comply with the conditions after the
reporting period. The amendments also provide clarification on the meaning of ‘settlement’ for the purpose of
classifying a liability as current or non-current

As a result of the COVID-19 pandemic, the Board deferred the effectivé date of the amendments by one year to
annual reporting periods beginning on or after 1 January 2024. -

The Organization does not think these changes will have material effect on the Organization financial statements.
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2022

(In thousands of Georgian Lari)

3. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The Organisation 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 assumnptions 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.

MEASUREMENT OF EXPECTED CREDIT LOSSES

The following are key estimations that the management have used in the process of applying the Organisation’s
accounting policies and that have the most significant effect on the loss allowances for expected credit losses:

* Probability of default: PD constitutes a key input in measuring ECL. PD is an estimate of the likelihood of default
over a given time horizon, the calculation of which includes historical data, assumptions and expectations of future
conditions.

* 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, taking into account cash flows from
collateral.

e Establishing forward-looking scenarios: When measuring ECL the Organisation uses reasonable and supportable
forward-looking information, which is based on assumptions for the future movement of different economic drivers
and how these drivers will affect each other. '

LEASE TERM, INCREMENTAL BORROWING RATE (IBR) AND LEASE PAYMENTS

The lease term is defined as the non-cancellable term of the lease, together with any periods covered by an option
to extend the lease (including the renewal option implied through customary business practices) if it is reasonably
certain to be exercised, or any periods covered by an option to terminate the lease if it is reasonably certain not to
be exercised. Management applies judgement to determine the lease term when lease contracts include renewal
options that are exercisable only by the Organisation. It considers all relevant factors that create an economic
incentive to exercise the renewal option. After the commencement date, the Organisation reassesses the lease term
if there is a significant event or a change in circumstances that is within its control and affects its ability to exercise
(or not to exercise) the option to renew, or to terminate the lease.

The management applies judgement to estimate the IBR. The management uses an observable information to
determine the base rate and adjustments for the lessee specific factors and the asset factors (the adjustment for
security).

In Georgia it is customary that lease renewal option is implied through Customary business practices and not all
renewal options are documented within the lease agreements. In such cases, the initial measurement of the lease

throughout the lease term.

INCOME TAXES

During the ordinary course of business, there are many transactions and calculations for which the ultimate tax
determination is uncertain. As a result, the Organisation recognizes tax liabilities based on estimates of whether
additional taxes and interest will be due. These tax liabilities are recognized when, despite the Organisation’s belief
that its tax return positions are supportable, the Organisation believes that certain positions are likely to be challenged
and may not be fully sustained upon review by tax authorities, As a result, the Organisation minimizes the risks related
to this fact. The Organisation believes that its accruals for tax liabilities are adequate for all open audit years based on
its assessment of many factors including past experience and interpretations of tax law. This assessment relies on
estimates and assumptions and may involve a series of complex judgments about future events,
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2022

(In thousands of Georgian Lari)

4. FINANCIAL INSTRUMENTS - RISK MANAGEMENT

As a financial institution, the Organisation is exposed to risks that arise from its use of financial instruments. This
note describes the Organisation's objectives, policies and processes for managing those risks and the methods used
to measure them. Further quantitative 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 Organisation’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 organisations
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 Organisation’s competitiveness and flexibility. Further details regarding these policies are set out
below. Through its operations, the Organisation is exposed to the following financial risks:

*  Credit risk
*  Liquidity risk
*  Market risk:
= Currency risk

- Interest rate risk

CREDIT RISK

Credit risk is the risk of financial loss to the Organisation if a customer or counterparty to a financial instrument fails
to meet its contractual obligations. Exposure to credit risk arises as a result of the lending and other transactions
with counterparties giving rise to financial assets.

As the Organisation is providing micro-loans to customers as the core business activity credit risk is of crucial
importance similar to any Micro Financing Organisations (MFO) risk management process. To avoid significant
financial damage caused by this risk the Organisation uses various methods to identify and manage them effectively.

The Organisation has policies and procedures for the management of credit exposures, including the establishment
of Credit Committees, the analytical bodies responsible for analysing the information in the loan applications,
assessing and reducing the credit risks. The credit policy (in the form of a Credit Manual) is reviewed and approved
by the Board of Directors.

The credit policy establishes:

e Procedures for reviewing and approving loan credit appifcations;'

*  Methodology for the credit assessment of borrowers;

*  Methodology for the evaluation of collateral;

¢  Credit documentation requirements;

*  Procedures for the ongoing monitoring of loans and other credit exposures.
The Credit Committee is authorized to make the final decision about financing or rejecting the loan applications.
The loans presented to the Committee for approval are based on limits established by the credit policy.

Accuracy and correctness of information presented to the Credit Committee is the responsibility of the credit officer,
who fills in the initial application after the due scrutiny of the applicant’s business and its credit risks through the
use of scoring models and application data verification procedures,

Page 13 of 44




JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2022
(In thousands of Georgian Lari)

4. FINANCIAL INSTRUMENTS - RISK MANAGEMENT (CONTINUED)

Eventually the Credit Committee members assess the application against the established criteria (applicant’s credit
history, financial condition, competitive ability, etc.).

Assessment of the applicant’s creditworthiness through monitoring of its business allows timely avoidance the risk
of financial loss. Monitoring is performed by credit officers who report the results to the management. Regular
monitoring of loans is also performed by the Monitoring Department. For timely response to potential risks,
monitoring results are presented to the top management on monthly basis. The monitoring system helps to manage
credit risks and to minimize them in a timely manner.

Exposure to credit risk is also managed, in part, by obtaining collateral and personal guarantees.

Apart from individual customer analysis, the credit portfolio is assessed by the Risk Department with regard to credit
concentration and market risks.

The maximum exposure to credit risk is generally reflected in the carrying amounts of financial assets in the
statement of financial position. The maximum exposure to credit risk at the reporting dates was:

31 December 31 December
2022 2021
Cash and cash equivalents (excluding cash on hand) _ 2,050 13,023
Loans to customers 67,935 62,994
Financial assets at fair value through profit or loss S 259 14
Other assets 91 64
70,335 76,095

The Organisation’s credit exposure related to loans to customers is disclosed in Note 11.

Credit risk grades

The Organisation allocates each exposure to a credit risk grade based on a variety of data that is determined to be
predictive of the risk of default and applying experienced credit judgment. Credit risk grades are defined using
qualitative and quantitative factors that are indicative of risk of default. These factors vary depending on the nature
of the exposure and the type of borrower.

Each exposure is allocated to the credit risk grade at initial recognition based on available information about the
borrower. Exposures are subject to ongoing monitoring, which may result in an exposure being moved to a different
credit risk grade.

Upon disbursement of a loan, an exposure score is assigned based on the predetermined criteria, which is later
reflected in grades.

Grades upon disbursement of a loan:

A > 295 scores
B >= 260-295 scores
C < 260 scores

C1 not applicable (seasonal loans, to which rating is not applied)

Grades in case of arrears:
C3 > 1-30 day arrears
D > 31-60 day arrears
D1 > 61-90 day arrears
D2 > 91-120 day arrears
D3 > 121-180 day arrears
E > 181 day arrears

Page 14 of 44




JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2022

(In thousands of Georgian Lari)

4. FINANCIAL INSTRUMENTS - RISK MANAGEMENT (CONTINUED)

Grades for restructured loans:
R1 current restructuring and restructuring for 1-90 day arrears

R2 restructuring for arrears >90 days

Default grades

Default grades are represented by D2, D3, E, R2 categories.

Watch loans:

C2 category is represented by the loans, which have awarded of grades D and D1 due to past arrears but have no
delinguency any more, R1 (see the rule below) and the loans, which have been transferred to grade C2 by the Risk
Department in accordance with the special rules given below (scores do not apply here).

Grade changes

Any loans from C3 grade, which is no longer in arrears, move to A, B, Cand C1 grades.

If loans from D and D1 grades are no longer in arrears, they move to C2 grade. In case of arrears, a loan goes back
to the relevant grade.

decision and by the will of the client refinancing may be applied though disbursement of a new loan. Such loan is
assigned to C2 grade right upon its disbursement,

D2, D3, E and R2 loans permanently remain in the given grades, Until the overdue balance is not fully covered.
In case of parallel loans, the following rationale applies:

e If aclient has at least one delinquent loan, all of the loans of the client will fall into the grade, having
the largest ECL rate out of the existing loans.

e If a client has at least one restructured loan, all the loans of the client should be included in the
restructuring grade. Restructuring takes over delinquency. Therefore, if a client has 1 restructured loan
and 1 - delinquent, both of them will be included in the restructuring grade.

* If aclient has parallel loans with none of them being delinquent, restructured or included in C1, C2
categories, all of them should be awarded the grade, which has been assigned to the loan most recently
disbursed. For instance, if a client had one loan in grade A, disbursed before and he takes another loan in
another period under grade B, both loans will be included in grade B, as this is the grade of the most
recently disbursed loan.

* Ifaclient has parallel loans with none of them being delinquent or restructured and meantime, with one
of them being in grade €1, C1 loan should also be awarded the grade, which has been assigned to the
loan most recently disbursed (except of this loan).

» If a client has parallel loans with none of them being delinquent or restructured and meantime, with one
of them being in grade C2, all the loans of the client should be awarded C2 category.

In case if increased risks are detected with respect to A, B, C and C1 loans, they may be transferred to C2 grade
based on the following groups:

* Loan officer;

e  Branch;

¢ Location (city; region);

e Client sub-sector (livestock, greenhouses, internal transportation and etc.);
*  Any specific loan;

*  Any specific client.
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2022

(In thousands of Georgian Lari)

4. FINANCIAL INSTRUMENTS - RISK MANAGEMENT (CONTINUED)

Recommendation on transfer of loans to C2 grade by the given groups is made by the Risk Department of the
Organisation based on respective analysis and approval by the Executive Board. The following circumstances should
serve as a basis for the recommendation:

» Expected low yield or low prices on certain agricultural crops;

e Expected financial shocks and volatility is some business sector;

*  Expected high risks in a certain branch, where internal fraud has been identified.
Change of grade also occurs for refinancing of a loan; upon disbursement of a new loan, rating is calculated based
on updated information.

A, B, C and C1 grade loans, which have been transferred to C2 grade, go back to their original grades if the above-
mentioned risk factors no longer exist.

D and D1 go back to their original grades based on days in arrears,

Incorporation of forward-looking information

The Organisation 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).

The Organisation has identified and documented the key drivers of credit risk and credit losses for the portfolio
using an analysis of historical data, has assessed impact of macro-economic variables on probability of default and
recovery rate. The following macro-economic variables were involved in the analysis:

* Real growth rate of GDP of Georgia;
e Inflation rate;
*  Monetary policy interest rate;

Predicted relationships between the key indicators and default and loss rates on various portfolios of financial assets
have been developed based on analysing historical data over the past 3 and 5 years, for PD and LGD purposes,
respectively. Based on this analysis, the Organisation did not identify portfolio default key relationship with macro-
economic variables mentioned above,

Probability of default (PD)

PD estimates are estimates at a certain date, which are calculated based on statistical rating
models. If a counterparty or exposure migrates between ratings’ classes, then this will lead to a change in the
estimate of the associated PD. PDs are estimated considering the contractual maturities of exposures and estimated
prepayment rates. PDs are calculated based on three-year average and then 1-year and lifetime PDs are derived by
extrapolating using migration matrices.

As at December 31, 2022, 10% increase/(decrease) in average PD per each segment results in ECL
increase/(decrease) by 6.3% that represents GEL 97/(97) thousand.

As at December 31, 2021, 10% increase/(decrease) in average PD per each segment results in ECL
increase/(decrease) by 6.5% that represents GEL 81/(81) thousand.

Loss given default (LGD)

LGD is the magnitude of the likely loss if there is a default. The Organisation 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.

As at December 31, 2022, 10% increase/(decrease) in average LGD per each segment results in
ECL increase/(decrease) by 10% that represents GEL 156/ (156) thousand.

As at December 31, 2021, 10% increase/(decrease) in average LGD per each segment results in
ECL increase/(decrease) by 10% that represents GEL 125/ (125) thousand.
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2022
(In thousands of Georgian Lari)

4. FINANCIAL INSTRUMENTS - RISK MANAGEMENT (CONTINUED)

Credit quality of loans to customers

The following tables provide information on the credit

2022:

Risk Ranking
Agriculture
loans

A

B

C

C1

2

C3

D

D1

D2

D3

E

R1

R2

Risk ranking
Trade and
services
loans

A
B
C
C1
C2
a3
D
D1
D2
D3
E
R1
R2

Stage

wNwwwNN-ﬂ—‘—\—-—-—n

Stage

1
1
1
1
1
1
2
2
3
3
3
2
3

quality of loans to customers by sectors as at 31 December

Stage 1 Stage 2 Stage 3
12 Lifetime Lifetime_ ECL

Gross ECL - not ECL - Total Net allowance

loans m;&th credit- credit- ECL loans to gross

impaired impaired loans% *
17,420 (145) » (145) 17,275 0.83%
10,822 (98) (98) 10,724 0.91%
4,308 (38) (38) 4,270 0.88%
29 - - 29 0.00%
73 (1) (1) 72 1.37%
230 (46) (46) 184 20.00%
172 (64) (64) 108 37.21%
170 (74) (74) 96 43.53%
81 (57) (57) 24 70.37%
297 (197) (197) 100 66.33%
7 (3) (3) 4 42.86%
1,124 (31) (31) 1,093 2.76%
70 (40) (40) 30 57.14%
34,803 (328) (169) (297) (794) 34,009 2.28%

Stage 1 Stage 2 Stage 3
12- Lifetime Lifetime ECL

Gross ot ECL - not ECL - Total Net allowance

loans ECL . crec!it- _ creqit- ECL loans to gross

impaired impaired loans% *
15,010 (129) - (129) 14,881 0.86%
10,178 (103) (103) 10,075 1.01%
5,658 (53) (53) 5,605 0.94%
41 . - - 41 0.00%
109 (1) (1) 108 0.92%
263 (47) (47) 216 17.87%
116 - (43) (43) 73 37.07%
153 (55) E (55) 98 35.95%
62 (45) (45) 17 72.58%
219 (138) (138) 81 63.01%
279 (100) (100) 175 36.36%
952 1 (44) (43) 909 4.52%
7 (4) (4) 3 57.14%
33,043 (332) (142) (287) (761) 32,282 2.30%
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2022
(In thousands of Georgian Lari)

4. FINANCIAL INSTRUMENTS - RISK MANAGEMENT (CONTINUED)

Risk ranking
Manufacturi

ng
loans
A

B
c
C1
C2
C3
D
D1
D2
D3
E
R1
R2

Stage

W N W W w NN = s o aa

Gross
loans

Stage 1

12-
month
ECL

Stage 2
Lifetime
ECL - not

credit-
impaired

Stage 3
Lifetime
ECL -
credit-
impaired

Total
ECL

Net
loans

ECL
allowance
to gross
loans%

899
434
281

o v ov —

13

(1)
(1)

(1)
(5)

(1)

1,653

3) (e (5)

(1)
(1)

(1)

(5)

898
433
281

~N v ov -

-

0.11%
0.23%
0.00%
0.00%
0.00%
0.00%
0.00%
12.50%
0.00%
83.33%
0.00%
7.69%
0.00%

9)

1,644

0.54%

Credit quality of loans to customers

The following tables provide information on the credi

2021:

Risk ranking
Agriculture
loans

A
B
C
c1
C2
C3
D
D1
D2
D3
E
R1
R2

Stage

wNwwwNN—l_\_;_\_;._n

t quality of loans to customers by sectors as at 31 December

Stage 1 Stage 2 Stage 3
12- Lifetime Lifetime ECL

Gross ot ECL - not ECL‘- Total Net allowance

loans ECL _ creqit- _ crec!lt- ECL loans to gross

impaired impaired loans% *
9,773 (80) - - (80) 9,693 0.82%
15,182 (137) - - (137) 15,045 0.90%
7,413 (66) - . (66) 7,047 0.93%
16 - - - 16 0.00%
22 - - - 22 0.00%
179 (42) (42) 137 23.46%
81 (32) (32) 49 39.51%
104 (46) - (46) 58 44.23%
96 (63) (63) 33 65.63%
127 (83) (83) 44 65.35%
21 (10) (10) 11 47.62%
1,035 (17) (17) 1,018 1.64%
12 6) (6) 6 50.00%
33,761 (325) (95) (162) (582) 33,179 1.72%
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2022
(In thousands of Georgian Lari)

4. FINANCIAL INSTRUMENTS - RISK MANAGEMENT (CONTINUED)

Risk ranking
Trade and
services
loans

A
B
C
C1
C2
c3
D
D1
D2
D3
E
R1
R2

Risk ranking
Manufacturi

ng
loans

A
B
C
C1
C2
C3
D
D1
D2
D3
E
R1
R2

Stage

e L O U B S T e T G

Stage

U N

Stage 1 Stage 2 Stage 3
12- Lifetime Lifetime ECL

Gross ittt ECL - not ECL - Total Net allowance

loans ECL .creqlt- .credit- ECL loans to gross

impaired impaired loans% *
6,872 (56) (56) 6,816 0.81%
12,084 (113) (113) 11,971 0.94%
7,530 (69) (69) 7,461 0.92%
17 - - 17 0.00%
28 - 28 0.00%
94 (22) (22) 72 23.40%
56 (25) (25) 31 44,64%
71 (34) (34) 37 47.89%
122 (79) (79) 43 64.75%
57 (38) (38) 19 66.67%
282 . (97) (97) 185 34.40%
1,504 (69) - (69) 1,435 4.59%
14 - 4) (4) 10 28.57%
28,731 (260) (128) (218) (606) 28,125 2.11%

Stage 1 Stage 2 Stage 3
12- Lifetime Lifetime ECL

Gross it ECL - not ECL_- Total Net allowance

loans ECL credit- ‘credlt- ECL loans to gross

impaired impaired loans%
431 - 431 0.00%
684 (1) (1) 683 0.15%
473 (1) (1) 472 0.21%
- - 0.00%
0.00%
5 5 0.00%
14 (1 (1) 13 7.14%
4 1 (1) 3 25.00%
22 - (1) (1) 11 50.00%
10 7 7) 3 70.00%
67 (39) (39) 28 58.21%
41 - . 41 0.00%
1,751 ) (2) (57) (61) 1,690 3.48%
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2022

(In thousands of Georgian Lari)

4. FINANCIAL INSTRUMENTS - RISK MANAGEMENT (CONTINUED)
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 Organisation’s use of interest bearing and foreign 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

Currency risk is defined as the risk that the value of a financial instrument will fluctuate due to changes in foreign
exchange rates. The Organisation is exposed to the effects of fluctuations in the prevailing foreign currency exchange
rates on its financial position and cash flows.

The Organisation’s exposure to foreign currency exchange rate risk as at 31 December 2022 is presented in the tables
below:

Financial assets GEL usp EUR
Cash and cash equivalents 946 1,040 85
Loans to customers 67,935 -
Financial assgts at fair value 259
through profit or loss
Other assets 91
Total financial assets 68,972 1,299 85

Financial liabilities

Borrowings o 14,349 45,027 -
Financial liabilities at fair value

through profit or loss a
Lease liabilities 236 516
Other liabilities 38
Total financial liabilities 14,623 45,564
Open balance sheet position 54,349 (44,265) 85

The Organisation’s exposure to foreign currency exchange rate risk as at 31 December 2021 is presented in the tables

below:
Financial assets GEL usD EUR
Cash and cash equivalents 3,684 9,233 131
Loans to customers 62,994
Financial assets at fair value N 14
through profit or loss i
Other assets 64 o
Total financial assets 66,742 9,247 131

Financial liabilities

Borrowings 16,042 49,415

Financial liabilities at fair value 239

through profit or loss i 3

Lease liabilities 177 . 935

Other liabilities 77 - -
Total financial liabilities 16,296 50,589 -
Open balance sheet position 50,446 (41,342) 131
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2022
(In thousands of Georgian Lari)

4. FINANCIAL INSTRUMENTS - RISK MANAGEMENT (CONTINUED)

The following table details the Organisation’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 2022 and 2021 can be
presented as follows:

(GEL / USD) (GEL / EUR)
Sensitivity of the fluctuation of the market
exchange rates 2022 2021 2022 2021
20% increase (8,849) (8,221) 17 26
20% decrease 8,849 8,221 (17) (26)
Effect of swap contracts: )
20% increase 8,960 8,280
20% decrease (8,960) (8,280)
Accumulated effect;:
20% increase 111 59 17 26
20% decrease (111) (59) (17) (26)

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 values of
the financial assets and liabilities of the Organisation. This risk can arise from maturity mismatches of assets and
liabilities, as well as from the re-pricing characteristics of such assets and liabilities.

The table below summarises the Organisation’s exposure to interest rate risks. The table presents the aggregated
amounts of the Organisation’s interest-bearing financial assets and interest-bearing financial liabilities at carrying
amounts as at 31 December 2022 and 2021:

31 December 31 December
2022 2021
Total interest-bearing financial assets 69,703 74,899
Total interest-bearing financial liabilities ' (59,376) (65,457)
Net interest sensitivity gap 10,327 9,442

The information about maturities of interest-bearing financial assets and interest-bearing financial liabilities is given
in liquidity risk quantitative disclosures above,

The Organisation performs analysis of interest rate risk sensitivity.

Organisation’s all interest-bearing assets and liabilities are at fixed interest rates, therefore market interest rate
fluctuations do not affect the Organisation's income or expenses.
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2022

(In thousands of Georgian Lari)

4. FINANCIAL INSTRUMENTS - RISK MANAGEMENT (CONTINUED)
MANAGEMENT OF CAPITAL o

The Organisation's objectives when maintaining capital are:

* To safeguard the Organisation's ability to continue as a going concern, so that it can continue to operate
sufficiently; and

* To comply with the capital requirements set by NBG and borrowers.
* To provide an adequate return to shareholders.

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

In order to maintain or adjust the capital structure, the Organisation may adjust the amounts of dividends paid to
shareholders, return capital to shareholders, issue new shares, or sell assets to reduce debt. According to the
Organisation’s policy dividend declaration occurs when entity’s total comprehensive income for the year exceeds
GEL1,050. In this case amount exceeding abovementioned threshold can be distributed as dividend based on
shareholders’ decision, but distributed dividend should not exceed 30% of periods total comprehensive income at
the same time.

The Organisation is also subject to minimum capital requirements established by covenants stated in loan
agreements which are given below:

Covenants imposed by the lenders ) 2022 2021
Un-hedged Foreign Exchange Exposure Ratio <10% <10%
Cost to Income Ratio Epad <60% <50%
Capital adequacy ratio >16%+0,5% >14.5%
Negative Pledge <25% <25%
PAR (30) + rescheduled <5% <=5%
WO Ratio (Write-off) . <3% <4%
Open Credit Exposure Ratio (OCER) <10% <10%
PAR (30) + rescheduled +WO (Combined ratio) <8% <12%
Operational Self-Sufficiency Ratio >100% >100%
Liquidity Ratio >19% >19%
Risk Coverage ratio >50% >50%
ROA . >0% >=2%
Debt to Equity <7 <5.00
Maturity Gap Ratio o >-50% <-50%
Foreign Currency Ratio <10%

Portfolio at Risk Ratio <5%

Maturity matching ratio <100%

(PAR90 + R + WO LTM-recovery LTM)/GLP ‘ <12%

The Organisation was not in a breach of any covenant as at 31 December 2022. Possible consequences of non-
compliance with covenant are disclosed in Note 17,
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2022
(In thousands of Georgian Lari)

3. NET INTEREST INCOME

Interest income is arising from:
Loans to customers
Modification effect
Placements with banks
Total interest income
Interest expense is arising from:
Borrowings from foreign financial institutions
Borrowings from local banks
Lease liabilities

Total interest expense on financial liabilities recorded at amortized .

cost:

Net interest income before impairment

6. PENALTIES AND FINES INCLUDING OTHER INCOME

Penalties and fines
Other

7. SALARIES AND OTHER EMPLOYEE BENEF ITS

Salaries
Other benefits

Information about key management remuneration is disclosed in Note 18.

8. OTHER OPERATING EXPENSES

Consulting services
Transportation expenses
Communication expenses
Security expenses

Utility expense

Office supplies

Court Fees

Tax expenses other than income tax
Adveritisement expenses
Bank Charges

Other expenses

2022 2021

16,734 15,501

209

40 43

16,774 15,753

(4,909) (3,697)

(238) (813)

(73) (100)

(5,220) (4,610)

11,554 11,143
2022 2021

552 595

109 235

661 830
2022 2021

(4,498) (4,675)

(65) (76)

(4,563) (4,751)
2022 2021

(255) (274)

(218) (162)

(156) (153)

(154) (196)

(150) (134)

(106) (94)

(89) (61)

(83) (41)

(59) (42)

(38) (42)

(80) (44)

(1,388) (1,243)

*Consulting services include audit fees with total amounts of GEL47 thousand and GEL55 thousand for the years

ended 31 December 2022 and 2021 , respectively.
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2022

(In thousands of Georgian Lari)

9. TAXATION

Income tax expenses recorded in profit or loss for the year comprise the following:

2022 2021
Current income tax (82) (141)
Effect of temporary differences (238) 202
Income tax expense (320) 61
Reconciliation between the expected and the actual taxation charge is provided below:
2022 2021
Profit/(loss) before income tax 743 987
Applicable tax rate 15% 15%
Theoretical income tax benefit/(expense) (149) (148)
Effect of permanent differences (171) 209
Income tax expense (320) 61

The tax effect of the movements in the temporary differences is detailed below and is recorded at the rate of 15%
for Allowances for losses on loans and advances to customers and at the rate of 20% for Other temporary differences

(2021:15%).
Balance at Credited Balance at Credited Balance at
31 (charged) to 31 (charged) to 31

Temporary differences at December the Income December the Income December

a rate of 15% due to: 2020 Statement 2021 Statement 2022
Loans to customers (44) 172 128 99 227
Property and equipment (314) 306 (8) (325) (333)
Intangible assets (2) (1) 3) 3 -
Right-of-use assets (183) 47 (136) 1 (135)
Lease Liabilities 231 (64) 167 (16) 151
Tax loss carry forward 258 (258) - - -
Deferred tax liabilities (54) 202 148 (238) (90)

There are no material unrecognised deferred tax assets or liabilities, or any taxes recognised directly in equity or

other comprehensive income,
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2022
(In thousands of Georgian Lari)

10. CASH AND CASH EQUIVALENTS

Cash on hand

Cash at bank in Georgian Lari
Cash at bank in foreign currencies
Cash in transit

Restricted cash

*Restricted cash is comprised by the amounts related with fo
15.

As at 31 December 2022 and 2021 the majority of the Organisation’s cash in banks is

as B (short-term rating), BB- (long-term rating), with stable outlook.

Cash and cash equivalents distribution by currency is disclosed in Note 4.

11. LOANS TO CUSTOMERS

Originated loans to customers
Accrued interest
Less: expected credit losses

Analysis by sector:
Agriculture
Trade and services
Manufacturing

Gross loans to customers

Less: expected credit losses
Total loans to customers

31 December

31 December

2022 2022
21 25
785 3,528
983 8,377
158 152
124 966
2,071 13,048

31 December

reign currency swap contracts disclosed below in Note

with banks rated by Fitch Ratings

31 December

2022 2021
68,536 63,200
963 1,043
(1,564) (1,249)
67,935 62,994
34,803 33,761
33,043 28,731
1,653 1,751
69,499 64,243
(1,564) (1,249)
67,935 62,994

Loans to customers were issued to customers located within Georgia who operate in the following economic sectors:

31 December 2022

Agriculture
Trade and services
Manufacturing

Agriculture
Trade and services
Manufacturing

Gross Loans ECL Net Loans
34,803 (794) 34,009
33,043 (761) 32,282

1,653 9) 1,644
69,499 (1,564) 67,935
31 December 2021

Gross Loans ECL Net Loans
33,761 (582) 33,179
28,731 (606) 28,125

1,751 (61) 1,690
64,243 (1,249) 62,994
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2022

(In thousands of Georgian Lari)

11. LOANS TO CUSTOMERS (CONTINUED)

Loans to customers were issued to customers under the following collaterals:

Third party personal guarantees
Unsecured

Real estate

Movable property, including vehicles

Third party personal guarantees
Unsecured

Real estate

Movable property, including vehicles

The Organisation has established internal policy for issuing collateralized loans. Loans are
property, transport facility and personal guarantees. Requirements for collatera
value ratio. Maximum ratio for LTV is 85%. This ratio is referred to the collat

maximum 80% of fair value of pledged collateral.

31 December 2022

Gross Loans ECL Net Loans
45,594 (791) 44,803
12,951 (625) 12,326
10,927 (148) 10,779

27 27
69,499 (1,564) 67,935
31 December 2021

Gross Loans ECL Net Loans
40,750 (514) 40,236
14,108 (536) 13,572

9,340 (199) 9,141
45 - 45
64,243 (1,249) 62,994

Movements in the loan impairment allowance for the year ended 31 December 2022 are as follows:

pledged with mortgage
lis determined by using loan-to-
eral’s discounted value, which is

12-month Lifetime ECL - not Lifetime ECL -
ECL credit-impaired credit-impaired
(Stage 1) (Stage 2) - (Stage 3) Total

At the beginning of the year 587 225 437 1,249
New loans originated 477 168 292 937
Transfer to Stage 1 4 (4) -
Transfer to Stage 2 (5) 5 -
Transfer to Stage 3 (4) (4) 8 -
Repaid loans (385) (78) (69) (532)
Write-offs (836) (292) (415) (1,543)
Recoveries of previously written off - 30 30
Net other measurement of ECL 825 288 310 1,423
At the end of the year 663 312 589 1,564
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2022
(In thousands of Georgian Lari)

11. LOANS TO CUSTOMERS (CONTINUED)

Respective movements in the gross carrying amounts of loans to customers for the year ended 31 December 2022

are as follows:

At the beginning of the year
New loans originated
Transfer to Stage 1
Transfer to Stage 2
Transfer to Stage 3
Repaid loans
Write-offs
Recoveries of previously written off
Net other changes
At the end of the year

At the beginning of the year
New loans originated
Transfer to Stage 1
Transfer to Stage 2
Transfer to Stage 3
Repaid loans
Write-offs
Recoveries of previously written off
Net other measurement of ECL

12-month Lifetime ECL - not Lifetime ECL -
ECL credit- impaired credit-impaired
(Stage 1) (Stage 2) (Stage 3) Total

60,503 2,910 830 64,243

64,746 1,373 685 66,804

5 (5) -

(361) 361 -

(311) (42) 353 -

(57,876) (1,501) (420) (59,797)

(991) (414) (514) (1,919)

" 91 91

47 26 4 77

65,762 2,713 1,024 69,499
Movements in the loan impairment allowance for the year ended 31 December 2021 are as follows:
12-month Lifetime ECL - not Lifetime ECL -
ECL credit-impaired credit-impaired

_ (Stage 1) (Stage 2) (Stage 3) Total

411 236 377 1,024

471 109 185 765

5 (5) -

(2) t 2 -

(4) 9) 13 -

(282) (70) (63) (415)

(453) (334) (331) (1,118)

50 50

441 296 206 943

587 225 437 1,249

At the end of the year

Respective movements in the gross carrying amounts of loans to customers for the year ended 31 December 2021

are as follows:

At the beginning of the year
New loans originated
Transfer to Stage 1
Transfer to Stage 2
Transfer to Stage 3
Repaid loans
Write-offs
Recoveries of previously written off
Net other changes

At the end of the year

12-month Lifetime ECL - not Lifetime ECL -
ECL credit- impaired credit-impaired
(Stage 1) (Stage 2) (Stage 3) Total
49,290 4,588 708 54,586
70,993 686 410 72,089
19 (19) -
(175) 175 -
(190) (12) 202 -
(58,842) (1,976) (233) (61,051)
(623) (539) (467) (1,629)
205 205
31 7 5 43
60,503 2,910 830 64,243
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2022

(In thousands of Georgian Lari)

11. LOANS TO CUSTOMERS (CONTINUED)

Analysis by credit quality of the originated loans to customers according to the agreement as at 31 December 2022
is as follows:

31 December 2022

Gross Loans ECL Net Loans

Loans without individual sign of impairment 65,254 (571) 64,683
less than 30 days overdue ; 499 (93) 406
30 to 60 days overdue 295 (107) 188
60 to 90 days overdue 339 (130) 209
90 to 180 days overdue 664 (442) 222
Over 180 Days 282 (104) 178
Restructured* 2,166 (117) 2,049

69,499 (1,564) 67,935

Analysis by credit quality of the originated loans to customers according to the agreement as at 31 December 2021
is as follows:

31 December 2021

Gross Loans ECL Net Loans

Loans without individual sign of impairment 60,226 (523) 59,703
less than 30 days overdue 279 (65) 214
30 to 60 days overdue 152 (58) 94
60 to 90 days overdue 190 (80) 110
90 to 180 days overdue 422 (283) 139
Over 180 Days 369 (144) 225
Restructured* : 2,605 (96) 2,509

64,243 (1,249) 62,994
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

(In thousands of Georgian Lari)

12. RIGHT-OF-USE ASSETS AND LEASE LIABILITIES

The Organisation’s lease agreements, for which right of use assets are recognised, include leases to the head office
and branches. The lease of the head office is obtained from different third parties. The renewal option is implied
through customary business practices. Remaining lease terms are defined as up to four years. Lease payments for
these spaces are fixed over the lease term and are denominated in USD and GEL. Incremental borrowing rate used
by Organisation in accounting for leases are 6.90% and 13.45% annually for each lease, according to their currencies.

Right-of-use assets can be presented as follows:

2022 2021
At the beginning of the year ‘ 907 1,222
Additions 116 28
Amortisation (349) (343)
At the end of the year 674 907
Lease liabilities can be presented as follows:
2022 2021
At the beginning of the year ‘ 1,112 1,538
Additions 116 28
Interest expense 73 100
Lease payments (455) (490)
Foreign exchange movements : (94) (64)
At the end of the year 752 1,112

The Organisation has no borrowings received in the current or comparable period with similar currency, maturity
and terms. IBR was determined based on observable market data for a similar sector.
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JSC MICROFINANCE ORGANISATION LAZIKA CAPITAL
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

(In thousands of Georgian Lari)

14, BORROWINGS

31 December 31 December

2022 2021
Originated borrowings y 58,675 64,656
Accrued interest 701 801
59,376 65,457

Breakdown of borrowings by current and non-current portions can be presented as follows:

31 December 31 December
2022 2021
Current borrowings:
Unsecured borrowings from financial institutions 29,901 22,023
Secured borrowings from financial institutions - 6,007
Non-current borrowings: _
Unsecured borrowings from financial institutions 29,475 37,427
Total borrowings 59,376 65,457

The Organisation has borrowed funds from local and international financial institutions as in National currency as
well as in US Dollar. Loans from the international financial institutions are not secured. Loans from the local banks
are secured with Organisation's property and equipment with carrying amount GEL 957 thousand and the loan
portfolio with amount of - GEL 9,500 thousand.

Interest rates for USD borrowings were distributed from 6.2% to .11% and from 6.28% to 9% during the 2022 and 2021
years, respectively. Interest rates for borrowings in GEL were distributed from 12% to 14%.

Information about covenants imposed by the lenders is disclosed in Note 4.
Contractual maturity and currency analysis of borrowings is disclosed in Note 4.

Monetary and non-monetary changes in borrowings, which is comprised by financial activities, can be presented as
follows:

2022 2021
At 1 January 65,457 55,424
Cash flows (4,955) 8,436
Non-cash flows: (1,126) 1,597
Interest accruing in period 5,147 4,510
Effects of foreign exchange (6,273) (2,913)
At 31 December 59,376 65,457

15. FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS

Financial instruments at fair value through profit or loss comprise foreign currency swap contracts. Swaps are
contractual agreements between two parties to exchange streams of payments over time based on specified notjonal
amounts at a specified date and exchange rate. '

The undiscounted contractual amounts outstanding as at 31 December 2022 and 2021 with maximum one month
remaining maturity, were GEL44,799 and GEL41,399 respectively. The resultant unrealised gains and losses on these
unmatured contracts are recognized in profit or loss and in financial instruments at fair value through profit or loss,
as appropriate.

Comparative information is reclassified to conform to the presentation of 2022, The Organisation has reclassified
Financial assets of GEL14 from Other assets to Financial assets at fair value through profit or loss. The management
believes that such classification reflect more accurate disclosure of economic substance of the transaction.
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16. SHARE CAPITAL

31 December 2022 S 31 December 2021
Percentage of *Number Nominal Percentage of *Number Nominal
Shareholder total shares of shares value total shares of shares value

Shengelia Besik 30.7% 57,500 1,150 30.7% 57,500 1,150
Dolidze Vakhtang 20% 37,500 750 20% 37,500 750
Tskhadaia Eliso 9.3% 17,500 350 . 9.3% 17,500 350
Dzneladze Vasil 5.3% 10,000 200 5.3% 10,000 200
Petra Dina Taams 5.3% 10,000 © 200 5.3% 10,000 200
Other* 17.5% 32,750 655 17.5% 32,750 655
:Tsfa's'jf;k;gfei‘)tal 11.9% 22,250 445 11.9% 22,250 445
100.0% 187,500 3,750 100.0% 187,500 3,750

* Other shareholders do not own more than 5% of shares individually.

31 December 2022 31 December 2021
Shares in issue with nominal value of *Number of Value of *Number Value of
GEL 20 each shares shares of shares shares
Ordinary shares owned by all shareholders 187,500 3,750 187,500 3,750
Less: treasury shares (22,250) © o (445) (22,250) (445)
Total number and value of share capital 165,250 3,305 165,250 3,305

*Number of shares is shown in exact amount (not rounded by 1,000)

17. COMMITMENTS AND CONTINGENCIES

LITIGATION

In the ordinary course of business, organisations are usually subject to legal actions and complaints.
Legal proceedings against Organisation’s customers unable to repay loans

Following the Organisation’s customer’s failure to meet loan repayment obligations the Organisation 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 Organisation recognises provision
for impairment for such loans, as disclosed in Note 11. S

COMPLIANCE WITH COVENANTS

The Organisation is subject to certain covenants related primarily to its borrowings. Non-compliance with such
covenants may result in negative consequences for the Organisation including growth in the cost of borrowings and
declaration of default.

The Organisation was not in a breach of any covenant as at 31 December 2022.

MANAGEMENT REPORT

In accordance with the Law on accounting, reporting and auditing (article 7) the Organisation has an obligation to
prepare and submit Management Report to the State Regulatory Authority, together with Independent Auditors’
Report no later than 1 October of the year following the reporting period. The Organisation has not prepared
Management Report at the date of issue of the financial statements.
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18. 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 following:

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

b) Members of key management personnel of the Organisation or its parent;
c) 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 to in (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 Organisation and other related parties are
disclosed below.

Related party balances and transactions as and for the year ended 31 December 2022:

Key management Other related

Financial statement caption Shareholders personnel parties

Salaries and other employee benefits (358) (282) (10)

Related party balances and transactions as and for the year ended 31 December 2021:

’ i . Key management Other related
Financial statement caption Shareholders personnel parties
Salaries and other employee benefits (380) (286) (10)

19. EVENTS AFTER THE REPORTING PERIOD

There have been no events after the reporting date that needs to be disclosed in the financial statements.

20. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
FINANCIAL INSTRUMENTS
INITIAL RECOGNITION

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

When financial instruments are recognised initially, they are measured at fair value, adjusted, in the case of
instruments not at fair value through profit or loss, for directly attributable fees and costs.

If the transaction price differs from fair value at initial recognition, the Organisation accounts for such difference
as follows:

¢ if the fair value is evidenced by a quoted price in an active market for an identical asset or liability (i.e., a
Level 1 input) or based on a valuation technique that uses only data from observable markets, the Organisation
recognises the difference between the fair value at initial recognition and the transaction price as a gain or
loss;

e in all other cases, the initial measurement of the financial instrument is adjusted to defer the difference
between the fair value at initial recognition and the transaction price. After initial recognition, the Organisation
recognises that deferred difference as a gain or loss only when the inputs become observable, or when the
instrument is derecognised.
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20, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
FINANCIAL ASSETS

Classification and subsequent measurement

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

FINANCIAL ASSETS AT AMORTISED COST

Financial asset at amortised cost is the most relevant measurement category to the Organization. The Organization
measures financial assets at amortised cost if bath of the following conditions are met:

e 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.

Financial assets at amortised cost are subsequently measured using the effective interest (EIR) method and are
subject to impairment. Gains and losses are recognised in profit or loss when the asset is derecognised, modified or
impaired. '

FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

A financial asset is measured at fair value through other comprehensive income if it meets both of the following
conditions and is not designated as at fair value through profit or loss:

e 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.

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

All financial assets not classified as measured at amortised cost or FVOCI as described above are measured at FVYTPL.
This includes all derivative financial assets. )

The Organisation’s all financial assets are measured at amortised cost, except Derivative financial assets.

BUSINESS MODEL ASSESSMENT
There are three business models available under IFRS 9:

* Hold to collect: It is intended to hold the asset to maturity to earn interest, collecting repayments of
principal and interest form the counterparty.

* Hold to collect and sell: this model is similar to the hold to collect model, except that the entity may elect
to sell some or all of the assets before maturity as circumstances change or to hold the assets for liquidity
purposes.

*  Other: all those models that do not meet the ‘hold to collect’ or ‘hold to collect and sell’ qualifying criteria.

The assessment of business model requires judgment based on facts and circumstances at the date of the assessment.
The business model is not assessed on an instrument-by-instrument basis, but at a higher level of aggregated
portfolios per instrument type and is based on observable factors.

The Organisation has considered quantitative factors and qualitative factors such as how the performance of the
business model and the financial assets held within that business model are evaluated and reported to the key
management personnel; the risks that affect the performance of the business model and, in particular, the way
those risks are managed; and how managers of the business are compensated.
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20. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial assets that are held for trading or are managed and whose performance is evaluated on a fair value basis
are measured at FVTPL, because they are neither held to collect contractual cash flows nor held both to collect
contractual cash flows and to sell financial assets. :

SOLELY PAYMENTS OF PRINCIPAL AND INTEREST (SPPI)

If a financial asset is held in either to a Hold to Collect or a Hold to Collect and Sell business model, then assessment
to determine whether contractual cash flows are solely payments of principal and interest on the principal amount
outstanding at initial recognition is required to determine the classification. The SPPI test is performed on an
individual instrument basis.

Contractual cash flows, that represent solely payments of princi pal and Interest on the principal amount outstanding,
are consistent with basic lending arrangement. Interest is consideration for the time value of money and the credit
risk associated with the principal amount outstanding during a particular period of time. It can also include
consideration for other basic lending risks (e.g. liquidity risk) and costs (e.g. administrative costs) associated with
holding the financial asset for a particular period of time, and a profit margin that is consistent with a basic lending
arrangement.

In assessing whether the contractual cash flows are SPPI, the Organisation considers whether the contractual terms
of the financial asset contain a term that could change the timing or amount of contractual cash flows arising over
the life of the instrument which could affect whether the instrument is considered to meet the SPPI test.

If the SPPI test is failed, such financial assets are measured at FVTPL with interest earned recognised in other interest
income.

DERECOGNITION OF FINANCIAL ASSETS

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is
primarily derecognised (i.e., removed from the Organisation’s statement of financial position) when:

s The rights to receive cash flows from the asset have expired, Or

* The Organisation has transferred its rights to receive cash flows from the asset or has assumed an obligation
to pay the received cash flows in full without material delay to a third party under a ‘pass-through’
arrangement; and either (a) the Organisation has transferred substantially all the risks and rewards of the
asset, or (b) the Organisation has neither transferred nor retained substantially all the risks and rewards of
the asset, but has transferred control of the asset.

IMPAIRMENT OF FINANCIAL ASSETS
Changes to the impairment estimation

IFRS 9 requires the Organisation to record ECL on all of its debt financial assets at amortised cost or FVOCI. The
allowance is based on the ECL associated with the probability of default in the next 12 months unless there has been
a significant increase in credit risk since origination, in which case the allowance is based on the ECL over the life
of the asset. If the financial asset meets the definition of purchased or originated credit impaired, the allowance is
based on the change in the lifetime ECL.

Under IFRS 9, the Organisation first evaluates individually whether objective evidence of impairment exists for loans
that are individually significant. It then collectively assesses loans that are not individually significant and loans

which are significant but for which there is no objective evidence of impairment available under the individual
assessment.

Collectively assessed loans are grouped on the basis of shared credit risk characteristics, collateral type and industry.
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20. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Three stage approach

IFRS 9 introduces a three-stage approach to impairment for Financial Instruments that are performing at the date of
origination or purchase. This approach is summarised as follows:

Stage 1: The Organisation recognizes a credit loss allowance at an amount equal to 12-month expected credit losses,
This represents the portion of lifetime expected credit losses from default events that are expected within 12 months
of the reporting date, assuming that credit risk has not increased significantly after initial recognition. For those
financial assets with a remaining maturity of less than 12 months, a PD is used that corresponds to the remaining
maturity.

Stage 2: The Organisation recognizes a credit loss allowance at an amount equal to lifetime expected credit losses
for those Financial Instruments which are considered to have experienced a significant increase in credit risk since
initial recognition. This requires the computation of ECL based on lifetime probability of default that represents the
probability of default occurring over the remaining lifetime of the Financial Instrument. Allowance for credit losses
are higher in this stage because of an increase in credit risk and the impact of a longer time horizon being considered
compared to 12 months in Stage 1. Financial Instruments in stage 2 are not yet deemed to be credit-impaired.

Stage 3: If the Financial Instrument is credit-impaired, it is then moved to stage 3. The Organisation recognizes a
loss allowance at an amount equal to lifetime expected credit losses, reflecting a Probability of Default (PD) of 100
% for those Financial Instruments that are credit-impaired,

Definition of default
The Organisation recognizes default in the following cases:
e Arrears including restructured loans >90 days
e Decease of a client
e Force majeure, when a client becomes insolvent due to external factors beyond the control

The definition of default is in line with relevant regulations taking into account the 90 days past due cap presumption
IFRS 9.

The loans for which the Organisation 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 Organisation 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
Organisation’s historical experience and expert credit assessment and including forward-looking information.

The quantitative information is a primary indicator of significant increase in credit risk and is based on the change
in lifetime PD by comparing:

e 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 Organisation considers that a significant increase in credit risk occurs no later than when an asset
is more than 30 days past due.

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

e The criteria are capable of identifying significant increases in credit risk before an exposure is in default;
e The criteria do not align with the point in time when an asset becomes 30 days past due; and

* There is no unwarranted volatility in loss allowance from transfers between 12-months PD (probability of
default) and lifetime PD.
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20, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Forward-looking information

Under IFRS 9, the allowance for credit losses is based on reasonable and supportable forward-looking information
obtainable without undue cost or effort, which takes into consideration past events, current conditions and forecasts
of future economic conditions.

The Organisation 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.

The Organisation has identified and documented the key drivers of credit risk and credit losses for the portfolio
using an analysis of historical data, has assessed impact of macro-economic variables on probability of default and
recovery rate. The following macro-economic variables were analysed:

*  Real growth rate of GDP of Georgia;
¢ Inflation rate;
e Monetary policy interest rate.
Measurement of ECL
The key inputs into the measurement of ECL are the term structure of the following variables:
e Probability of default (PD);
e Loss given default (LGD);
e Exposure at default (EAD). .
These parameters are generally derived from internally developed statistical models and other historical data. They

are adjusted to reflect forward-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.

If a counterparty or exposure migrates between ratings classes, then this will lead to a change in the estimate of
the associated PD. PDs are estimated considering the contractual maturities of exposures and estimated prepayment
rates.

PDs are calculated based on five-year average and then 1-year and lifetime PDs are derived by extrapolating using
migration matrices.

Exposure at default (EAD)

Exposure of default (EAD): The EAD represents an estimate of the exposure to credit risk at the time of a potential
default occurring during the life of a financial asset. It represents the cash flows outstanding at the time of default,
considering expected repayments, interest payments and accruals discounted at the EIR.

Loss given default (LGD)

LGD is defined as the likely loss in case of a counterparty default. The Organisation 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.
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20. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
FINANCIAL LIABILITIES

The Organisation 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 Organisation 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 Organisation derecognises financial liabilities when, and only when, the Organisation’s obligations 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 recognition 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.

FAIR VALUE MEASUREMENT

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:

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

e Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable; and

e Llevel 3 — Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable,

The level in the fair value hierarchy 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.

Derivative Financial instruments measured at fair value by the level 2 in the fair value hierarchy are presented in
Note 15.

FOREIGN CURRENCY TRANSLATION

Items included in the financial statements are measured using the currency of the primary economic environment in
which The Organisation operates (‘the functional currency’). Financial statements are presented in thousands of
Georgian Lari (GEL), which is The Organisation’s functional and presentation currency.

Monetary assets and liabilities are translated into The Organisation’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 Organisation’s functional currency at year-end official exchange rates are recognised in
the statement of comprehensive income.
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20, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Translation at year-end rates does not apply to non-monetary items, including equity investments. Effects of
exchange rate changes on the fair value of equity 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 2022 and 2021:

USD / GEL EUR / GEL
Exchange rate as at 31 December 2022 i 2.7020 2.8844
Exchange rate as at 31 December 2021 3.0976 3.5040

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.

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.

Interest Income Recognition

For Financial Instruments in Stage 1 and Stage 2, the Organisation calculates interest income by applying the
Effective Interest Rate (EIR) to the gross carrying amount. Interest income for financial assets in Stage 3 is calculated
by applying the EIR to the amortised cost (i.e. the gross carrying amount less credit loss allowance). For Financial
Instruments classified as purchased or originated credit-impaired only, interest income is calculated by applying a
credit adjusted EIR to the amortised cost of these purchased or originated credit-impaired assets.

DERIVATIVE FINANCIAL INSTRUMENTS

Derivative financial instruments included in financial assets at fair value through profit or loss or loss in the statement
of financial position comprise foreign currency forward contracts and currency swaps.

Derivatives are initially recognised at fair value on the date on which a derivative contract is entered into and are
subsequently re-measured at fair value. All derivatives are carried as financial assets when their fair value is positive
and as financial liabilities when their fair value is negative.

Changes in the fair value of derivatives are recognised immediately in profit or loss.

PROPERTY, EQUIPMENT AND INTANGIBLE ASSETS

Property, equipment and intangible assets are carried at historical cost less accumulated depreciation (amortisation)
and recognized impairment loss, if any. Depreciation (amortisation) 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)
Buildings 30-50
Leasehold improvements Lease contract term
Vehicles 5
Office equipment 3-5
Furniture and fixtures 3-5
Accounting and other software 5
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20. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The carrying amounts of property and equipment are reviewed at each reporting date to assess whether they are
recorded in excess of their recoverable amounts. The recoverable amount is the higher of fair value less costs to sell
and value in use. The intangible assets with definite useful lives are amortised on a straight-line basis over expected
useful lives.

BORROWINGS

Borrowings are initially recognised at fair value. Subsequently they are stated at amortised cost and any difference
between net proceeds and the redemption value is recognised in the statement of comprehensive income over the
period of the borrowings, using the effective interest method.

SHARE CAPITAL

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

DIVIDENDS

Dividends are recorded 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,

TAXATION

The tax expense for the year comprises current and deferred tax. Tax is recognized in the statement of
comprehensive income, except to the extent that it relates to items recognized in other comprehensive income or
directly in equity. In this case the tax is also recognized in other comprehensive income or directly in equity,
respectively.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the
balance sheet date in Georgia and generates taxable income. Management periodically evaluates positions taken in
tax returns with respect to situations in which applicable tax regulation is subject to interpretation. It establishes
provisions where appropriate on the basis of amounts expected to be paid to the tax authorities.

Deferred income tax is recognized, using the liability method, on temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts in the financial statements. However, the deferred income
tax is not accounted for if it arises from initial recognition of an asset or liability in a transaction other than a
business combination that at the time of the transaction affects neither accounting nor taxable profit and loss.
Deferred income tax is determined using tax rate (and laws) that has been enacted or substantially enacted by the
balance sheet date and is expected to apply when the related deferred income tax asset is realised or the deferred
income tax liability is settled.

Deferred income tax assets are recognized only to the extent that it is probable that future taxable profit will be
available against which the temporary differences can be utilized. Deferred income tax assets and liabilities are
offset when there is a legally enforceable right to offset current tax assets against current tax liabilities and when
the deferred income taxes assets and liabilities relate to income taxes levied by the same taxation authority on
either the taxable entity where there is an intention to settle the balances on a net basis.

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 Organisation.
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20. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
LEASES

The Organisation as lessee
Identifying the lease

A contract is, or contains, a lease when it conveys the right to use an underlying asset for a period of time, in
exchange for consideration. At inception of a contract, the Organisation assesses whether it meets the two following
cumulative conditions to be qualified as a lease:

- its execution involves the use of an identified asset, and
- it conveys the right to direct the use of that identified asset.

Initial recognition
All leases are accounted for by recognising a right-of-use asset and a lease liability except for:

- Leases of low value assets; and
Leases with a duration of 12 months or less.

Leases are recognised on the Organisation’s balance sheet as follows:

An asset representing the right to use the underlying asset over the lease term :
- Aliability for the obligation to pay the lease payments.

Lease liabilities are measured at the present value of the contractual payments due to the lessor over the lease
term, with the discount rate determined by reference to the rate inherent in the lease unless this is not readily
determinable, in which case the Organisation’s incremental borrowing rate on commencement of the lease is used.
Variable lease payments are only included in the measurement of the lease liability if they depend on an index or
rate. In such cases, the initial measurement of the lease liability assumes the variable element will remain
unchanged throughout the lease term. Other variable lease payments are expensed in the period to which they
relate.

On initial recognition, the carrying value of the lease liability also includes:
- amounts expected to be payable under any residual value guarantee;
- the exercise price of any purchase option granted in favour of the Organisation if it is reasonably certain
to assess that option; b o
- any penalties payable for terminating the lease, if the term of the lease has been estimated on the basis
of termination option being exercised.

At the commencement date, the Organisation measures the right-of -use asset at cost. The cost of the right-of-use
asset is comprised:

- The amount of the initial measurement of the lease liability;
lease payments made at or before commencement of the lease;

- initial direct costs incurred; and

- the amount of any provision recognised where the Organisation is contractually required to dismantle,
remove or restore the leased asset (typically leasehold dilapidations).

Subsequent measurement

Subsequent to initial measurement lease liabilities increase as a result of interest charged at a constant rate on the
balance outstanding and are reduced for lease payments made. Right-of-use assets are amortised on a straight-line
basis over the remaining term of the lease or over the remaining economic life of the asset if, rarely, this is judged
to be shorter than the lease term.

When the Organisation revises its estimate of the term of any lease (because, for example, it re-assesses the
probability of a lessee extension or termination option being exercised), it adjusts the carrying amount of the lease
liability to reflect the payments to make over the revised term, which are discounted at the revised discount rate.
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20. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The carrying value of lease liabilities is similarly revised when the variable element of future lease payments
dependent on a rate or index is revised, except the discount rate remains unchanged. In both cases an equivalent
adjustment is made to the carrying value of the right-of-use asset, with the revised carrying amount being amortised
over the remaining (revised) lease term. If the carrying amount of the right-of-use asset is‘adjusted to zero, any
further reduction is recognised in profit or loss.

When the Organisation renegotiates the contractual terms of a lease with the lessor, the accounting depends on the
nature of the modification:

- if the renegotiation results in one or more additional assets being leased for an amount commensurate with
the standalone price for the additional rights-of-use obtained, the modification is accounted for as a
separate lease in accordance with the above policy;

- inall other cases where the renegotiated increases the scope of the lease (whether that is an extension to
the lease term, or one or more additional assets being leased), the lease liability is remeasured using the
discount rate applicable on the modification date, with the right-of-use asset being adjusted by the same
amount;
if the renegotiation results in a decrease in the scope of the lease, both the carrying amount of the lease
liability and right-of-use asset are reduced by the same proportion to reflect the partial of full termination
of the lease with any difference recognised in profit or loss. The lease liability is then further adjusted to
ensure its carrying amount reflects the amount of the renegotiated payments over the renegotiated term,
with the modified lease payments discounted at the rate applicable on the modification date. The right-
of-use asset is adjusted by the same amount.

The Organisation elects, by class of underlying asset, not to separate non-lease components from lease components,
and instead accounts for each lease component and any associated non-lease components as a single lease
component.

Determination of lease term

The lease term is defined as the non-cancellable term of the lease, together with any periods covered by an option
to extend the lease (including the renewal option implied through customary business practices) if it is reasonably
certain to be exercised, or any periods covered by an option to terminate. the lease if it is reasonably certain not to
be exercised.

Management applies judgement to determine the lease term when contracts include renewal options that are
exercisable only by the Organisation. It considers all relevant factors that create an economic incentive to exercise
the renewal option. After the commencement date, the Organisation reassesses the lease term if there is a
significant event or a change in circumstances that is within its control and affects its ability to exercise (or not to
exercise) the option to renew, or to terminate the lease.

Determination of incremental borrowing rate (IBR)

IBR is the rate of interest that a lessee would have to pay-to borrow over a similar term, and with a similar security,
the funds necessary to obtain an asset of a similar value to the right of use asset in a similar economic environment.

The management applies judgement to estimate the IBR. The management uses an observable information to
determine the base rate and adjustments for the lessee specific factors and the asset factors (the adjustment for
security).

Determination of lease payments

In Georgia it is customary that lease renewal option is implied through customary business practices and not all
renewal options are documented within the lease agreements. In such cases, the initial measurement of the lease
liability assumes the payment for renewal period will remain unchanged throughout the lease term.

Short-term leases and leases of low-value assets

The Organisation applies the recognition exemption for short-term leases (i.e. lease with a lease term of 12 months
or less from the commencement date) and leases of low-value assets. Associated lease payments are recognised as
an expense in the income statement on a straight-line basis over the lease term.
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20. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
PROVISIONS R

Provisions are recognized when the Organisation has a present obligation (legal or constructive) as a result of a past
event, it is probable that the Organisation will be required to settle the obligation, and a reliable estimate can be
made of the amount of the obligation.

The amount recognized as a provision is the best estimate of the consideration required to settle the present
obligation at the end of the reporting period, taking into account the risks and uncertainties surrounding the
obligation. When a provision is measured using the cash flows estimated to settle the present obligation, its carrying
amount is the present value of those cash flows (where the effect of the time value of money is material).

EVENTS AFTER THE REPORTING PERIOD

Events after the reporting period and events before the date of financial statements authorisation for issue that
provide additional information about the Organisation’s financial statements are reported in the financial
statements. Post-balance sheet events that do not affect the financial position of the Organisation at the balance
sheet date are disclosed in the notes to the financial statements when material.
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3207000 g Lisdadmdoo, sbggg 0d 8980bgg3580, 077 gm0 gBoggdo ©s IPLEIOYLIDIBO ©IBM3oEIBE™os JmElols
33wowgdsy.

d300mor dmpndie gbMowido Bgxs8gdvyemos LadOmgbim aoBs339m0l ®obgol gagenbs 6sBobogosty. ogo
Fo803BgblL mgsBobsgools 0d Bo6sB6LIO0 sgBhoggdobs @s B06s6LHO 3oeEgdremgdBob Ksdl 2022 5 2021 Gemgdols
31 (©g398dc0L Bpmds®gmdom, Hedgermsg 8gbsdsdols geogbydsm La3Megb3m Bg8mbsgamo @s bayo.

2022 2021
byer 36m33630b Bsdstgdgemo BobsbIM0 sdoggdo 69,703 74,899
Lgen 3Gmgg6Eols Bs69890mo gobsbrmo 390 @YdMEgdydo (59,376) (65,457)
L3696t as6s33gmols 3363603 mdol §8obos g3gdho . 10,327 9,442

0bgmGIs30s  3GmEgBHOL Boyotgdoer  Gobsblnm 5Jhoggdls o 3o EEdYEIBYOBY  Berzgdyenos BB
@0330@IHMbob Golzol Jgbodzbado.

560BsE0s sbmdgogemgls La36e3963m 39653350000 836360dgmmdol sBagrabl.

m63o6oBagonl  gggems 3603960l Boomgdgero  addogal Q> 3OEIDYIBOL  Le3Bmggbihem  ps6szzgon
goglodgdryemos, s8o@md Lsdtmggbdm 3965339000b 33emowmgds s sbogbl 323w gbsb mGps60bs3o0l Bgdmbagegdls s6
bty ndoy.

3&0 ’E“danD égw, g@%,zﬂ%:fb




UL 80360Lsg0658Lm meigs6osgos msbozs 3s3odsmo

806560 sbysmodagdols Bgbodsbgdo

2022 femobs 31 9398896l osliHremadyeno LssbystoBagdm Femalisomgols
(8005l Jahorven ¢neBo)

4. gobisBligo oBlyHB9BgB0 - Grolszgbols B35 (pspMagergs)
3330830l Bstogs

mO360Ba300L 80BEgB0 3s30dsgrol Bsmmgolsls BgBonaBdo opmdstmymdl:

* 803bobmb mesBobyEool gubgombomgdapmbols g%ﬁgﬁgg@gméa 0by, md MeboBEsd gospMdgermb
19937105 LogB0sbmbds; 5 !

* YogLodsdgdmegl bgd-ols Bogé Espgbow 39300l dmmbmgbogmgdgdl; o

* 3gmbeogl 5933500 13magds sggombBy@gdobiozob.

06360305 Mool 3Mm3mmEommae sFlgdl LsFosm 353030l mEoBemdsb. mysBobagos 85®mmagl Logrmsmo
393050l bAGGH@ @b sbgbl 8ol 3m@gddomgdsl 93mbmdogmcn 25M700dd0Ls s 39Bo3gdol Molzosbmdols
99Lodsdols.

08obsogol, ®md  JgobseRmBml 56 @333mBYJHoGmb - 3s3odsmol  BEGdGnGs,  mmpsBobszosd dgodergds
@930 GoMmL - dgemdgergdolismgols 3o3bEoo  EogoEgbrgdo, @smRGBEl  3s30@sero denedgemgdL,
288m983sL sbaewo sggogdo 56 ogoml sgBoggdo  gseob ©335630L  dobbom. mepsbnbagool dmeodogol
B9Usd330baco ognEnbogdol aoggds bogds domeme 08 Faurb, HmeEgbsg LEo JgBnbsgsmo 535652l 1,050 smols
@3, 5060867 BgBmbgnzsdo 1,050 sosl wsmBy Bsdgdo 8godengds o039l wogowgbosw, sbigzy 3gMomodo
3°699ds ©030@YbE0l BmEriEmdsd, 56 wBs 33w©ssFsABdMY 39Momeols LeGymero d98mbagenol 30%-b.

30835605b doggdryero Lgbbgdols gsmaemgddn 0B35LBHMOIRE swgdmEo 5J3l gswgdrEds J318mo 39049000
8063BLIH0 3095305096¢9B0L ©s3Bagmpomgdsty.

36@odMAIOL Bogh sfigligdrero gobsBlnGo Byrregdo 2022 2021
33390093 gobsBLIG 0Bl magsHgdby Lagaemymdem Molgol <10% <10%
3%3@gboL 3mgzogogbio

Lsem3gPogom 8magdob 3mggogogbito <60% <50%
3330¢0l msBagatiomdols 3mgmogogbéo >16%+0.5% >14.5%
bbga bglibgdol «bewBggmymesol 37930307630 <25% <25%
PAR (30) + gacos3sgdegaro Lglibado <5% <=5%
BadmfgHogmo Lglbgdob 3mgsogonbio <3% <4%
205 Ly3GgEodm dmbogos <10% <10%
§i§5(()35(2 gﬁ;ﬁ?ﬁ:;oﬁgﬂ‘éﬁgabo + RaBmfigomo Lylbgdols 8% <129%
Lam3gMagom 0300BOMBzgmymgol 3M9noiogbdo >100% >100%
03300710MBdOL 3mgaogonbdo >19% >19%
0L30L ™30l 3mygoiogbEo >50% >50%
3d0g9d%g M3wands >0% >=2%
Lsbyesdbgozgenm 3930@amol Jmgmogagbio ‘ <7 <5.00
033007IHMBOL 3m98oz0s6Eo . >-50% <-50%
M)EberGo gagermEol 3M9803096%0 <10% -
3mOExgwo Holgol 3980309530 <5% -
@0330@0MMBob Fgledadobedob 3mgzogogbdo : <100% =
(PARI0 + b hrimobsgos + hsdmfgmomo Lglbgydo LTM-

s0Eyg6owo LTM)/GLP <12% )

2022 fierol 31 p308d6ol  BopmBsthymboom mepsbobagos  s30symmomados  Bdmm 8mgdner  gobsblvmo
3193806096¢ 98, grbenmgdemmdols dgsdenm dynagdty  obgm@dsgos psBog@rmos 8g-17 296356 Egdom
39608369830.

& g6 Yol FHD)




UL 8036els0B5BLc mtigsBobsgos @5D03d 3330(35gm0
BoBBlzGO sbs0Bagdols BboBgBydo
2022 fiemols 31 qognddg6ls LGB0 Lssbyshodygbem frobisogols

(308l JaBromen s®Bo)
5. $06s LsdBeggbidm BgBmbisgsmo
Ls3Ge396hem gBmbisgagmo fo8mg8boo: 2022 2021
2530870 Lglbgdogsb . 16,734 15,501
Botaeo Lgbbgdols 9m©ogo 300wk - 5T = 209
856380 goBmsglgdeama 05Bbgdogsb 40 43
by bs3tmagbdm BgBmbisgsemo 16,774 15,753
U33Gmegbhm bstxo foM8mgBBomos:
235O0 BobsblrmGo oBLGOEmEIROLRE Boggdmwo bgbbgdogsb (4,909) (3,697)
QPO MIM0Z0 336398096 dogydrmmo Lglbydowsk ' (238) (813)
Bs0x 60 350@gdrimddogsb (73) (100)
88060 Ls3bgobiem bsixo sBafitobomgdreo ogmadoo (5,220) (4,610)

sRHogbae Bobsbliri® gsmapgdrmmodgddy

{i306s LsaHraggbm gdmlssgseo 11,554 11,143

6. X36odgdo Lbgs Bgdmlssgemols Bsmgemom

2022 2021
X5M08gd0 552 595
Ubgs 109 235
661 830
7. bymgsligdo s @3Bs88MmAgenos bbgs Us@agdgemo
2022 2021
bgermslio (4,498) (4,675)
Ubgs Latiggdgemo (65) (76)
(4,563) (4,751)
bgeddmgabyemdols 565%@arByBol Pgbobgd 06g3m6G3s305 obogge 89-18 d9b0dg6s80.
8. bgs Lom3gMsgom batixgdo
2022 2021
LagmBbegen@agom Imdbsbimegds* _ (255) (274)
BOBLINGEHOMDS (218) (162)
Us3mdBogsgom bstxgdo (156) (153)
5330l batxgdo (154) (196)
3mdnBsermmgdo (150) (134)
M530bob batygdo (106) (94)
UsbsBs G bategdo (89) (61)
Lbgs Boslsbaggdo (83) (41)
9380l bayo (59) (42)
856300 Lsgmdolom bstrxgdo (38) (42)
Lbgs (80) (44)
' (1,388) (1,243

ageBlmedagom dmBLabyyGIBOL batxgdo 9mogagh 2022 os 2021 emgdols B0bsBLrMo oBas@moBagdol svimodol
batx Bl 47 smaslio graols @3 35 5005l0 Mol mEyBmboo, Bgbadsdolagp.

33_., 2 ’ShCXJQOJ &Kf“/ b%ﬁgi&




b 8036GmbisgoBisblic mfgsB0%saos emsbogs 3s30wo

BoBsBLtHo sbys¢083900L Bgbobabgdo
2022 fiemobs 31 g398dg@l @abtryemabrmo LasBys@odygde fierobismgol

(5025L Jooreer motdo)
9.  aoslisbscogdo
Br3900L gocoslisbaol batixo:
2022 2021
8o8nbamy 8eigdols 3osbsbson (82) (141)
©OHMYdomo Lbzsmdgdols n539J&o (238) 202
8e13000L gogoslisbagools batixo (320) 61

803080 2osbsbagols bafxob Gg3mbBloesos 3OLYdIE0 bagswabisbamm gs6s337m0l Bobggoo:

2022 2021
Bmags/(TBstrseo) abgagHsdeg 743 987
Lsgoabsbagm 36333900 20% 15%
PgBOLIE0 Braggols 33@3lsbsols bato/LsagBywo) (149) (148)
88030 Lbgsmdgdal ganddo (171) 209
8e500b oqoolisbaols batixo (320) 61

300330 dmpgdol gasbsbsBo EHMgBomao Ubgamdgaol 8mdtsmds dmggdneras 15%-8o, 2396105 353980
Uglbgdol asemsbimmgdols Bamaols Gmdgerog 20% (2021: 15%) ssbasmodgdwemo.

Bs8m3eodao ' p8m3egdeo
31 (@sBahgbeemo) 31 (@383¢90mam0) 31
15%-0360 GHMgBomo 93980960 B898mUsgemgdols 03988960 B890mlsgemgdols ©93008960
Lbgambgdo: 2020 sBpsMolagdsdo 2021 5636089580 2022

3939070 bglibgdo (44) 172 128 99 227
dotomao LsBsemgdado (314) 306 (8) (325) (333)
36385 H0semHo
sgBo3900 @ ) ®3) 3 -
37hogndobs gsdmygbgdols

183 47 136 1 1
IBEnhs (183) (136) (135)
Lsoxs6m

231 64 167 16 1
PTERIwBydo ©9 o ’!
dd8e49Bgdgemo
Usgsalisbam bataemo 8 (k) ) ) )

(54) 202 148 (238) (90)

0sbobagost 5@ 533l segnosmgdgera 3505350078710 Logo@slisbam sddogo o6 3B IEngds, 31939 56 3L
3530¢y5em0ol g3emomndgdol 869M08y98380, 36 Lbgs L 898mlsgsedo SQ03MIBMEr0 gaEslsbsgdo.
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Bl BogmlisgobisBlim megsBobsgos msbogs 3530(h5¢m0

BobsBlnco sbasmodagdol 3gbolgbybo

2022 fiemols 31 398890 sbGX@BLIEO Lssbs6108200 Bemolsomgols
(5005L Jotronen enaido)

10. gneo s grmob gdg0zsegbhobo

31 o39889h0 31 g308890
2022 2021
B0 gamo gOHmzbae 3smEsdo 21 25
BIwo 808obsthy LsdsBm 363608y gHmgbre 35 EsTo 785 3,528
B0 8o8obaty Lsdsbym sBasmodty EbME 35ev@edo 983 8,377
Rwo ybsdo 158 152
Ponnmo goewo 124 966
2,071 13,048

"BberEmmo geymo 89003005 05Bbgd0lys6 Gm8geroi ©s3538069Bmem0s 2bMIO0 gsgrdol gm3 36O BB,
Oedgeog gedogomos 8g-15 960836530.

2022 qos 2021 Gemols 31 ©9398260L Bopmdsmgmboo 63605300l Gremso LsblGgdol domomsgo Bsfoeo ogm
doBosgligdero BsB3gdBo, Gmdgwmsg Fitch-ol ®g0¢06g20L BobgEgom Bobogdriewo 3jmbrosm Uhsdogowtio
360p6mbomgdols Mgo@obygdo B (8e3emgzsnsbio Mgo®obyo) s BB- (2a6dgemgs@osbo Mgo@obyon).

BIWO © BIob 533035¢g6¢9d0 3sevdndol dobgogom 2080gGreos 8)-4 8360836580.

11, 3mogbagd g a3398mEo glbybo
31 93988960 31 ©y398dyH0

2022 2021

Boram0360 3380 LglbbgBo ' 68,536 63,200
@itoabrmo 3GmEgbio 963 1,043
398m3endeyemo: BmbsemEBymo Lsyhgoodm bstseno (1,564) (1,249)
67,935 62,994

Uglibgdo LgdBmmgdols 8obgeogom:
Lmgerols 8gm@bgmds e 34,803 33,761
353OmBS 33,043 28,731
Fomdmgds 1,653 1,751
Boxem0sbo g5399mo Lglbgdo 69,499 64,243
338m3emgdrero: dmbsermobyemo bs, 30J0GM BoM3ro (1,564) (1,249)
Ugem 3mogbihgdby asadamo Lglbgdo 67,935 62,994

3w076¢398%7 333980 Lglbgdo Lod@m&gdals dobgogom fam8mgpgBoemos 8g8nabantag:

31 3988960 2022
Lglbgdo
Lglbgdo dmlsseoemeobgemo 258sLeGdol
2o0BsbMgds8eg BstsEo — OpBwgn

Umgerols 89w665mds 34,803 (794) 34,009
3530Mds 33,043 (761) 32,282
Bo®8mgds 1,653 ©) 1,644
69,499 ' (1,564) 67,935
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B 8o36mUsgobsblie mM360%s30s @sbogs 3s3odswo
BoBsBl0 3633608980l ByboBabgdo
2022 fiemob 31 qog393d9@ls ©sbHEdemo bssbasendydm funolsmgols

(5070b Jotrorryem a@don)

11 3eogBipdy 356980 bglibgBo (35363gmgbs)

3w0gb¢3gd%g po3gdnywmo Lgbbgdo bONB3gmymegdal dobgwgam famdmpgboeros 98@gabsotac:

8989 AbacI0L 3oMso 2963630980

9bO639eymmol asmgdy
136530 Jebgdoom

8mdMogo Jmbgdom, 8som Bmmols Lodmablm®Em

Lsdsgaemgdgdom

89ty Bbatols 3o6ao 39M5bGondo

9bONB39Ymeal yatmagdy
180530 Jmbgdom

8md6sg0 Jmbgaoom, 3sm BmEols UshGsBlmGEm

Ls8raemgdgdom

mEebobsgools bybbgdo D0ONBagymuomos 03mmy30m,
mmbezbgdo O639ymegatty WayJ6oemos loan-
360l 85%. gl msBsgstiomds gbgds BONBIgEmyma
JmbBgdob Ggsemecio Q0GdEgBol Bsdlodd 80%

31 (093988960 2022
Uglibgbo
Lglibgdo BerlsseegeByemo 3BVl
2308319858009 Bathisgmo 37900
| 45,594 (791) 44,803
12,951 (625) 12,326
10,927 (148) 10,779
o7 2 27
69,499 (1,564) 67,935
31 cog398d9G0 2021
Lglbgbo
Uglbgdo &qbsq:mcgﬁg@n 250985UwMgdol
__3508sbeGds80g BsBsemo _ B98wpp
40,750 . (514) 40,236
14,108 (536) 13,572
9,340 (199) 9,141
45 - 45
64,243 (1,249) 62,994

ol obgmbBhomgdme o6
- Bgocop 96U,

Ls@sBL3mGEm LsBos@nBooy @s 3060 3363 00m.
to-value 3mg80E096E0m. Boguodagrmmo 3M9803096¢30 LTV
0079 gdsl, Gog WaR0M13dw o

2022 evols Beagmmls 31 ©0398360L Boamdstgmdom Bgbbgdol gsmaslim@gbols ®bgM30L AmdGsmds dndcogpos:

65800 femols osbisfyolsdo
sbagro bglbgdo
35@3L3Es 30Mz9e géaty
29@abgms dgmen 94e3by
d>@sbgems 8gbisdy gedby
2dsbomo bglbgdo
RasBmfges

5®) Bsdmfghomo
Lglbgdols seeop9bs

ol 856dogaby Bgtym
B3C0gds

6580 Gemols Beagmeals

2022 ool 31 azg8By6L LG
©oMgdEgBIdol BqbadsBolo 3

1 930 2 ghedo . 3 g0
Bebsrmgobgano BeabsseoeaeByeno
Us3Mg@odm Bs3900¢m
12 ;gols Bsrsemgdols Batrggdols
Gmbisermebaemo  Lsbogmgbarm gogemo Lsbogmgbe gogmo
Ba3godm 365350)83bm BB St o ey O
Molgo (1gds30)  liglbgd®y (2 gihedo) Uglbgdbg (3 gysdo) yyem
587 225 437 1,249
477 168 292 937
4 - 4) .
(5) 5 " -
4 (4) 8 -
(385) (78) (69) (532)
(836) (292) (415) (1,543)
= - 30 30
825 288 310 1,423
663 312 589 1,564

Yoo Fenobogols 3@0gbgdobogols

30ergdgdo Fatdempgbomos 898wnabsoms:

3039370 Lgbbgdol 8omemosbo Lodagnsblim

P g\\?’ = ’S“C\.)%ﬂ’

a} - &9\[))? 23960 31 - 50



UL 8o3@ebsgobsblcm mmysbotsgos @5%035 353050
goBsBlio sBasG0BagBOLs Bgbodabydo
2022 femols 31 og398396ls LA LssbsHadagde frobsmgals

(503 Jsrowen ens&Po)

11. 3erogbygby 83398:3eo UglbgBo (3sp@dgemgds)

6380 fjemols coslssfyolsBo
sbagro Lglbgdo

3O@LZEs 30M39ew 9Hadby
B33z gty g3ty
2ow@abzems glisly gsdty
Bd@sbowa bgbbgdo
Radmfigdoemo bglbgdo
Badmfig®owo Lgbbgdol

20306
Lbgs 80%yBgdoon

3o8mfizgoemo

Bmbsermpbymo Log@go@m

Bstagmagdo
658m0 femols deagmenls

31 qog398dg60 2022
dobdermebyemo Beabseomgobyeno
Us3Mgodm La3Mgodm
12 g0l BoG39BOl BoGsEgBOL
Smlisroaebigero Lslogmgberm gogmo  Lslogmgbanm gogemo
Bsg@googe 36psgalgde BIBLNOPR
Hobzo (1gdsd0)  Lglbgddy (2 g#sso) Lglbgdby (3 g¢ysd0) L
60,503 2,910 830 64,243
64,746 1,373 685 66,804
5 s (5) :
(361) 361 - :
(311) (42) 353 -
(57,876) (1,501) (420) (59,797)
(991) (414) (514) (1,919)
- . 91 91
47 26 4 77
65,762 2,713 1,024 69,499

2021 femob degnerb 31 9398860l BopmBatgmdoo bglbgdol BXIBLAGIBOL Hybyzol BmdHomds 0989a00:

65800 ferols cosbisfigolsdo
sbomo bgbbgdo

2o@aZEs 30Mz9e ge3by
20@alges Bgmmy g3y
3@z 8gbisdy nBs3by
B¥sbeoma bglbgdo
RBsBmfigBowmo bglbgdo
BsBmfig@oero Lgbbgdol
20wyt

Lbgs 8obgbgdom
®¥8mfizgneo
dmbsenmoBgemn
Ls3M90¢m Bamsmgdo

65800 emols deagmenls

Bebisemeqobgeno Bebsememgobgemo
Ls3@gmodm Us3Mgmotm
12 oy30L Bstsemgdols Bssemgdols
dolsmnebymo  bsbiogmgbenm gogemo Usbogegbene gogemo
bsgdgodm 3053509833L)HYdem 330BLHHYRE
®ob3o (1 gHs3o) Lglbgdbg (2 ghs3o) Uglbgdbg (3 geys30) begen
411 236 377 1,024
471 109 185 765
5 (5) - -
(2) 2 = -
(4 9 13 =
(282) (70) (63) (415)
(453) (334) (331) (1,118)
- " 50 50
441 296 206 943
587 225 437 1,249

N

33960 32 - 50
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Ul 8036ebsg0bsBlim mysBobagos sB03s Js30Bsemo

GobsBlin@o s6s@08a980l 8960836980

2022 femols 31 0739889 osliBmgBugeno BasBgsM083980 fenolisomgols
(6023b JaBoryee o)

11. 3e0gbygd by 33698wo Lglbgdo (35pMdggds)

2021 fevobs 31 o3nadgeal @LOHEmgdeemo Ferobmgol 3wogbdgdobogol gaggdmeo Lgbbgdol 8oosbo LadagnsBlim
QOMYBdMgBIBOL GgbadsBobo B3wo)d)do Famdmppgbomos ByBrgabsocsco:

R debsgrmeeByemo
12 o030y Usgthgodm Us3@g@adm
Beabisemmeebgao bssemgdols BoG3engdols
UsgBgom bslogmgberm gogero  Lsbogmgbene gogmo
Golizo 565350983Mgd S ol RH g
(1 g&s30) Lobbgdyg (2 ghsdo) Lglbgdby (3 ghedo) b
65800 Femol slisfyolido 49,290 4,588 708 54,586
sbsemo Lglbgdo 70,993 686 410 72,089
23@sLgems 30zger gtedby 19 7 (19) = =
2o@3bges Bgmey 9hs3ty (175) 175 = &
203z dgbsdy 93y (190) (12) 202 -
Bo@sbgoemo Ligbbgdo (58,842) (1,976) (233)  (61,051)
Rodmfg@omo bglbgdo (623) (539) (467) (1,629)
RaBm{g®oro bglbgdols ) ) 205 205
50965
Ubgs do%gbgdom
dvdmfiggaero
Bmbscreebgemn Lszhgoodm 31 4 . 43
Datsemgdo
6580 femols deagmenls 60,503 2,910 830 64,243

063m&EB530s 33398250 Lgbbgdals 39Wpas30Ergdol glisbnd-2022 ferob 31 n3983Mol Bopmdsmymdoo :

31 93988760 2022
Lglbydo
UglibgBo 350BsbrIHgBOL - 9"’& g -
sl ybghzo, %
25088LARs8Y 0'bgt3 B0
Lglbgdo obogogyyseme@o 2°08LYEHBOL
60B60b 33603 65,254 (571) 64,683
30 w9dmy 3s@agomgds 499 (93) ‘ 406
30-60 ool sp305698s 295 (107) 188
60-90 copols wapz0sBgds 339 (130) 209
90-180 @mols cospzosbgas 664 (442) 222
180 comgby 8980 5305698 282 (104) 178
HILEHDIAIHBIBrI@™o Lglbo* 2,166 (117) 2,049
69,499 (1,564) 67,935

36\’ | 5 “646 n’ | 3} -y &_)agﬁoﬁ::so




UL Bo36eLsg06sBlem mgsBobegos @5%035 353050

BobsBLrGo s6asMH0Bxgd0l Bg60BgEgdo

2022 femols 31 g38dgal slitrrmadugeo UssBpet083990 ferolismgols
(505b Jotoreyem na®Bo)

11. 3e0gBigd by 353080 LglbgBo (3sa®genghs)
063m&8330 a3gdmo Lglbydols 32@2p0@330ergdob Bgbabgd 2021 ferob 31 g3gddeol ogmBstmdoo :

31 cog398d960 2021
; Lglbgdo
65'3‘81;?:‘?])‘250; 50009 257985UwG9B0L 290983bAgdols
G)byeizo, % 878002
Lgbbgdo obrogowsmwyao 2071833L9Hgd0L 60,226 (523) 59,703
B0d6ob gty
30 ©98y 3s@sgommnds 279 : (65) 214
30-60 comols wspgosbgds* 152 (58) 94
60-90 ool @spg05693s 190 (80) 110
90-180 ool wspgnabgds 422 (283) 139
180 gy 890 spg0s69ds 369 (144) 225
HILAONIBDHBYBmEo Lylbo® 2,605 (96) 2,509
64,243 (1,249) 62,994

12. sd&ogglols s8mygBgdols LEwgBs s LsoxsGm 36@@385@06950

636%0s300l  Laoystem b8y 3Geemgdgdo, Omdeobogobsg spostgdrmos 5JHoggdol as8mygbgdol wimegds,
dmogagl Lamom @s Gogmosmgdol ™3obgdol oxsmIBL. oxsHdo doggdrmos Lbgasibgs 233303806 gBwemo
Bbatrggdolpsb. byemdnzmmmgdols 3965bergdob vEwgds 338ysGydrImos Boegdeo bygdosko 3Msgdozoom. Lsoyatm
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On the twenty-fifth day of September of two thousand twenty - three vyear, |, Maia Putkaradze notary, in my notary bureau,
located at the following address: C. Zugdidi, Gamarjveba str. #3, first floor, applied Elza Jigania (born on: 18.11.1980, residing at:
N121 Tavisupelba street, Zugdidi, personal N 62006012219, Passport N20AB16646 ) and submitted document (Financial Report,
EL.Form ) translated from English into Georgian and required to certify authenticity of her signature on the above mentioned
document by notarial rules. | checked up the personality of Mrs. E. Jigania based on submitted ID by her and her capacity for
/translating deed (diploma av # 0000414) and am confident that she is empowered for this action. Translator is warned that she is
responsible for the accurate translation. Followed she undersigned this document personally in my presence.

Paid notary service fee in amount of 150.00 GEL.(for 50 pages) for certification of translator’s signature + 5.00 GEL is paid (for the
registration in electronic registry) + 27.00 VAT According to Georgian tax payment rule paragraph 166. In total 182.00 Gel.
According to #507 regulation for the notarial activities of the notary fee and regulated payment by Georgian notary chamber
their payment rules and service terms on the base of these 31.3 39.1 Paragraph)

bm@smonglo dsos FAGgoady & =D m/
Notary Maia Putkaradze &9 m

I of 1 25-Sep-23, 16
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by 360396@0L 853sMgdgmo BobsblvMo 35¢Egdmmgdgdo 11,255 20,968 41,390 136 73,749

30656160 3500000 M1 MMO VOMYOIOOm, Brmygdsdo b
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LdsBOM MOl o

LodSBOM MHOLZO 5L MHOLZo 0ToLs, HMA BobIBLYMO OBLEMTIBEOL VOMYdMEGds F9I30MHEIdS LodSBOM God@mMIdOL
330gdol 293wgboom. LsdsHMHM Molgo dgodwgds FoMmdmodzsl MmERBOBsEool Jogh 3Mm3gbEosbo, Logsdhm 6
MbOO 35¢EST0 5O B0bsBLYIMO 0blEHMYIGHEIOOL BErMmdOL FgEYys©. sOLYIMBL HOLZO, MM Gobsblw®o
0bbBHOWIIBEBHOL Moo VoMYdMEGds b BmBs35¢r0 BobbLMGMO Bo3sgdo  FgoE3zwgds MEbMMGO ool
395330m0 3IOLOL godm (LEZSWMEHM ML) S L3MMEIBG™M 3965339070l (33E0WdOL Fodm (Ls3MMEIbG™M GOLZO).
- Legsgm@m Goligo

1535 A™ GHoL3O FoHIMOTMds JMHMNO 35¢yEHOL B0d>M0d FGMOHOL BSLOL (330EGOOM. Loz EM MHOLIO 3MBIIEgd
239309658 sbgbl MmEmY60Bo300L BbBLMGO MHOLIGOOL FoBLIBOZMT0. MEMYIBODE0s 5GIMIOL LogsEEHM MHoLIL,
MHMIgeroE 9393806053905 Bob 3obsbLYYM FEAMToMYMISLS S BLYs© 55350090mb.

L5395 A™ OHOLIOL BYAS3gbs MMYBOBsEGosBY 2022 ol 31 ©Y399dMOL FEAMToMgMdom dmiEgdwyeros 399wy

gbModo:

x30656LwG0o sgdE039d0 Q) QSO0 036m
B0 O ol §33035¢963 900 946 1,040 85
396990 bgbbgdo 67,935 - -
330656LM0 5903900 HYSWMOHO VOMYOIWIOOM, } 259 )
090590 56 VoM do sbobgzom

bbgo s9d@03900 91 - -
beyew g3obsblim®o sd@oggdo 68,972 1,299 85

530656LwG0 35¢gdMEgdYdO

domgdmo bglbgdo 14,349 45,027 -
330656LM0 35¢0YOMWGOGOO MY IMO VOMHIOMIOOm, _ 21 )
90990580 56 Dot do sLabgom

BoORSOM 35CEJOMGOS 236 516 -
Lbgs 350093 gdgd0 38 - -
Lo 50bsBLvMHo 3segdmeEgdgdo 14,623 45,564 -
005 BdsEblm 3mbogos 54,349 (44,265) 85

Logo@MBM MOLIOL BYYegzwgbs MMABObsE0sBY 2021 Ferol 31 ©)3930MOL FEyMTsMgMmdom dmEgdmwos 8909y

3bMowdo:
330656L®o sgdEHogzgd0 360 MO0 9360
B0 S ol §33035¢96¢3 900 3,684 9,233 131
3969990 bglbgdo 62,994 - -
bbgos 59303900 64 14 -
Ly gobsBlimGo sdEogzgdo 66,742 9,247 131

30bsblrMo 3s5¢EgdEgdgdo

doegdmo bglbgdo 16,042 49,415 -
130656LM0 3500YOMEGdIOO Mo IBIO

©0M9dMgdOom, Iggdsdo 56 BoMowdo sLsbzom - 239 -
BoOR O™ 5 IOMEGDS 177 935 -
Lbgs 35¢YdMEgdgd0 77 - -
begem gobsblryto gsergdrergdgdo 16,296 50,589 -
005 BdsEBbM 3mbogos 50,446 (41,342) 131
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J399mom  dmEgdmeo bGowo FoMmamoagbl MmMysboBoEgool FaMmAbMdYGEMdIL  JoMme MM d0dsMmgdom
MEbMYOO 35¢0EHOL 253300 3MLYdOL 20%-056 BOMEILS 96 JegdsBY s FoMImowygbl dgbgxdgbEHOL Fggsligdsl
MEbmMOo 35 MBHOL 4933w omo 3MOLOL FgLsdwrm (33e0WgdsDY. FaMmabMdgEMBdOL sbseroBo  Fmo3sgL Fbmem
"3bMYOHo oEHOL ©gbmIoboMgdME B LoblMGOL s 53mM9dEH0MYBL Ferol dmEMLm3oL wEbmwy® 35¢Eol
20% LO3OMEIBG™M 296533900l 330 gdOL JobgEZ0m. 393wgbs GO/ DGOl MHYyobls s 930G by 2022 s
2021 fierob 31 9399060l damdsmgmdoom Foddmoygbowos d90gabsotac:

(@560 / ©MEs60) (gms6ro / gg6ren)
9363bmdYEmds MEbmMMo 35eEob 3533600 3MOLOL
(33E0gdsby 2022 2021 2022 2021
20% bOs (8,849) (8,221) 17 26
20% B983065d> 8,849 8,221 (17) (26)
13m3 3mBbAG3gAgdoL 98adAo:
20% %> 8,960 8,280 - -
20% 99930690 (8,960) (8,280) - -
53787@0HIBNO 9BIIGO:
20% BO©S 111 59 17 26
20% 398306905 (111) (59) (17) (26)

565@0%0 3molbdmdl, Mmd yzgws Bb3s (33¢0©0, 3og5e005 LadMHM396GM 39653390, ME3WgEwos.
- La3GMEgbGM 3965339m0L Moligo

Lo3MM39bG™M 396533900 MO0 FoMmTmodmds LsdsBMM LadMmm396EG M 396533900900L 3mEHIbE0MMO 33EogdOL Fodm,
o3 glodems MoMmYMBOMOo A3 ghs 0dmboml MmMHRBODIEOOL BobIBLYMGO 5d@039d0Ls S 35 EIBWYEYdJOOL
69506 oMYOMgdIdDY. gu HoL3o Tgbsderms FoMmTmMoTzal od@039d0Ls S 35¢EIOWYYdIOOL F0MYOS/OFBSMHZOL
3900900 gLdsdMdOm, sbg3g 08 g00b393590, ¥ S1YMO 59BHO39VO O 5 EIOINEGIJIO ESTMI0WIINE0s JMGLOL
33@O)dIBY.

J390m» 9migdne gbGowdo Fgxs9gdvyeos LadOMEI6GHM 396533900l MOLZOL Fo3wghs MERBOBIE0sBY. 00
§9609mBgbL MmGsboBo300L 00 BobIBLXGO 57EH039d0Ls s BobIBLXMO 35EIdYYdJdOL X 5L 2022 s 2021 Fargdols
31 09399060l FYMT>MHYMBOM, MMTYLms3 IJusdsdoLsE JMHOEbYdsM LadMM39bEM Tgdmbsgswo s batrxo.

2022 2021
b 36:0m3gbE0L Bo@o6gdgwo Bobsbm@o sgd@ogzgdo 69,703 74,899
bmen 36:0m3gbG0L Bo@o6gdgwo B0bsbMMO 35cgdMEgdgdo (59,376) (65,457)
Ls3Gm396@™ 39565339000L AMAbMdgMdOL dobws 9x8gddo 10,327 9,442

068m®m3s30s  3OMEI6EBHOL  FoBHoMgdIr  BobBLME  5JBH03gdLy O 39w EYOIdIRBY  FmEgdMwos  Bdm®
©0330vH™BOL MHolgol d960936580.

MHP560D5305 sbMO30ggdL LESOHMEIBEHM 3965339070l FMHI6MBYMBOL sbsEODBU.

™mMP60B5300L  gzgas  3OMEIbEHOL  ToBHeMmgdgwo  5JBH0Z30L S 39YdMEgOoL  LadMmigbG™m  gobszzgmo
30JL0MGIME0s, 5d0EMA LodOMEIbGHM 3965339000l (33C0EGdS 56 SHEIBL 293¢ gbsL MMYBODOEOOL Fgdmbogagdls 56

botrxgoby.
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™®2560D5300L 30DBBIOO 3930EE0L FoOrM30Lsl T9dgRd0 IEYMISOHIGMOL:

* 30bobml MmGY60Bs300L Bb30mboMmgdsmdOL MHBOHMB3gmymas 0by, HMI MMAB0BE03 FosgMIgeml
9899AIO© L5gB0BMDY;

* J99Lod539dMEIL Lgd-0L oYM AIHO 3530¢)9WOlL FMMbM3BoWGdIGIL;

* 3Jmbgl 5009335 IM0 13998905 5J30MmbgHgdOLZOL.

25605305 HOLIOL FOM3MMF0WOE FgbgdL LoFoMM 353039l MEIBMBIL. MMYBOBE0s FoMMZL b3MMIGO
393035¢0b LEAMMJEHMGL s sbEIbL ol 3MEMYJEHOMYdL 930bMT03MMHO F96M9TMGBGBOLS S 99EH039d0L MOLZ0SBMBOL
39L5d5T0bO.

030bo>mM30L, MMI  FgobsMPRMbML b I53MMGIBHOMML 39300l LEGOWIBHMMS, MOYBODHE0sd  Fgodengds
©5530609dBH0MML  IGEMDYEGOoLOMZOL  2oIbEOWo  ©0300I6©IdO, IBIGHMBML  3530FEIWO  FBWMDYEGBL,
390m335L  obowo  5J30900 b g9goMl  5JBH03900 35Ol OBIMZoL  FoBbom. MMABODIEOOL  dMmeo@Eozol
d9L5d580bo© ©03096EYBOL 253995 BYds FBMEME 08 Fawl, HMEILsE LOWO Fgambogowo 5FsMRdIAL 1,050 smsl
WML, 50bodbmw Fgdmbggzsdo 1,050 smsl seBy 6589@0 Fgodamgds g5039L 03096, 21939 3gMomedo
3939905 03000960l TEYEMdST, 56 YYBES 25s5FSMBML 39MH0MEOL LBKYEo FgdmLsgerol 30%-U.

303356058 Jorgdvyeo bylbgdol BoMywgddo 0b3zglBM™MYdmsh 09 5431 35eEYdIMWYds J3gdmo Imizgdnwo
30656L1MH0 39980(3096(3gd0L 385YMBOIGOIDY.

3690000HgROL 8096 @sfigbgdawo GobsbligGo dgbenwggdo 2022 2021

00539% 06900 3obablw® 0blEHMMIGHEIOBY LogswrEHm Mobzol

393b60b 398030g6AHO

Lom39Ma30m dMygdoL 39530309630 <60% <50%
>16%-+0.5% >14.5%

<10% <10%

3930350L M65BMEMBOL 3m95803096GH
Lbgs bglbgdob MBOWB3gEymaol 3098030960 <25% <25%

PAR (30) + 250053500901¢00 bglibgdo

Bsdmffgmoo Lgbbgdol 3mgz03095G0

005 1530M9OGH™M 3mBoEos

PAR (30) + 350005350900 bgbbgdo + BsdmfigHowo bgbgdol
30330606900 3:9803096G0

LoM39Mo300 M3000¥BOYB3gYmzol 30m9B03096¢ 0
©0330001MHMIOL 39B303096¢H0

6ol3oL IRIM30L 3:9B03096EGO

53039809 1130130

LsHgsIbx39EM 3530350l 3mIR0(3096GO
©033000MHMIOL 39B03096GH0

OEdOYO0 X HOL 319BoEoIEGO

3MOGHBI0 GHol3oL 3mgBo30bEGHO

©0330001MHMIOL glods3oLbmdOL 3Mm9R03096GH0

(PAR90 + G9bEGH®JEHwIH0BoE0s + hsdmfg@owo bglbgdo LTM-
s0ygbowo LTM)/GLP

<5%
<3%
<10%

<8%

>100%
>19%
>50%
>0%
<7
>-50%
<10%
<5%
<100%

<12%

<=5%
<4%
<10%

<12%

>100%
>19%
>50%
>=2%
<5.00
<-50%

2022 fieool 31 09399060 9aMBsMgmdom  MmMABODIE0s  9300dmBomgds  bgdmm  dmEgdne  3obsblymo
3M9803096(¢0L.  FgLOHMEgdeMmdol  dglsdem  Gggpgdbg 06x8mMIs30s  Jodogmmos 99-17  gobTeMEHgdom
d9600d369dd0.
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La36m3gbEm 39dmbsgagro Fomdmgdbogro: 2022 2021
3939990 Lylbgdo b 16,734 15,501
Dot Lybbgdol BMPOB0Io300sL - 209
056390 29600319090 MsbbYdOHE 40 43

Lrgem BadMemagbGem 899mbsgsemo 16,774 15,753

Ls3Gm396EG™ batxo Fo@dmgdbogos:

M3bmMMHo gobsbly®o 0blE0E IOl Jomgdyao bgbbgdowsb (4,909) (3,697)
3QR0MIM030 d563900LYs6 Jomgdwyaro Lgbbgdowsb (238) (813)
LSO MM 35O GOJO0D (73) (100)

X50960 Ls3OM396GHM bR 59MOHEBHOBOMYIMMO WOMIOMMIBO (5.220) (4,610)

50M0Ebrm gobsblrye goemgdemgdgdy

$006005 36396 ™ Fgdmlssgsgro 11,554 11,143

6. x56H03900 bbgs Fgdmlsgmols Bsmzgmoom
2022 2021
X 5600900 552 595
Lbgs 109 235
661 830
7. byrgslgdo s 0s6538MMm3gems bgs Latygdgwo
2022 2021
bgagebo (4,498) (4,675)
Lbgo Lot gdgeo (65) (76)
(4,563) (4,751)
b9dd03569wmdoL 565BLsm®mgdoL dglobgd 0bxm®mBszos obowgo dg-18 d960836s30.
8. bgs Lam3gMogom batxgdo
2022 2021
Lo3MbLEBo30M FBLobmEMgds* (255) (274)
GMBL3MOEGHOMYDS (218) (162)
b53039603530M botxgdO (156) (153)
©5330L botxgdo (154) (196)
300bsemEgd0 (150) (134)
®gobob batxgdo (106) (94)
Lobsdatmem bty gdo (89) (61)
Ubgs goobiobogdo (83) (41)
6930530l botxo (59) (42)
05630L Lsgzmdobom babxgdo (38) (42)
Lbgs (80) (44)
(1,388) (1,243)

*Bogmblvyan@sgom dmdbobwyMgdol botxgdo dmogsgl 2022 s 2021 §ergdol 530bsblmMo sbys®modygdol swmodol
botrxgdlb 47 s5m5L0 MHOL s 55 5MOLO ML MEYBMBO0, Tglodsdols.
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00006569 9tg00L goolisbago (82) (141)
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9cp900l 25slobsols batxo (320) 61
9m2900L 350LbOEOL batix ol M193mBLOWSE0S MY LogoEILIbLIM 965339000l dobggoom:
2022 2021
009,905/ (DsM5¢0) sB9A3MTWY 743 987
Logoaliobsm 4965339000 20% 15%
0900 9mggdoL gosbibsol baGx o/ (LoMygdyo) (149) (148)
000030 bbgomdgdol 9x39d@0 (171) 209
909090l 250slsbaols botxo (320) 61

23903509099 IMAJOOL A9oldboEdo MMYBdOMO BHZomdJOOL IMIMsmdS Im(390v9e0s 15%-80, oM 3539dMwo

LglibgdoL AoMBLMOIIOL BoMoerols HMIgeroi 20% (2021: 15%) osbyeM0dgdwyeo.

33039 3P Ywo
31 (3353 dmem0) 31 (03353 9dE0) 31
15%-0560 oHmgdomo 93090960 890mbogemgdol 93990960 890mbisgemgdols 093930960
bbgomdgdo: 2020 3699608390530 2021 3630603390530 2022

3939970 Lgbbgdo (44) 172 128 99 227
d0M0m5©O LGP gdGOO (314) 306 8) (325) (333)
NONNGY 0T NIy I0Te) )
23403900 @ ) 3) 3
233H03900L 25dmygbgdols (183) 47 (136) 1 (135)
IBwIodo
Looxsee

231 64 167 16 151
35QEIBILYOIBO (©4 16
308m¢996989¢0 ) ) )
LooLObOM VoMo 258 (258)

(54) 202 148 (238) (90)

mOHP60D5300L 96 g3l 90MIOIWO 393500 gO0 Booaliobom 9JGH030 96 35¢rEIdYMgds, Sbg3zg o6 oJ3L

3930450l (3300090900l 564500890590, 56 bbgs LM F9ambogsedo 5005MYOMWO 3oslobsgdo.
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31 cog39dd9g60 31 9399d960
2022 2021
Bo0©o gmwo ghmgbran g3swv@Esdo 21 25
30 3080656y Lodsbzm sbgeM0dBby gHmgbmar 35¢m@Esdo 785 3,528
30 3080656 Lodsb3m sbgeM0dBY MEFbMME Foew@Eedo 983 8,377
geo ybsdo 158 152
39D0MMWo Mo 124 966
2,071 13,048

*89D0M©@o 3o 990905 1s6bgdoligsh HMIgeos s3538069d0s MEbMMMO 3¢ EOL 13Mm3 3M6EHMIJEHMB,
MmIgwoa 35908OMEos 89-15 d960d36s90.

2022 o 2021 ol 31 ©9390860L dEymdsmgmdom mMAs60BsE00l Gwma©o boblMgdol doMomso bsffowo ogym
2396m53L9dvo B35639080, HMIgms Fitch-ob Mgo@EHobagdol dobgwogom 8oboFgdwo 3dmbosm  LEsdowwGo
360mabmbomgdol Mg0@0bygdo B (8m3wg3s000060 Ggodobyo) s BB- (3Mdgw3sosbo Ggodobyo).

B0 S BMEOL 93303596300 35¢EHJdOL FobgE300 YodoRMWos d9-4 3960836530.

11. 3e00963dBg 93930 Lglbgdo

31 093990960 31 09399960
2022 2021

9000560 go39999wo Lgbbgdo 68,536 63,200
©MoEbwo 30mEgbGo 963 1,043
299m3090990: ImboemEbyero Ls3MIEOEGHM Dm0 (1,564) (1,249)
67,935 62,994

Lglbgdo bgd@mGgdol dobggom:
Lbmggeol dgMHbgmds 34,803 33,761
35FOHMdS 33,043 28,731
fo@dmgds 1,653 1,751
900¢0sbo y5339Meo Ligbgdo 69,499 64,243
299m3090990: Imboermbgero Ls3MIEOEGHM DoMowo (1,564) (1,249)
begem 3000963909 39699900 bglibgdo 67,935 62,994

3096350y 39399990 Lgbbgdo bgd@mMgdol Jobggzoom Famammygbowos 899wgabsoMac:
31 g390d960 2022

Lglbgdo
Lglbgdo 9clsemebgero 2357983smOHgd0L
357189LM9d589 DoGeo 3990002
bmgeol dg@bgmdo 34,803 (794) 34,009
35FOMdS 33,043 (761) 32,282
Fo@dmygds 1,653 ) 1,644
69,499 (1,564) 67,935
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3w096@g0%bY 3398990 Lgbbgdo M HBOHMBlgWYMmBgdOL dobgrzom Fomdmoagbowos 898wgabsoMag:

31 y399d960 2022
Lgbbgdo
Lglbgdo dmbsgnembgero 23598sLMHOOL
2357BLM9d5909 Dm0 3990092
09L0dg FBSOOL 30050 FMIBEH09dO 45,594 (791) 44,803
MBOHMB3YYMmBoL 200939 12,951 (625) 12,326
MdM930 Jmbgdom 10,927 (148) 10,779
903530 Jmbgd0m, Fom FmMOL LoGH®BLMMEHM 27 ) 27
L5395 9d9d0m
69,499 (1,564) 67,935
31 c0g399d960 2021
bglbgdo
Lglbgdo 3mbsemembyeo 259BsLMGgBdOL
3579185LMgd589 D600 3990099
39Ls97g THSOHOL 30M0EO FoMBEH0YdO 40,750 (514) 40,236
MBOB3gYmzol 35093y 14,108 (536) 13,572
36530 Jmbgdom 9,340 (199) 9,141
9dM530 Jmbgdom, 3500 Mol LoEGMBLEMEHM
45 - 45
L5300 909d0m
64,243 (1,249) 62,994

6oboBs3ooL Lglbgdo MHOHMBblgYMmBOwWs 03M™MY30m, LsBHMBL3MOEHM LGSO s 30MSEO PIMBEH0m.

dmmbmgbgdo MBOHbzgwymzsby oygbowos loan-to-value 3mgx03Eogb@om. dogdbodsenydo 3mgzogogb@o LTV

oMol 85%. gl 9bsBIOEMdS gbgds YDBOHMB3xWYmNEolL OLIMBEHOMIOME VOMYPINEGIL, M3 IZOMIZIOICO

Jmbgd0b Bgse®o woMgdwyemgdol dsgdbodwad 80% -b 9goygbl.

2022 ol dmeomb 31 9399360l 3amds®gmdoo bglbgdol aswa3slvy@adol Hgbgmzol dmdMomds 890ga0s:

1 9930 2 9&s30 3 9930
9clsembgero dcbsgrmbyero
Ls30goB ™ Ls3Mgo@™m
12 ;gols Dosgngdol BoGsgngdol
b mebgero Lslogmabarm 303¢o Lsbogmsbare (303@0
bs3Mgeodem 365357)BLTOIOE NBLNOIPRN
&olgo (1 gBs3o) Lglbgdbg (2 9Bd30) Lglbgdbg (3 9Bhd30) begom
658000 fjerols sLisfigoldo 587 225 437 1,249
abagro bglbgdo 477 168 292 937
390003 30039 9Bo3bg 4 - (4) -
390003 gy 9B3bY ) 5 - -
390003 Igledy 9Bo3bg (4) (4) 8 -
3909bowo Liglbgdo (385) (78) (69) (532)
RGO TGN (836) (292) (415) (1,543)
Mg bsdmfgMowo
bil)jbgbob 028@2,()%; ) ) 30 30
fierob 858doey By 825 288 310 1,423
(3LOgds
658000 figmols deagmenls 663 312 589 1,564

2022 §eools 31 ©93988960L LG gdvIemo farolmazol 3¢0096GIdolm30L 3o3gdaro Lgbgdol dmeosbo Lsdswsblim

0069390900l Fglsdsdobo (33¢0gd900 Fomdmygboros 899gabsomaco:
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9mbogrmebgemo 9mbogrmebgemo
bs3MgoB™m Ls3Mgod™m
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