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JSC BG Financial and Subsidiaries Management report 2018

Introduction

The 2018 management report (the “Report”) incorporates the essential information, required in the management report
manual by the Service tor \ccounting, Reporting and Audit Supervision (“SARAS”) of Georgia, related to the |SC BG
Financial (the “Company” or “BG kinancial” used interchangeably) and its subsidiaries (together referred to as the
“Group™). Management report includes a review of the Group’s principal activities, which is comprised of a business
overview. financial and non-financial information, development plans, and principal risks and uncerrainties the Group

faces.

Taking into consideration, that the Company is a non -operating holding with its two core operating subsidiaries being |SC
Galt & Taggart (Galt & Taggart) and JSC Express Technologies (Express Technologies), the Report will recount the
Group's stance in above-mentioned components through these two major subsidiaries where appropriate and necessary.

Business overview and principal activities

At a glance

JSC BG Financial is a non-operating holding company comprised of a group of operating companies and provides
brokerage, research, investment banking and asset management services via Galt and Taggart, and card processing and
payment services via Express Technologies. The list of the subsidiaries included in the Group is provided below.

As at 31 December 2017 BGEO Group PLC (formerly known as Bank of Georga Holdings PLC) was a public limited
liability company incorporated in Fngland and Wales and represented the ultimate parent company of JSC BG Financial.
The shares of BGEO Group PLC were admitted to the premium listing segment of the Official List of the UK Listing
Authority and admitted to trading on the London Stock Exchange's Main Market for listed securities, effective 28
February 2012, On 3 July 2017, BGEO Group PLC announced its intention to demerge BGEO Group PLC into a
TLondon-listed banking business, Bank of Georgia Group PLC, and a London-listed investment business, Georgia Capital
PLC, by the end of the first half of 2018. The demerger was completed on 29 May 2018 and as a result Bank of Georgia
Group PLC became the 100% ultimate shareholder of JSC BG Financial. As at 31 December 2018, 80.1% of BG
Financial is owned by JSC BGEO Group, while 19.9% is directly held by Bank of Georgia Group PLC, the latter
representing the ultimate parent company of BG Financial.

The Company’s registered legal address 15 79 David Agmashenebeli Avenue, Thilisi 0102, Georgia.

The Group structure

As at 31 December 2018, the Group is comprised of following companies. The detailed shareholdings are presented in
Note 2 of the Group’s consolidated financial statements:

@ GALT & TAGGART

Subsidiaries (> 50%)

Investments 10-20%
— Associates 20-50%

Representative Office
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Business overview and principal activities (continued)

Express Technologies

Fixpress Technologies was established under the Georgian legislation in 2007 and incorporates the subsidiary companies
operating in the electronic payments industry. The aim of creating Express Technologies was to establish the advanced
standards of revolutionary solutions and information technologies 1n the Georgian payment system. [ts services enable
clients to use modern payment systems, reduce operating costs, and improve risk management. Along with a customer-
friendly approach, Express Technologies™ advantage is the effective protection of the customers’ personal data and their
property. The companies incorporated in Express Technologies provide services to financial institutions, government
agencics, telecommunications companies, SMEs and individuals. FExpress Technologies supports JSC Bank of Georgia’s
(subsidiary of the Group’s parent company, [SC BGEO Group) payment system which is the largest in Georgia. By the
end of 2018, Express Technologies had 2.2 million cards in circulation, 17,127 POS terminals and 891 ATMs.

The companies incorporated within FExpress Technologies are registered under the National Bank of Georgia as payment
system operators and payment service providers, and are under its supervision. The company operates through its
cubsidiaries: Direct Debit Georgia LLC (Direct Debit Georgia), ]SC Georgian Card (Geotgian Card) and Metro Service+
LLC (Metro Service+). In this sector, Georgian Card is one of the leading processing centers in Transcaucasia, with only
two payment system operators in Georgia. Among the payment service providers, Direct Debit Georgia holds a leading
position due to the scale of its activities. It <hould be noted that the services offered by the company are distinguished by
their multi-functional and innovative character. Customers can refill the transportation card limits only through the
company’s kiosks and cashiers. As at 31 December 2018, the number of self-service terminals reached almost 3,200.
Metro Service+ is in charge of running and modernising the payment systems in the public transportation network in
‘I'bilisi and Batumi. It has implemented Transport Fare Card Payment System and has been operating in the field of fare
collection and administration in municipal transport and cableway systems for 12 years already. The company operates 33
service centres in Thilisi and Batumi and serves about 700,000 passengers, 1,000 municipal buses and 2,000 minibuses
every day. All three companies under Express Technologies are innovative and adjust to ever increasing noveltes in the
market and customer demands. Therefore, Express Technologies creates superior value to its clients through convenience
of its services and contemporary solutions to the challenges in payment business in Georgia.

The company’s registered legal address is 106, Beliashvili Street, Thilisi, 0159, Georgia, and electronic address is
http: et.ge.

Business overview
Iixpress Technologies operates through its subsidiaries in the following areas:
= ATM and POS terminal network management - Georgian Card services include systemic support and

management of ATMs and POS terminals, including local networks and wireless units within the system, in real fime;
s Transport fare collection automated systems - through Metro Setvice+, Express Technologies is the sole
provider of public transport payment services in Thilist;
= Customer-friendly software - the Group focuses heavily on design and infrastructure of its software and offers e-
commetce solutions;

Network status management - a universal network monitoring system that oversees the operational status of all
ATMs and POS terminals in real time;

Transaction processing - the basic function of Georgian Card as the processing center is to provide secure
interconnections with affiliates and card holding merchants and other service providers. A wide range of processing
devices operate on Visa, MasterCard, American Express, UPI and Diner's Club debit and credit cards (including
contactless), in particular, magnetic and chip card applications;

= Card personalisation - Georgian Card can print any quantity of personalised design cards and provide clients a
convenient combination of innovative technologies and services through its multi-platform infrastructure and
international partners;

u

Multifunctional self-service terminals - the self-service terminals, available country-wide in Georgia, are tailored to
demands of clients and allow to pay for services offered by a wide range of service providers (utility and cable TV
providers, mobile, telephone and internet operators, taxes included in the state budget, parking and transportation
costs, banking services, such as deposits, credit and other payments, charitable donations, tickets for cinema, theatre
and other events, among others). The company also supports self-service terminal network of JSC Bank of Georgla;
Specialised self-service terminals — were introduced in 2017 and are intended for the companies that have high

d.“‘ly turnover in cash. The terminals enable the businesses to deposit the cash onto their accounts in the shortest
time possible;

_Cashler-operators - Direct Debit Georgia operates a one-stop-shop principle for providing quality services through
its cashier-operators at the public service halls, service development agencies, medical establishments, the offices of
the Kaz TransGas Thilist 1.1.C and Batumi customs clearance zone.
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Business overview and principal activities (continued)
Galt and Taggart

Galt & Taggart was established under the Georgian legislation in 1995. Since 2000, the company operates as 4 brokerage
house under the broker license issued by the National Bank of Georgia in 2014. Galt & Taggart is a fully owned subsidiary
of BG Financial,

The company has established itsclf as leading investment banking and investment management scrvices provider company
in Georgia and is at the forefront of capital markets development in the country. The company’s expertise is leveraged
through Galt & Taggart’s core activities: [nvestment banking, brokerage and research.

Galt & Taggart’s investment banking services are focused on two areas, namely, corporate advisory and capital markets.
The company provides financial advisory services to private and public entities, private equity houses and high net worth
individuals in both domestic and cross-border transactions, and among others, include mergers and acquisitions, strategic
advisory services, financial restructuring, valuation, etc. The company has a proven track record of more than 30
completed transactions over the past eight years. Galt & Taggart has the most active team in debt capital markets in the
Caucasus region. Since 2014, Galt & Taggart acted as a lead and co-manager in a number of successful public and private
placements of debt securities issued by corporate entities as well as international financial institutions. In total, Galt &
Taggart has a track record of ¢.US$1.5 billion debt securities placement, including Eurobonds, since 2014

Galt & Taggart is the largest brokerage house in Georgia covering ¢.90% of the total market and one of the leading in the
tegion that provides competitive brokerage services for the global and regional hard-to-reach markets, as well as Over-
The-Counter (OTC) operations. Bank of Georgia, which is the exclusive sub-custodian of Clearstream in the region,
provides Galt & Taggart brokerage with custodian services. The company provides services to up to 3,000 clients, among
them resident and non-resident individuals and corporate entities. Licensed by the National Bank of Georgia, the
company has a reputation for top-quality services provider, demonstrated through its multi-asset and multi-market
brokerage proposition. The company’s brokerage arm offers its clients two types of investment accounts: G&T Brokerage
and G&T Trader. The former is a traditional (execution) brokerage service, whereby trades are placed via private broker
on the basis of a given order. The latter is an online multi-asset trading platform, where the clients can trade
independently. Since 2015, Galt & Taggart offers online trading services through G&T Trader via White Label
Partnership with Saxo Bank, Danish fintech investment bank with the leading position in online investing and trading
operations. With an account with G&T Trader, a client can execute transactions on all major international exchanges and
trade up to 34,000 different products from a single account. Galt & ‘Taggart actively cooperates with international
custodian banks such as Clearstream and Furoclear.

The company’s objective is to position itself as a best-in-class brokerage service provider company with a full range of
investment products and services, including trade execution, custody and financing. Galt & Taggart is in compliance with
international cthical standards, as well as with all requirements and recommendations issued by the National Bank of
Georgia and Financial Monitoring Service of Georgia. The compliance with international and local standards 1s overseen
by Anti Money Laundering (AML) unit of the company and is inseparable part of its brokerage business.

Galt & Taggart’s rescarch arm offers our clients macroeconomic and in-depth sector researches, e.g. in energy, healthcare,
tourism, agriculture, as well as corporate researches on Georgian Railway, Georgian Oil and Gas Corporation, etc. and
fixed income market coverage. The reports are available on multiple news platforms, e.g. Bloomberg, Capital 1Q,
Thomson Reuters, etc. Galt and Taggart had ¢.6,000 subscribers to its research services as of 31 December 2018 and
published over 110 macroeconomic and sector reports in 2018,

Galt & Taggart frequently organises conferences to introduce its research findings on current opportunities in vatious
sectors to the Government entities, corporate sector and investors. The company’s objective is to provide timely and
useful information to its existing and potential investors, who consider investing in Georgian economy and capital market.

Galt & Taggart’s registered legal address is 79, Agmashenebeli Avenue, Thilist, 0102, Georgia, and electronic address is
https://galtandtaggart.com.
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Financial and non-financial inform ation overview

"The Group’s financial results highlights

The Group prepares consolidated financial statements in accordance with International Financial Reporting Standards
“1FRSs™) and International Financial Reporting, Interpretations Commuttee (“IFRIC™) interpretations issued by the
International Accounting Standards Board (“TASB”) ¢ ffective for 2018 reporting, The detailed financial results can be
found in the Group’s audited consolidated financial statements as of and for the year ended 31 December 2018, The

highlights of the Group’s financial results are presented below:

Consolidated statement of financial position highlights 2018 2017
Thousands of Georgian Lari
Total assets 113,761 125,930
Total equity attributable to sharcholders of the Company 57,027 51,182
Non-controlling inferests 179 169
Total equity 57,206 51,351
Total liabilities 56,555 74,579
Consolidated income statement highlights
Thousands of Georgian Lari
Revenue 31,423 22901
Operating expenses (24,390) (19,673)
Net non-recutring items (1,677) 6,020
Profit for the year from continuing operations 5,356 9,202
Profit from discontinued operations - 17,468
Profit for the year 5,356 26,670
Total profit attributable to:
Shareholders of the Conpany 5,346 26,662
Non-controlling interests 10 8
Total comprehensive income for the year 5,301 26,544
Shareholders of the Company 5,291 26,536
Non-controlling interests 10 8

On 30 June 2017 the Group sold its subsidiary Georgian Leasing Company LLC (“GLC”) to JSC Bank of Georgia for a
cash consideration of GEL 10.1 million. As at the date of disposal the net assets of GLC was GEL 4.6 million. On 26
December 2017 the Group repurchased its own shares from its shareholder JSC BGEO Group in exchange of transfer of
JSC Insurance Company Aldagi (“Aldagi”) shares to JSC BGEO Group. As at the date of deconsolidation the net assets
of Aldagi was GEL 41.0 million. GL.C and Aldagi each represented the Group’s major line of business (leasing and
property and casualty insurance, respectively) and as such, meet the definition of a discontinued operation.

For the details of the Group’s net non-recurring items in 2018 and 2017, tefer to Note 18 of the Group’s consolidated
financial statements.

Non-financial information
Our peaple

Employee headcount in 2018 reached about 698 employees in Fxpress Technologies and 40 employces in Galt and
Taggart. The companies within the Group do their best to attract the most motivated and committed people. Human
capital plays crucial role in success of the Group’s activities, therefore, it tries to create optimal conditions for effective
labor and carcer development. The basis for employee oriented approach is fairness, which the Group tries to
demonstrate by providing adequate compensation, additional bonuses and by respecting diversity. The Group
un‘dcr‘x‘t:mds and undertakes its responsibility before the employees. At the same time, it requires the fair and reasonable
attitude from its employees towards their work, which is cleatly outlined mn the respective companies’ internal Code of
Conduct and Code of Ethics.

Heaith and safety at the workplace

(}‘Ci)fgifln legislation sets out minimum safety standards at a workplace. The Group tries to embrace internationally
rcc<1g111§cd best practices and create a safe and healthy environment for its emplovees. The offices are equipped with fire
protection infrastructure. Trainings are delivered for the staff on the methods of accidents prevention and on immediate
response during the natural disasters and unforeseen circumstances. The business continuity management policy is in
place within the Group companies and special team 1s appointed, who are responsible for managing crisis situations.

6
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Financial and non-financial information overview (continued)

Healthy work environment

The Group realises that its employees are the guarantee to its success, therefore, it tries to create equal development
opportunities for everyone. The Group’s priority is to strictly protect personal data of its employees and customers and
the adequate risk protection mechanisms are subject to the periodic revision and update. ‘The information on the type of
personal data catalogues, kept in the companies within the Group is available on the official website of the Personal Data
Protectton staff.

Prevent corrupiion

Corruption and bribery, despite its form and type, ate not allowed within the Group. The Group strictly evaluates any
action and transaction that may be perceived as an unlawful influence on the decisions made in relation to the Group. In
order to regulate this area, the Group companies use quite an extensive policy on the management of the conflict of
interest, while specially defined structural units carry out control procedures to ensure that any employee or any action
performed by or within the Group is in compliance with this policy.

Strategic focus and future plans

BG Financial’s two major subsidiaries, Express Technologies and Galt & Taggart, ate leading companies in their
respective fields. Express Technology 1s dedicated to maintaining advanced payment standards in Georgia and aims to
offer its clients ever improving and cutting-edge payment experience. Galt & Taggart is a primary market player in
Georgia’s developing capital markets and it aims to leverage its supetior knowledge and capital markets capabilities in the
Georgian and neighbouring markets both in terms of reach and the expertise that it has accumulated during the past
several years through its corporate advisory, debt and equity capital market research and brokerage practices united under
Galt & Taggart.

Express Technologies

In 2017, JSC Bank of Georgia won a tender, organised by Thilisi City Hall, for the modernisation of the public
transportation payment system in Thilisi. As a result, Bank of Georgia will continue to be the sole provider of payment
support services to the public transport network, and operate Fxpress branches in Tbilisi metro (i.c. subway) stations for
the next ten years. As part of the tender mandate and the bank’s own digitalisation strategy, Bank of Georgia 1s
implementing a modern digital payment system across the public transport network in Thilisi, including payment
processing using Visa and MasterCard cards, and creating a digital platform for ticket reservations and purchases through
mobile applications. Metro Service+, as the subcontractor of the bank, is responsible for implementing the tender terms,
and Georgian Card and Direct Debit Georgia will also provide the support within the project. The Express Technologies
group will integrate international cards into the payment system in Georgian transport.

Direct Debit Georgia has been actively increasing the number of service channels since 2006. In the future, it plans to
increase the coverage area throughout Georgia, providing all territorial units with services that are inseparable from
everyday life and are the guarantee of safe, secure and quick payment service for the majority of the population. Over the
past five years, the number of payment channels increased by about 19%, and the 2018 turnover was about 53% higher
than the turnover of 2017. The company’s goal is to continue focus on its business growth and improve the quality and
efficiency in the process.

(‘:eo_rgian Card is continually updating services and introducing innovations. The company’s goal is to protect to the
maximum extent all the entities involved in its system and to provide with simple and comprehensive service. To fulfil
this goal, every year the company undergoes the security and other audits and is ready to face new challenges and to
introduce even higher standards on the market.

Going forward, Express Technologies group intends to make the services offered to its clients more diverse and expand
the clientele base and target more businesses with innovative projects.

-1
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Strategic focus and future plans (continued)

Galt and Taggart

Galt & Taggart, which brings investment banking, research and brokerage services under one brand, continues to develop
local capital markets in Georgla and aims to facilitate more transactions in equity, as well as debt capital markets. In this
tegard. the company plans to work on raising awareness on capital market instruments among investors and borrowers. It
plans to regularly mect with the companies that are ready to raise funds in the capital market and share with them the
information about capital markets as an alternative way to attract financial resources. Simultancously, at the time of a
specific security issuance, the company will hold presentations with potential investors regarding securities as an
alternative opportunity to invest free resources. Galt and Taggart is expanding its cooperation with JSC Bank of Georgia’s
SOLQ premium segment and wealth management, who are a primary force behind sales. At the same time, it is working
on attracting new potential retail, as well as institutional investors.

Galt and Taggart’s aim is to offer its investors diversified products. Even though the current legislation does not support a
structure of a fund, the company is creating alternative products whose benefits and advantages resemble those of a fund.

Galt & Taggart plans to expand its consulting business. There 15 a particularly significant potential in mergers and
acquisitions (M&\), as the market players increasingly appreciate the need for a qualified consultant’s involvement. In this
regard, the company actively conducts various business sector analyses in order to identify opportunities for potential
consolidations and then initiate the transaction. It is widening an international network of partners, which makes Mé&A
transactions more likely to succeed. Galt & Taggart works closely with Georgian banks and delivers complete advisory
solutions to corporate clients.

In its brokerage business, the company aims to position itself as a best-in-class service provider in Georgia offering the
most diverse products in terms of regional coverage, asset type and structure. The company has an ambition to compete
with regional brokerage houses, therefore, plans to develop and improve the operations in several directions. First, client
on-boarding and trade execution process, as well as other internal procedures will be improved. The team is working on
several projects that will make client identification/verification process from AML perspective more efficient. Due to the
new software enhancements, transaction monitoring and automation of transaction processing will be more efficient and
will reduce manually executed processes to a minimum. In addition to improving internal processes, the company is
shifting its approach from a product to client-centric concept. Its goal is to be a company tailored to client needs and
offer its clients the products and services that will address their needs. For that purpose, Galt and Taggart is planning to
launch an internet banking platform, Brokerage Client Dashboard, for its brokerage business, where clients will be able to
track their portfolio perfotmance and make informed decisions on future actions,

In Galt & Taggart research, the company plans to expand the coverage area of Georgian economic sectors, so that its
clients have full-spectre view of the country’s investment potential. In this regard, the company finds it important that a
platform for dialogue between private and public sectors gets stronger. The team plans to prepare researches to investors
interested in purchasing securities issued by Georgian companies. As a leading player in local capital markets
development, Galt and Taggart plans to study investment instruments, liquidity and risks and work on prognoses based
on that research.

Principal risks and uncertainties

Both Express Technologies and Galt & Taggart identify, evaluate, manage and monitor the risks that they face through
integrated control frameworks supported by formal policies and procedures, clearly delegated authority levels and
comprehensive reporting.

Market risk

Market _n'sk is the risk of change of the fair value of financial instruments as a result of market factors, such as the
_ﬂucruatmns in interest rates, foreign currency exchange rates and equity prices. The most common types of market risks
include interest rate risk, equity risk, currency risk and commodity risk. The Group is not exposed to any significant
market risk except for the currency risk, which is the risk that the value of a financial instrument will fluctuate due to
changcsl in foreign exchange rates. The Group entities closely analyse and monitor the foreign exchange positions on
currencies to which they have significant exposure and effect monetary assets and liabilities, as well as the effect of the
local currency exchange rate changes.

[;I'K dt{aﬂul analysis of currencies the Group has significant exposure to on its monetary assets and liabilities as of 31

ccember 2 - : ! : : ¢

. “ember .7()18 and 2017 and the effect of a reasonably possible movement of the currency rates against the Georglan
on the income statement is disclosed in Note 19 of the Group’s consolidated financial statements.
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Principal risks and uncertainties (continued)

Liquidity risk

Liquidity tisk is the risk that the Group will not be able to timely service all its financial liabilities originated in the normal
or stressful conditions. The liquidity risk is closcly analysed and managed by the management of both Express
I'echnologies and Galt and Taggart. As at 31 December 2018 and 2017, based on the analysis of the Group’s financial
assets and liabilities according to their contractual maturities, the Management believes that liquidity is sufficient to meet
the Group’s present requirements. The Group companies have always been fulfilling their contractual obligations and
have never cxpcricut:t‘.d a default.

Credit risk

Credit risk stems from the possibility that either of the counterparties will fail to meet contractual obligations. Companies
engaged in securities trading face this risk in over-the-counter (OTC) transactions. Credit risk can be minimised through
efficient risk management procedures, diligent analysis of a counterparty and hedging. The Group manages and controls
credit risk by setting limits on the amount of risk it is willing to accept for individual counterparties and for geographical,
industry, product and currency concentrations, and by monitoring exposures in relation to such limits. The Group has
established a credit quality review process to provide eatly identification of possible changes in the creditworthiness of
counterparties. Galt & Taggart conducts rigorous due diligence on every issuer it works with in order to avoid a default on
contractual obligations on the issuer’s side, which would in turn become a reputational risk for the company. Based on the
information on hand, the company informs the investors on any potential risk factors. As at 31 December 2018 and 2017,
all of the Group’s loan-related lines in the statement of financial position are neither past due nor impaired.

Operational risk

Operational risk is a possibility of loss caused by inadequate, inefficient or failed processes, procedures and systems.
Among numerous causes of operational risk in companies like Galt & Taggart and Express Technologies are fraud,
flawed and misleading financial/managerial accounting and reporting, unauthorised trading, malfunctioning trading
platforms, etc. In order to minimise such risks, the companies constantly improve the processes and procedures for more
automation, which reduces the probability of human error. Furthermore, the procedures are in place that serve to
segregation of dutics, access, authorization and reconciliation procedures, staff education and assessment processes.
Employees use a double-checking mechanism, which serves to reduction the reporting errors and prevention of fraud, so
that the final product is reliable to be used in future planning.

Regulations risk

The absence of a capital markets long-term development plan from the Georgian Government, including specific
regulatory changes and predetermined action plan that would help the company put forward a prognosis and develop its
own strategy accordingly, makes it challenging for Galt & Taggart to build business plans. Some of the preferential
regimes in Georgian legislation aimed at capital market development are fixed for a certain period, while others can be
casily amended. All of these make long-term planning difficult and less precise.

The risk management process at Galt & Taggart is in compliance with international standards established in financial
industry. The procedures and the sequence of the processes have been created in accordance with the current legislation,
regulatory requirements and own experience. Nevertheless, since the regulatory authority challenges the local market to
implement international standards and harmonise the local practice with international best practice, the company does not
rule out that these regulations might inadvertently be introduced overlooking, or with little regard to a low level of capital
market development in Georgia. This might initially hamper the development of brokerage services locally and reduce
their competitiveness on the global scale.

Fraud prevention

Along with the development of information technology, the types of crime have become more diverse. T he damage to
property may be caused as a result of fraud and unscrupulous behavior of consumers.

anlt & Taggart and Express Technologies have well-functioning procedures in place aimed at preventing fraud, both of
internal and external origins. The employees follow a multiple step validation process to execute transactions, open
accounts, set limits on fund transfers, etc. All of these activities involve verification and approval on various levels. It 1s

forbidde : i i . ) : ; k
”fb]idd]m to transfer funds to unverified accounts. Companies also control the incoming orders through verified
methods,
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Principal risks and uncertainties (continued)
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[INDEPENDENT AUDITOR’S REPORT
T'o the Shareholders and the Management of |SC BG Financial

Opinion

We have audited the consolidated financial statements of |SC BG Financial (the “Company”) and its subsidiaries (together —
“the Group™), which comprise the consolidated statement of financial position as at 31 December 2018, and the consolidated
income statement, consolidated statement of comprehensive income, consolidated statement of changes in equity and
consolidated statement of cash flows for the year then ended, and notes to the consolidated financial statements, mcluding a
summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the consolidated
financial position of the Group as at 31 December 2018, and its consolidated financial performance and its consolidated cash
flows for the year then ended in accordance with International Financial Reporting Standards (“1FRS”).

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 Awditor’s Regponsibilities for the Audit of the Consolidated Financial Statements section of our
report. We are independent of the Group in accordance with the International Ethics Standards Board for Accountants’ Code
of Ethics for Professional Accountants (the “TESBA 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 “TESBA Code™

We believe that the audit evidence we have obtained i sufficient and appropriate to provide a basis for our opinion.
Emphasis of Matter - Transactions with Related Parties

We draw attention to Note 22 to the consolidated financial statements, which describes a significant concentration of the
Group’s transactions with related parties. Our opinion is not modified in respect of this matter.

Other Matters

The preliminary consolidated financial statements of the Group for the year ended 31 December 2017 were audited by another
auditor who expressed unmodified opinion on those statements on 27 September 2018.

As part of our audit of 2018 consolidated financial statements, we also audited the restatement described in Note 5 that was
applied to amend 2017 preliminary consolidated financial statements. In our opinion, such restatement is appropriate and has
been propetly applied. We were not engaged to audit, review, or apply any procedures to the 2017 preliminary consolidated
financial statements of the Group, other than with respect to the restatement and, accordingly, we do not express an opinion or
any other form of assurance on the 2017 preliminary consolidated financial statements taken as a whole.

L Other Information included in the Group’s Management Report

Management is responsible for the other information. Other information comprises the information included in the Group’s
Managf,mcnr Report other than the consolidated fnancial statements and our auditor’s report thereon. Our opinion on the
consolidated financial statements does not cover the other information.

IIn C(‘mﬂccti(m with our audit of the consolidated financial statements, our responsibility 15 to read the other information
1dcnni?cd above and, in doing so, consider whether the other information is materially inconsistent with the consolidated
ﬁnancu.ll statements or does not materially comply with the requirements of the respective regulatory normative acts, or
otherwise appears to be materially misstated based on our knowledge obtained in the audit. If, based on the work we have
P'v'l‘ftllrmcd on the other information, we conclude that there is a material misstatement of the management report, we are
required to report that fact. We have nothing to report in this regard.

In o int -y ’ . . . ; 3 .
uLepLion, based on the work performed in the course of our audit, the information given in the Management Report, in all
material respects: ?

S

s consistent wi o : : -
2 Is consistent with the consolidated financial statements for the year ended 31 December 2018; and

Include + , : 5 i : : s ; .
“dt_‘-‘ the information required by the Law of Georgia on Accounting, Reporting and Auditing and complies with
respective regulatory normative acts.
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pmrsfbﬂr'r es of Management and Those Chatged with Governance for the Consolidated Financial Statements
presentation of the consolidated financial starements in accordance with

yonsible for the preparation and fair
mines is necessary to enable the preparation of consohidated financl

ygement is 1es|
S and for such internal control as management dete
ements that are free from material misstatement, whether due to fraud or errot.
for assessing the Group’s abiliry 10 contnue s i

the consolidated financial statements, management 15 responsible
accounting unless

. as applicable, marters related to going concern and using the going concern basts of
ations, or has no realistic alternanve hur to do so.

sreparing
pg concert, disclosing
nagement either intends 1o liquidare the Group or 1o ceasc opet
ose charged with governance are responsible for overseemg the Group’s financial reporting process.

wditor’s Rcsponsibﬂirfcs for the Audit of the Consolidated Financial Starements

atements as a whole are free from

assurance about whether the consolidated financial st
Reasonable

and to tssue an auditor’s report that meludes our opimnion
audit conducted in accordance with ISAs will always detect

1r objectives are (o abtain reasonable
werial missratement, whether due o frawd or error,
surance is a high level of assurance, but is not a guarantee that an
arerial misstarement when it exISts.

aterial if, individually or in the aggregaie, they could reasonably

{raud or error and are considered m
basis of these consolidared financial starements.

jsstatements can arise [rom
s expected 1o influence the economic decisions of users taken on the
sional judgment and maintain professional scepticism throughout

§ part of an audit in accordance with 1SAs, we excrcise profes

1e audit. We also:

al misstatement of the consolidated financial statements, whether due to fraud or

1o those risks, and obrin audit cvidence that 18 sufficient and
of not detecting a marerial misstatement resulting from fraud 15
may  involve collusion, forgery, intentional  omissions,

Tdentify and assess the nisks of mareri
error, design and perform audit procedures responsive
appropuiate to provide a basis for our opinion. The risk
higher than for one resulting from error, as frand
miseepresentations, or the ove rride of nternal control.

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

4 [ivaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and relared
disclosures made by management.

> Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the audir

loubr on

1Y CXISTS reluted 1o events or conditions that may cast mgulﬁc:un I
qal uncerninic exists, we are required 1o
if such disclosures are

evidence obtined, whether a marerial uncerrai
the Group’s abiliry ro continue as a going concemn. If we conclude that a mater
to the related disclosures in the financial siatements or,
usions are based on the audit evidence obrined up to the date of our
S I'i'l.ﬂ'\' Culse [htﬁ (';fﬂllp 10 Cease 1o ('tlﬂtiﬂ.ll i R § g()il‘lg CONCern,

at of the financial statements, ncluding the disclosures, and whether the

draw attention in our audiror’s report
inadequate, to modify our opmion. Our concl
auditor’s report, owever, future events or conditior

y > Evaluate the overall presentation, structure and conre
Y financial statements represent the underlying transactions and events in a manner that achieves b presention.
> Obuain sufficient appropriate audic evidence regarding the financial information of the ennties or business actvinies within the

Group to express an opinion on the consolidated financial statements. We are responsible for the direction, supervision and

performance of the Group audir. We remaun solely responsible for our audit opinion.
her matters, the planned scope and timing of the audit
al control that we identify during our audit.

We L()mmummlu with those charged with governance l'cg-.!rdmg, among ot
and significant audit findings, including any significant deficiencies in intern

© The engagement partaer responsible for the audit resulting in this independent auditor's report is Gela Mghebrishvill,

Gela Mghebrishvili
For and on behalf of Nexia TA 11.C
Thilisi, Georgra

19 Seprember 2019
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iC BG Financial and Subsidiaries Consolidated Financial Statements

'ONSOLIDATED INCOME STATEMENT

ior the yeat ended 31 December 2018
T housands of Georgian Lari)

Notes 2018 2017%
Interest income
Interest Inme clailated using EIR method:
Investment sedl rities 682 64
Amounts due from credit institutions 489 380
Orther interest income:
| oans to aastomers measured at FVTPL 1,430 1,192
2,601 1,636
Interest eXpense
Amounts owed to credit institutions (143) (287)
(143) (287)
Net interest income 2,458 1,349
Fee and commission income 28,868 21,462
Fee and commission expense (4,643) (3,773)
Net fee and commission income 16 24,225 17,689
Net foreign airrency gains (losses) 248 (8)
Net real estate gain 1,148 864
Net gain from trading seal rities n/a 643
Net losses on finandal assets at fair value through profit or loss (378) n/a
Other income 3,722 2,364
Rewenue 31,423 22,901
Salaries and other employee benefits 17 (14,601} (12,809)
Administrative expenscs 17 (6,243) (4,018)
Depredation and amortisation (2,961) (2,503)
Other operating expenses (585) (343)
Operating expenses (24,390) (19,673)
Net operating income before non-recurring items 7,033 3,228
Net non-reqarring items 18 (1,677)_ 6,020
Profit bc.fore income tax expense from continuing 5,356 9,248
operations
‘ Inme tax expense - (46)
Profit for the year from continuing operations 5,356 9,202
Profit from discontinued operations - 17,468
Profit for the year 5,356 26,670
Total profit attributable to:
— shareholders of BGE 5,346 26,662
— non-ontrolling interests 10 8
5,356 26,670
Profit from continuing operations attributable to:
— sharcholders of BGE 5,346 9,194
— non-controlling interests 10 3
5,356 9,202
Profit from discontinued operations attributable to:
— sharcholders of BGEF ~ 17,468
— non-mntrolling interests . }
- 17,468

* Certain amo

. wnts do not corvespond 1 017 brolim . g :
4 0 7 ; j
reribiil i Note 5. P the 2017 preliminar) consolidated financial statenients as they reflect the effects of the restatement as

The ace 2 ? . ; ; .
e dccomipanying nofes on pages 18 to 44 are an integral part of these consolidated financial statements.
14



i BG Financial and Subsidiaries Consolidated Financial Statements

iCbU
ONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

ot the year ended 31 December 2018

[honsands of Georgian Lari)
Notes 2018 2017*

»rofit for the year 5,356 26,670

Jther comprehensive loss from continuing operations

Iher g-gmprehm_rs}v lass from cantinuing operations {o be reclassifted to profit or Joss in subsequent

sertods;
_ lLoss from airrency translation differences (55) (126
Net other comprehensive loss from continuing operations to be reclassified to profit (55) (126)
or loss in subsequent periods
Other comprchcnsive loss for the year, net of tax (55) (126)
Total (x)rnpre:hcnsivc income for the year from ontinuing operations 5,301 9,076
for the year from discontinued operations - 17,468

“T'otal comprehensive income

‘Total comprehensive income for the year 5,301 26,544

‘Total comprehensive income attributable to:
_ shareholders of BGF
_ non-mntrolling interests

5,291 26,536
10 8
5301 _ 26,544

Total comprehensive income from continuing operations attributable to:

— sharcholders of BGF 5,291 9,068
_ non-controlling interests 10 8
5,301 9,076
Total comprehensive income from discontinued operations attributable to:
_ shareholders of BGE - 17,468
— non-controlling intercsts - -
- 17,468

* Cortisi
de eﬁm”,“”"‘f“ﬂff do not corvespond to the 2017 preliminary consolidated financial statements as they reflect the effects of the restatement ds
seribed m 1\03‘( 5. : - S 4.

Uhe accompanying notes on pages 18 fo 44 are an integral part of these consolidated financial statements.
15
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iC BG Financial and Subsidiaries Consolidated Financial Statements

§C BG ToAm— ——
ONSOLIDATED STATEMENT OF CHANGES IN EQUITY

‘or the year ended 31 December 2018

Thousands of Georgian Lari)

Artributable to sharebolders of BGF

Additional Non-
Share paid-in  Treasury Other Retained controlling Total
capital capital shares  reserves earnings Total interests equity
1 January 2017 2,052 83,456 - (8,675) 16,480 93,313 161 93,474
Profit for the year 7 - 20,662 20,662 ) 26,670
{rher comprehensive loss for the yeat - 3 . (126) (126) (126)
Total l:nmptehensive income for the year - - = (126) 26,662 26,536 8 26,544
fncrease in equity arising from share-based (55) ) ) ) 55 . a5
pn_\-mcntﬁ
Dividends 1o sharcholders . g . (13.800) (13:800) ] 13800
of the BGF (Mote 15)
Purchase of treasuty sharcs - (54,336) (276) - = (54,812) = (54,812)
31 December 2017* 2,052 28,865 (276) (8,800 29,342 51,182 169 51,351
Adoption of IFRS 9 (Note &) - - : - 554 554 - 554
1 January 2018% 2,052 28,865 (276) __ (8,801 29,896 51,736 169 51,905
Profit for the year - - 5346 3,346 10 5,350
(ther compmhenm‘r: loss for the year - = . (16) (39) (55) N (55)
Total comprchensive income for the year @ - % (16) 5,307 5,201 10 5,301
31 December 2018 2,052 28,865 (276) (8,817) 35,203 57,027 179 57,206

* ( :
-ertain amounts do z
# Crtan amons not correspond to the 2017 preliminary consolidated financial statements as they reflect the effects of the restatement as

The ace i . - . .
accompanying notes on pages 18 to 44 are an integral part of these consolidated financial statemients.
16
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SC BG Financial and Subsidiaries Consolidated Financial Statements

:ONSOLIDATED STATEMENT OF CASH FLOWS

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

Notes 2018 2017
Cash flows from operating activities
Interest reaived 1,171 1,636
Interest paid (143) (287)
Lices and com missions received 28,868 25,455
Fiees and commissions paid (4,643) (3,773)
Net ash inflow from real estate 1,148 1,276
Net realised gain from trading securities n/a 793
Net realised gains on finandal assets at fair value through profit or loss 830 n/a
Net realised (losses) gains from foreign aurrendes (78) 222
Other income reccived 4,328 3,244
Salaries and other employee benefits paid (14,260) (12,276)
General and administrative and operating expenses paid (14,436) (3,973)
Cash flows from o‘perating activi?ies. frt?m continuing operations before 2,785 12,317
changes in operating assets and liabilities
Net increase in aperating assels
Prepayments and other assets (1,523) (3,080)
Net increase (decrease) in operating liabilities
Client deposits (10,215) 10,314
Other liabilities 4,314 12,158
Net cas‘h flows from operating activitics from continuing operations (4,639) 31,709
before income tax
Income tax paid = (458)
Net cash flows from operating activities from continuing operations (4,639) 31,251
Net ash flows from operating activities of 8341
discontinued operations d
Net cash flows from operating activities (4,639) 39,592
Cash flows used in investing activities
Proceeds from disposal of subsidiary, net of ash disposed - 3,947
Cash outflow from issue of loans to aastomers r 72
Redudtion (placement) of amounts due from credit institutions (486) (557)
(Payment) reccipt of amounts owed to credit ins titutions (2,656) 1,047
Net purchase of property and equipment and intangible assets (16,757) (5.813)
\ Net cash flows used in investing activities from continuing operations (19,899) (1,448)
Net ash flows from investing activities of .
disontinued operations - 253
Net cash flows used in investing activities (19,899) (1,175)
Caslh F!ows used in financing activities
Dividends paid - (13,800)
Nl’undmxc of treasury shares - (3,580)
et cash used in financing activities from continuing operations - (17,380)
Net cash used in financing activities # (17,380)
; Liffect of exchange rates changes on ash and cash equivalents 326 (749)
Net : "
¢ et (decrease) increase in cash and cash equivalents (24,212) 20,288
' C i o
C:::: aa.n::ll cash equivalents, beginning of the year G 74,588 54,300
and cash equivalents, end of the year 6 50,376 74,588

The accompanyi " :
ipanying notes on pages 18 to 44 are an integral part of these consolidated financial statements.
17
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C BG Financial and Subsidiaries Notes to Consolidated Financial Statements
| 0
“housands of Georgian Lari)

rincipal Activities

3C BG Financial (“BGF”) makes up a group of companies (the “Group”) and provides brokerage, investment
janagement, card and payment services to corporate and individual customers. The list of the companies included in the

jroup is provided in Note 2.
§G 17 registered legal address is 79 David Agmashenebeli Avenue, ‘I'bilist 0102, Georgia.

\s at 1 January 2017 and 31 December 2017 BGEO Group PLC (“BGEO PLC”, formerly known as Bank of Georgia
Joldings PLC) was 2 public limited liability company incorporated in England and Wales and represented the ultimate
sarent company of JSC BG Financial. The shares of BGEO PLC were admitted to the premium listing segment of the
Sfficial List of the UK Listing Authority and admitted to trading on the London Stock Exchange PLC's Main Market for

isted sccurities, effective 28 February 2012.

On 3 July 2017, BGEO Group PLC announced its intention to demerge BGEO Group PLC into a London-listed
banking business, Bank of Georgia Group PLC, and a London listed investment business, Georgia Capital PLC, by the
end of the first half of 2018, “The demerger (hereafter referred to as “the demerger”) was completed on 29 May 2018 and
as a result Bank of Georgia Group PLC (“BOGG?”) became the 100% ownet of ]SC BG Financial. As at 31 December
2018 Bank of Georgia Group PLC represented the ultimate parent company of BG Financial.

‘As at 31 December 2018, 31 December 2017 and 1 January 2017, JSC BGEO was the principal immediate sharcholder of
BG Financial:

31 December 31 December 1 January
Shareholder 2018 2017 2017
JSC BGEO Group 80.10% 100.00% 100.00%
Bank of Georgia Group PLC 19.90% 0.00% 0.00%
Total 100.00% 100.00% 100.00%

Basis of Preparation

General

‘I'hese consolidated financial statements, for the year ended 31 December 2018, are the first complete set of consolidated
financial statements the Group has prepared and they are in accordance with International Financial Reporting Standards

~ (“IFRS™) and International Financial Reporting Interpretations Committee (“IFRIC”) interpretations issued by the

-

International Accounting Standards Board (“IASB”) effective for 2018 reporting. For the year ended 31 December 2017,
the preliminary consolidated financial statements were prepared by the Group using IFRSs in accordance with the
guidance prescribed by IFRS 1 First-Time Adoption of International Financial Reporting Standards using assumptions
about the standards and interpretations expected to be effective, and the policies expected to be adopted, when the Group
\’\:’fluld prepare its first complete set of consolidated financial statements as at 31 December 2018, except for the IFRS 9
Financial Instruments that was chosen to be adopted at the mandatory effective date.

I'hese financial statements are prepared under the historical cost convention except for:

the I:m:asurcrncnt at fair value of financial assets and investment securities, derivative financial assets and liabilities
and investment properties;
the measurement of inventories at lower of cost and net realisable value.

The financial statements are presented i jan T (Y RL
r?%‘f”% statements are presented in thousands of Georglan Tari (‘GEL”), except per-share amounts and unless
otherwise indicated. |

Going concern

:;:E?:Zn:lhic!?ﬁ;ﬁ:i“i:’(fu}:c((ﬂth’l* mf_ldf: an assessment of the I(}rou_p’s. ability to continue as a going concetn and is

e Branael saencrss ‘lfunh; 0 continue in busmles:; for a pcnoq of at Icast_ 12 m(mth‘s f_mm the date of ap_pml\.:al of

doub upon the (.“;r()u;;-‘c. abihnt:mnrc. management is not aware of any material uncertainties t}'{at may cast significant

statements continue to b; o Y ‘t(). continue as a going concern for the foresceable future. Therefore, the financial
pared on the going concern basis.




77 ——

;_deiaﬁcs Notes to Consolidated Financial Statements

housands of Georgian Lari)

asis of Preparation (continued)

ibsidiaries and associates
he consolidated financial statements as at 31 December 2018, 31 December 2017 and 1 January 2017 include the
Sllowing subsidiaries and associates:

Praportion of voring rights and ordiwary share

capital beld
5 31 December 31 December 1 fanuary Country of Date of Daee of
fibsiciarics 2018 2017 2017 ine i y i i acquisition
? Brokerage and wset :
o 100 1000 LR Georgia 9/12/1995 26/ 12/ 2004
Juc. Galt & Taggant g org gmans 19/12/ 1995 B 12 20
= Bemich Office of "B Rapinal ™ 5 in Azerbaiian 100 100N Tl S Agerhyan Represenlanve ©ffice 28127203 -
— Gt md Taggart Holdings Limitwd 100 RLCHTU LS T Cyprus Invesunents 3/ 2000 -
= B Capital (Bhlarus), LLE 100N - [LUEiL AOOHE Belarus Brokersge 102/ 2008 -
Gl LEC 100002 10NN L0000 Georgia Trade 2344/ 2015 -
|50 United Securities Registrar of Geo rEin 0P B 10NN Creeseia Registrar 29/5,2006 -
j56; Fxpress Technolopes 1000080 10000 o L0 Gieorgia Invesiments 2910/ 2007 -
= 80 Georgian Card LEE R 994740 Georgia Card processing 171997 0 10 2004
n Flectranic payment
o Direer Dehit Georgin, LLC LR 10000 oo Georgin Jectronic paymen /32006 &
services
=  LLC Didi Digemi Research Center LR 1HIUNE LR Georgia Crmmunicaion seraces 2374/ 2007 -
= Metra Serviee + LLE AN e O TUATE Crrsegia Busmness servicing 10/ 5/ 2006 -
Cither Financial Service =
=  Express Technologies CEE, LLC 14 () LK Hungary it Ac:_"v:““ i 5/3/2014 L
Georgimn Lensing Company, LLC th ) L0000 Georgia Leasing 20/10/ 2001 311202004
|SC: surance Compmy Aldagi &) (5] 0N Georpa Insurance /772004 -
L Digital Area (Foemer 50 Polymath Graup] 100.00%0 ani. it Georgia Diginal 6/ B/ 2015 -
Proportion of voling rights and ordinary
i share capital beld
. i 31 December 31 December 1 January Country of Daie of Dare of
B 2018 2017 2017 incarporation Ind incorparation ___ acquisition

S0 Thilisi Stock Faxchange 21.59% 21.59% 21.59% Ceorgi Firancial [ntermediation B/5/2015 23/12/2016

(a) Was liquidated in 207 7.
() In June 2017 BGF dispased of Georgian Leasing Company LLC for a onsideration of GEL 10,066.
{c) In December 2017 BGF repurchased its own chares from the hareholder in exchange of the 100% shares awned in [SC Aldagi.

Summary of Significant Accounting Policies
Basis of consolidation

The consolidated financial statements comprise the financial statements of the Group and its subsidiaries as at 31
December 2018. The Group consolidates a subsidiary when it controls it. Control is achieved when the Group is exposed,
or has rights, to vatiable returns from its involvement with the investee and has the ability to affect those returns through
its power over the investec. Specifically, the Group controls an investee if and only if the Group has:

& power over the investee (Le. existing rights that give it the current ability to direct the relevant activities of the
» investee); ’

exposute, Ot rights, to variable returns from its involvement with the investee; and
the ability to use its power over the investee to affect its returns.

When the .(}roup has less than a majority of the voting or similar rights of an investee, the Group considers all relevant
facts and circumstances in assessing whether it has power over an investee, including:

€ rl‘-u: cnnt!:n_cmal arrangement with the other vote holders of the investee;

nght:i atising from other contractual arrangements; and

the Group’s voting rights and potential voting rights.

The Group te-assesses ; ; e :
it m(l);:ce ?h;ﬁ:hht}.‘b whether or not it controls an investee if facts and circumstances indicate that there are changes to
e bisy o tdc three clements of control. Consolidation of a subsidiary begins when the Group obtains control over
A M epg 5 o = - g ' & Lige .
Ty ceases when the Group loses control of the subsidiary. Income and expenses of a subsidiary acqulrcd

or disposed of durin; e 1 1 -
e T thc}(ar are included in the statement of comprehensive mmcome from the date the Group gains
e date the Group ceases to control the subsidiary.

Profit or loss

the G 1(1:1:30:;;?3 :l::::;)r:;)::;ﬁt of other comprehensive income are attributed to the cquity holders of the parent of

W i ments o ing interests, even l.f this results in tl_w nm_‘l—lcoptrolhng interests having a deficit l:_talagcc.

line with the (imup’s accnu;m:‘ made to the ﬁmncm] statements of subsljdmrlcs to bring their accounting policies into

relating to transactions betwee g policies. ,}11 intra-group assets and liabilities, equity, income, expenses and cash flows
etween members of the Group are eliminated in full on consolidation.
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¢ BG Financial and Subsidiaries Notes to Consolidated Financial Statements
ppo it
“housands of Georgian Lari)

ammary of Significant Accounting Policies (continued)

asis of consolidation (continued)

. change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction. 1f
he (}mﬁp loses control over a subsidiary, it:

. derecognises the assets (including goodwill) and liabilities of the subsidrary;

g derecognises the carrying amount of any non-controlling interests;

. derecognises the cumulative translation differences recorded in equity;

£ recognises the fair value of the consideration received;

. recognises the fair value of any investment retained;

. recognises any surplus or deficit in profit or loss;

. reclassifies the parent’s share of components previously recognised in other comprehensive income to profit ot

loss of retained earnings, as appropriate, as would be required if the Group had directly disposed of the related
assets or liabilities.

Investments in associates

Associates are entities in which the Group generally has between 20% and 50% of the voting rights, or is otherwise able

to exercise significant influence, but which it does not control or jointly control. Investments in associates are accounted

for under the equity method and are initially recognised at cost, including goodwill. Subsequent changes in the catrying
“value reflect the post-acquisition changes in the Group’s share of net assets of the associate. The Group’s share of its
associates” profits or losses 1s recognised in the consolidated income statement, and its share of movements in reserves is
recognised in other comprehensive income. However, when the Group’s share of losses in an associate equals or exceeds
its interest in the associate, the Group does not recognise further losses, unless the Group is obliged to make further
; payments to, or on behalf of, the associate.

H Unrealised gains on transactions between the Group and its associates are climinated to the extent of the Group's interest
i the associates; unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the
asset transferred. When an equity investment becomes an associate, the investment is re-measured to fair value and any
gain or loss previously recognised in other comprehensive income is reclassified in profit or loss.

Fair value measurement

The Group measures financial instruments, such as trading and investment securities, certain loans to customers,
derivatives and non-financial assets such as investment properties, at fair value at each balance sheet date. Also, fair values
of financial instruments measured at amortised cost ate disclosed in Note 20.

Fair value is the price that would be received to sell an asset or paid to trans fer a liability in an orderly transaction between
market participants at the measurement date. The fair value measurement is based on the presumption that the
transaction to sell the asset or transfer the liability takes place either:

» m the principal market for the asset or liability; or

in the absence of a principal market, in the most advantageous market for the asset or liability.

' .

I'he principal or the most advantageous market must be accessible by the Group. The fair value of an asset ora liability is
measured using the assumptions that market participants would use when pricing the asset or liability, assuming that
market participants act in their economic best interest. A fair value measurement of a non-financial asset takes into
e market participant's ability to generate economic benefits by using the asset in its highest and best use or by
1 selling it to another market participant that would use the asset in its highest and best use.

The Gro R . ; . . . ; 1 .
7 = puacs valuation techniques that are approptiate 1n the circumstances and for which sufficient data are available
casure : sl : SN :
ure fair value, maximising the use of relevant observable inputs and minimising the use of unobservable inputs.

All assets and liabilities ; ; ; ; ; . ; i
s and liabilitics for which fair value is measured or disclosed in the financial statements are categorised within the

fair value hie ; s . ST g
e erarchy, described as follows, based on the lowest level input that 15 significant to the fair value measurement
$ e
by Level 1 — ; ) C ; L ) S
i l 3"'"“-‘{' (unadjusted) market prices in active markets for identical assets or liabilities;
dire ]‘_ : alfm“m techniques for which the lowest level input that is significant to the fair value measurement is
cctly or indirectly observable;

Level 3 — v : ) :
b Valuation techniques for which the lowest level input that is significant to the fair value measurement 1s
unobservable.

For assets iabi

assets and liabilities

s st -
transfers hay o
that is

e A recognised in the financial statements on a recurring basis, the Group determines whether
curred betwee : - . =2 :
O ]'- _bt.mun Levels in the hierarchy by re-assessing categotisation (based on the lowest level input
o the fair v iy = . A
the fair value measurement as a whole) at the end of cach reporting period.

20
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gmmary of Significant Accounting Policies (continued)

inancial assets and liabilities
after 1 January 2018, The Group has not restated
information for 2017 for financial instruments in the scope of IFRS 9. Therefore, the comparative
1formation for 2017 is reported under TAS 39 and is not comparable to the information presented for 2018, Differences
rising from the adoption of I]"RS 9 have been recognised directly in tcrm{md carnings as E]t 1 _]qnum:y 2()18: and are
fisclosed below. Accounting policies under TAS 39 relating to 2017 financial year can be found in the previous year

lidated Finanetal Statements.

RS 9 replaces 1AS 39 for annual periods commencing on or

ompa rative

3reliminary Conso
Changes 10 dlassification and measirenent

all financial assets, except equity tnstrument
assets and the instruments’ contrac

B:RS 9 requires 5. to be assessed based on a combimt'iop of Ehc Group’s
business model for managing the tual cash flow characteristics. The IAS 39

measurement categorics arc replaced by:

fair value through profit or loss (FVPL);

e through other comprehensive income (FVOCT) with recycling to profit or loss upon disposal for debt

~  fair valu
I instruments; o . _ o
fair value through other comprehensive income (FVOCT) without recycling to profit or loss for equity instruments;
and

amortised cost.

‘I'he accounting treatment for financial liabilities is largely the same as the requirements of IAS 39.

Classification and measurement implementation

From 1 January 2018, the Group classifies all of its financial assets based on the business model for managing the assets

and the assets’ contractual terms.

Measurement of financial instruments at initial recognition

When financial instruments ate recognised initially, they are measured at fair value, adjusted, in the case of instruments

not at fair value through profit ot loss, for directly attributable fees and costs.

The best evidence of the fair value of a financial instrument at initial recognition is normally the transaction price. 1f the
Group determines that the fair value at initial recognition differs from the transaction price, themn:

ce in an active market for an identical asset of liability
uses only data from observable markets, the Group recognises the

+ if the fair value is evidenced by a quoted pri (ic, a Level 1
input) or based on a valuation technique that
difference between the fair value at initial recognition and the transaction price as a gain ot loss;

cial instrument is adjusted to defer the difference between the

cognises that deferred

' « in all other cases, the initial measurement of the finan
! f:i_lr value at initial recognition and the transaction price. A frer initial recognition, the Group re
difference as a gain or loss only when the inputs become observable, or when the instrument is derecognised.

<

h
Subseq m 1t of financial instruments

Financial instruments measured at amortised cost

I'rom " . . omsscaii e B . . F
1 January 2018 the Group measures amounts due from credit institutions and other financial assets at amottised

cost 'tlf}t:oth of the following conditions are met:
- e 1 : 1a » 1 1 3 1 1 1 i
financial asset is held within a business model with the objective to hold financial
contractual cash flows.
- The contra 3 i i ive ri i
ol tiltual tcrm:-‘of the financial asset give rise on specified dates to cash flows that are solely payment of
pal and interest (SPPI) on the principal amount outstanding.

assets in order to collect

I'he details of these conditions are outlined below.
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inancial asscts and liabilitics (continued)

ubsequent measurement of financial instruments (commued}

financial instruments measured at amortised cost (continued)

Yy siness model

[here are three business models available under IFRS 9:

[Ield to collect: it is intended to hold the asset to maturity to earn interest, collecting repayments of principal and
interest from the counterparty.

Hold to collect and sell: this model is similar to the hold to collect model, except that the entity may clect to sell some
ot 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 fold to collect” or ‘hold to collect and sell’ qualifying criteria.

The assessment of business model requires judgement 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 Group has considered quantitative factors (e.g. the expected
frequency and volume of sales) 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.

[

Solely Payments of Principal and Interest (SPPI)

If a financial asset is held in either to 2 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 arrangements. 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 Group 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 arc measured at FVTPL with interest earned recognised in other interest
income.

Interest tncome recognition

For Financial Ir}sttumcnts measured at amortised cost, the Group calculates interest income by applying the Effective
iﬁ;'::;; ]::ttchimm to ﬂ(;ll: gross carrying amount. Interest income for impaited financial assets is calculated by applying
i Ai‘::?m’fe cost (ie. the gross carrying amount less credit loss a.l‘lowancc}. Asa result of fhe amcnt:iments to

unting Standard 1: “Presentation of Financial Statements” (IAS 1) following IFRS 9, the Group will

resent interest icve d i : \ 1
present interest icvenue caleulated using the ETR method separately in the mcome statement
Debt instruments at FVOCI

From 1 January 2 e . . .
Lot January 2018 the Group measures debt investment securities at FVOCT when both of the following categortes are
The ins SR s : L it & , .
cmnl:l-*rt'umc.nt is held within a business model, the objective of which is achieved by both collecting
ctual cash flows, selling financial assets and holding such financial instruments for liquidity
f;’]ﬁﬂagcmmr purposes,
e contractual terms of the financial asset meet the SPPT test.

These inst
§ ruments comprise assets . i ; - ;
39, prise assets that had previously been classified as investment sccuritics available-for-sale under TAS
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gnmary of Significant Accounting Policies (continued)
aancial assets and liabilitics (continued)
uments (continued)

ibsequent measurement of financial instr

bt instruments at F VOCI (continued)

s are subsequently measured at fair value with gains and losses arising due to changes in
ir value recognised in OCL Interest income and foreign exchange gains and losses ate recognised in profit ot loss in the
cial assets measuted at amortised cost. On derecognition, cumulative gains or losses previously

ame manner as for finan
scognised in OC] are reclassified from OCI to profit or loss.

VOCI debt investment securitie

iquity instruments at FVOCI - option
instruments at FVOCI

pon initial recognition, the Group elects to classify irrevocably its equity instruments as equity
' held for trading. Such

hen they meet the definition of equity under 1AS 32 Financial Instruments: Presentation and are not
ssification 18 determined on an instrument by instrument basis.
these equity instruments are never recycled to profit or loss. Dividends are recognised in profit or

FVOCI are not subject to impairment assessment.

ains and losses on
ss. Bquity instruments at
inancial assets at FVTPL

sroups of financial assets for which the busin
casured at FV'IPL from the date of initial application of IFRS 9.

ess model is other than held to collect and held to collect and sell are

ffsetting
Financial assets and liabilities are offset and the net amount is reported in the consolidated statement of financial position
hen there is a legally enforceable right to set off the recognised amounts and there is an intention to settle on a net basis,

ot to realise the asset and settle the liability simultancously.

Cash and cash equivalents
m credit institutions that mature within 90 days of

Cash and cash equivalents consist of cash on hand and amounts duc fro
convertible to known amounts of cash.

the date of origination and are free from contractual encumbrances and readily

Borrowings
assified as liabilities, where the substance of the contractual
arrangement results in the Group having an obligation either to deliver cash or another financial asset to the holder, or to
satisfy the 0b1igaﬁ<)n other than by the exchange of a fixed amount of cash or another financial asset for a fixed number
Qf own equity instruments. Such instruments include amounts due to credit institutions and amounts due to customers
(1F1cludmg Pmﬂﬁssory notes issued). These are initially recognised at the fair value of the consideration received less
i:iCﬂyhamflzumblc _trﬂﬂsactiun costs. ;}fter initial recognition, borrowings are subscgucndy measured at amortised cost
sing the effective interest method. Gains and losses are recognised in the consolidated income statement when the
borrowings are derecognised as well as through the amortisation process.

Issued financial instruments or their components are cl

ncial position and the difference between

1f % 4 Lo i
the Group purchases its own debt, it is removed from the statement of fina
¢ consolidated income statement.

the carrying amount of the liability and the consideration paid is recognised in th

Leases
Operating - Group as lessee

Leases of assets :
S5 ssets under Cilis - i e I . ;
SRR Uacs. Loss which the risks and rewards of ownership are effectively retained by the lessor are classified as
SCS. cASe Mments a - i : & ;
e el !::l} ments llmdq an operating lease are recognised as expenses ona straight-line basis over the lease
in other administrative and operating expenses.
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apairment of financial assets
hanges to the impairment estimation

n of TFRS 9 replaces [AS 39%s incurred loss approach with the forward-looking expected ot 1688 (BCL)
it did not have any material impact on the Group’s accounting for loan loss impairment. The Group
roach for all of its financial assets and records lifet

he adoptio

roach, however, :
pplies the simplified app ime expected losses on them.
credit loss model whereby credit losses

the determination of impairment losses and allowance moves from an incurred
der TFRS 9, where

e recognised when a defined loss event occurs under TAS 39, to an expected credit loss model un

yrovisions ar taken upon initial recognition of the financial instruments.

Fc}- judgements and estimates used under IFRS 9 are disclosed in Note 4.

Derecognition of financial assets and liabilities

Derecognition of  financial assets

h financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is
derecognised where:
3 the rights to receive cash flows from the asset have expired; or

ferred its rights to receive cash flows from the asset, or retained the right to receive cash flows

. the Group has trans
them in full without material delay to a third party under a

from the asset, but has assumed an obligation to pay
‘pass-through’ arrangement; and

s the Group either (a) has transferred substantially
ubstantially all the risks and reward

all the risks and rewards of the asset, or (b) has neither

transferred nor retained s s of the asset, but has transferred control of the asset.

Derecognition of financial liabilities
A financial liability is derecognised when the obligation under the liability is

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, and the difference in the respective carrying amounts 18

recognised in the consolidated income statement.

discharged or cancelled or expires.

Inventories

ealisable value. Net realisable value is the estimated selling price in the

Tnventories are valued at the lower of cost and net ¢
to make the sale.

otdinary course of business, less estimated costs of completion and the estimated costs necessary

Discontinued operations

I'he Group classifies disposal group as a discontinued operation if it is 2 component of an entity that either has been

disposed of, or is classified as held for sale, and:

. e a = 3 i o H 1 1
' Fcptcacnt; a separate major line of business or geographical area of operations;
is pa i inate ispo 3 jor li . I :
part of a single coordinated plan to dispose of a separate major line of business or geographical area ot
operations or; -
is a subsidiary acquired exclusively with a view to resale.

Discontinued ¢ ions

S o e a’ff:““tnﬂﬂﬁb are excluded from the results of continuing operations and are presented as a single amount as

8 er fie : - . .

Sperating invcw.dn;x dm:?: dlaclimtmucd operations in the statement of profit o Joss. Net cash flows attributable to the
> 8 and financing activities of dis inue spations are 3 ; - soli

o e fws. I scontinued operations are presented separately in the consolidated

Taxation

The annual profi i

Georgia surI:i:: i‘::;: ‘i({l:);u:fi'a ‘_:Th':‘f than balnksf insurance companies and microfinance organisations is not taxed n

that are individuals or non-resid ‘:- = f'(:rpﬂrf_lm income tax is paid on profit distributed as dividends to the shareholders

from the payment of divi dl.'n.du ‘“i"‘“* ‘“i Georgia at the rate of 15/85 of net distribution. The corporate income tax arising

regardless of the actual pavme S 18 alimuntcd f(?r asa ]mbﬂlt_v and expense in the period in which dividends are declared,
payment date or the period for which the dividends are paid.
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jvestment propertics

ld to carn rental income or for capital appreciation and

avestment propefty is land or building or a part of a building h
shich is not used by the Group-

at cost, including transaction costs, and subsequently remeasured at fair value
stment property 1s

jally recognised
d. Fair value of the Group’s inve

nvestment property is 1nit | !

eflecting market conditions at the end of the reporting period

1 the basis of various sources including reports of independent appraisers, who hold a recognised and
xpetience in valuation of property of similar location and

ictcmincd on
i:h:vant professiona o have recent ¢

category.

| qualifications and wh

1 the fair value of investment property as well as earned rental income are

esulting from changes i

Gains and losses t
nt within net other income.

corded in the income stateme
reclassified to property and equipment, and its carrying amount

ecomes owner-occupied, 1t 15
be subsequently depreciated.

f an investment property b
deemed cost to

t the date of reclassification becomes its

umulated impairment in value. Such

roperty and equipment
the recognition critetia are met.

Property and

cost includes

cumulated depreciation and any acc

t less ac
is incurred if

equipment, is carried at cos
the equipment when that cost

the cost of replacing part of
The carrying values of property and equipment are reviewed for impairment when events or changes in circumstances
indicate that the carrying value may not be recoverable.

Depreciation of an asset COMMENCES from the date the asset is ready and available for use. Depreciation is calculated on a

straight-line basis over the following estimated useful lives:

Years
Office buildings Up to 100
Other 7-30
Furniture and fixtures 10
Computers and equipment 5-10
5

Motor vehicles

The assets’ residual values, useful lives and methods are reviewed, and adjusted as appropriate, at cach financial year-end.

r\SSEts_under i:m:lstmction are stated at cost and are not deprcciatcd until the time they are available for use and
reclassified to their respective group of property and equipment.
d lease term if lower.

Leasehold improvements are depreciated over the life of the related leased asset or the expecte

Costs irs ’ . ; _
ts related to repairs and renewals are charged when incurred and included in other operating eXpenses, unless they

qualify for capitalisation.
Intangible assets

The G s i | :
stoup’s intangible assets include computer software and licences.
Intangible ass i
assets acqu ST v o o L P i, X = 5
S combimriq EC!: ?L“p.mtd’\ are measured on initial recognition at cost. I'he cost of intangible assets acquired in a
5 on 1s g g X 3 i . e 5 3 i :
S ilt c{illlr value as at the date of acquisition. Following initial recognition, intangible assets ate carried at
! ula sati - : : - o i ;
S g Zmomh:}mm and any accumulated impatrment losses. The economic lives of intangible assets
Bk B ingngble acset an :’mtrrtlsgd over four to 15 years and assessed for impairment whenever there is an indication
sset mav be ad : ks : C o : 1
T e impaired. Amortisation periods and methods for intangible assets are reviewed at least at

(_.US ts ass i Ly
5 OC1a 1t int
5 tcd W ll maintaining cnmputcr .‘Nilh Ware PTOgIa“"nC ar G |

]
wn
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quity

hare ,:@:'m/
Fixternal costs directly attributable to the issue of new shares, other than on a
uction from the proceeds in equity. Any excess of the fair value of consideration

shares are classified as equity.
d is recognised as additional paid-in capital.

combination, are shown as a ded
alue of shares issue

Jrdinary
usiness
eceived over the par v

?é&ideﬂn{r
and deducted from equity at the reporting date only if they are declared before or

ividends are recognised as a liability

the reporting date. Dividends are disclosed when they are proposed before the reporting date or proposed or declared
fer the reporting date but before the consolidated financial statements are authorised for issue. All expenses associated
ith dividend distribution are added to dividend amount and recorded directly through equity.

ntingencies
nsolidated statement of financial position but ate disclosed unless the

not recognised in the co
is not recognised in the consolidated statement of

“ontingent liabilities are
ssibility of any outflow in settlement is remote. A contingent assct
nancial position but disclosed when an inflow of economic benefits is probable.

Income and expense recognition
economic benefits will flow to the Group and the revenue

Revenue is recognised to the extent that it is probable that the

can be reliably measured. For multiple-element arrangements, the Group accounts for individual performance obligations
separately if they are distinct. The consideration is allocated on their stand-alone selling prices. The stand-alone selling
prices are determined based on the list prices at which the Group sells its transactions processing and maintenance
services.

The following specific recognition critetia must also be met before revenue and expense are recognised:

Fee and commission income
The Group carns fec and commission income from a range of services it provides to its customers. Fee and commission
income is recognised when the Group satisfies a performance obligation. Fee income can be divided into the following

categories:

* Revenue from transaction processing
The Grgup provides transaction processing services that include receipt of cash amounts from an individual either via
self-service terminal or cash desk for service(s) provided by a merchant and further transfer of such cash amounts to the
t‘t:l:ltct':ll.l party bank which funds merchants simultaneously with completion of payment transaction at self-service terminal
:;:;:_1 : éiefsek. Rcvcnue‘ fr{{m tr:insaction prochsing 1§ gcnerated by slcrvic_cs priL:ed as a percentage of Itrarlsactiorl valu_c ora
¢ per transaction. Such revenue is recognized upon satisfaction of performance obligation on completion of

the underlying transaction.

* Revenue from brokerage

The Grou i
UansactionE (E’n ] Caj‘-\ br‘okcragt services to local and international clients via executing sales, trading and custody
O ek . . i )
peiced as wprzoents s t‘ci?(mal 3nq international exchanges. Revenue from transaction processing is generated by services
of performance ohlig O transaction value or a specified fee per transaction. Such revenue is recognized upon satisfaction
gation on completion of the underlying transaction.

s 3
Revenue from adpisory services

'l'hc (;l'()u rovides : i .

worth indi‘:rizua‘]‘:di? *i :;1“33;19:*“"? services to private and public companies, private equity companies and high net

and acquisitions, financial s ’_'m': _‘m“] Cr‘>$5—b{)rdc.r transactions. Such advisory services include assistance in mergers

satisfaction of performance .bl' CRIONES, Vﬂ]um‘lor_ls and other services. Revenue on such transactions is recognized upon
obligation on completion of the underlying transaction over the time.
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acome and expense recognition

on-recurring ients

assifies and discloses those income and expenses that are non-recurring by nature, The Group
se 4§ an INCoMme Of €Xpense triggered by or originated from an economic, business
) the regular and ordinary business course of the Group and is caused by uncertain
not be reasonably expected to occur in the future and, thus they should not be

[he Group scparatcly cl

fefines non-recurting income oOr EXpen

}r financial event that is not inherent tC
ble external factors that can

ot unpredicta . t ca
gaken into account when making projections of future results.

unctional, reporting currencies and foreign currency translation

he consolidated financial statements are prcsemcd in Georgian Lari, which is the Company’s and its subsidiaries’
nctional and presentation currency, except for Galt and Taggart Holding Limited for which functional currency is US
. Transactions in foreign currencics are initially recorded in the functional currency, converted at the rate of
change ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies are
ctranslated into functional currency at functional currency rate of exchange ruling at the reporting date. Gains and losses

foreign currency transactions are recognised in the consolidated income statement as

esulting from the translation of f
ins less losses from foreign currencies — translation differences. Non-monetary items that are measured in terms of

historical cost in a foreign currency are translated using the exchange rates as at the dates of the initial transactions. Non-
monetary items measured at fair value in 2 foreign currency are translated using the exchange rates at the date when the
fair value was determined. When a gain o loss on a non-monetaty item is recognised in other comprehensive income, any
exchange component of that gain or loss is recognised in other comprehensive income. Conversely, when a gain or loss
on a non-monetary item is recognised in profit ot loss, any exchange component of that gain or loss 1s recognised in the

income statement.

Differences between the contractual exchange rate of a certain transaction and the NBG (National Bank of Georgia)
exchange rate on the date of the transaction are included in gains less losses from foreign currencies (dealing). The official
NBG exchange rates at 31 December 2018, 31 December 2017 and 1 January 2017 were:

Lari to GBP  Lari to USD Larito EUR  Larito BYN

31 December 2018 3.3955 2.6766 3.0701 1.2418
31 December 2017 3.5005 2.5922 3.1044 1.3083
1 January 2017 3.2579 2.6468 2.7940 1.3532

As at r'hf: reporting date, the assets and liabilities of the entities whose functional currency is different from the
presentation currency of the Group are translated into Georgian Lati at the rate of exchange ruling at the reporting date
and their income statements arc translated at the weighted average exchange rates for the year. The exchange differences
arising on the translation ate taken to other comptehensive income. On disposal of a subsidiary or an associate whose
functional currency is different from the presentation currency of the Group, the deferred cumulative amount recognised
in other comprehensive income relating to that particular entity is recognised in the consolidated income statement.

assz tsgc&o::liv{;i?]??mg on the acquisition of a foreign operation and any fair value adjustments to the carrying amounts of
an ;s arisi isiti liabilit ! -
the ties arising on the acquisition are treated as assets and liabilities of the foreign operations and translated at
rate at the reporting date.

Adoption of new or revised standards and interpretations

I'he nature and the effect of these changes are disclosed below.
IFRS 9 transition

The adopti me : 1
option of IFRS 9 resulted in the following reclassifications explained below:

¥ Loans to customers

As of 1 Jan r p .

the busiglcs:a guﬁg: E;():h:hf ‘]r(hup.:if‘wsscd its business model for loans to customers. The Group has identified that

Collect and Sell. This loan whfaE lhhl‘md h\ one of t-h'c Group entities was other than Held to Collect and Held to

of initial application. The chalc ‘V.m:‘ previously dfl-““ﬁ“d at amortised cost was reclassified to FVTPL from the date

B S it dace | 'n;‘:t:m measurement basis resulted in re-measurement of the loans to customers to 1ts
ate by GEL 554 which was booked through retained earnings.
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\doption of new or revised standards and interpretations (continued)

RS 9 transttion (continsied)

5 Bguity instruments

clected to irrevocably designate investment securities of GEL 384 in the portfolio of non-trading
at FVOCI as permitted under IFRS 9. These securities were previously classified as trading securities.
fair value of such securities are 1o longer to be reclassified to profit ot loss when they are disposed

The Group has
equity securities
The changes in
of.

5 Securities beld for trading

estment of GEL 6,133 in a portfolio of investment securities which are held for trading.
d at FVTPL as they were managed on a fair value basis. As part of the transition to
“other’” business model and so are required to be classified as FVITPL.

The Group holds an inv
These securities were measure
IERS 9, these securities are part of an
FRS 2 Classification and Measurement of Share-based Payment Transactions — Amendments 1o IFRS 2

ments to IFRS 2 Share-based Payment that address three main areas: the effects of vesting
conditions on the measurement of a cash-settled share-based payment transaction; the classification of a share-based
payment transaction with net settlement features for withholding tax obligations; and accounting where a modification to
the terms and conditions of a share-based payment transaction changes its classification from cash-settled to equity-
cettled. The amendment has no effect on the Group’s financial position and petformance.

"The TASB issued amend

Transfers of Investment Property — Amendments to LAS 40

including property under construction or development

‘I'he amendments clarify when an entity should transfer property,
in use occurs when the property meets, of ccases

into, or out of investment property. The amendments state that a change
to meet, the definition of investment property and there is evidence of the change in use. A mere change in management’s
intentions for the use of a property does not provide evidence of a change in use. Entities should apply the amendments
prospectively to changes in use that occur on of after the beginning of the annual reporting period in which the entity first
applies the amendments. An entity should reassess the classification of property held at that date and, if applicable,
reclassify property to reflect the conditions that exist at that date. Retrospective application in accordance with TAS 8 is
only permitted if it is possible without the use of hindsight. The amendment has no effect on the Group’s financial

position and performance.

IFRIC Interpretation 22 Foreign Currency Transactions and Advance Consideration

Ihe Interpretation clarifies that, in determining the spot exchange rate to us¢ on initial recognition of the related asset,
expense or income (or part of if) on the derecognition of a non-monetary asset or non-monetary liability relating to
3<.1thf: consideration, the date of the transaction is the date on which an entity initially recognises the non-monetary
asset or non-monetary liability arising from the advance consideration. Since the Group’s current practice 1s in line with

the i - 2 : - ; & L
new requirements the amendment did not have any material effect on the Group’s financial position and performance.

LAS 28 1 ; ; . TR o )
: nvestments in Associates and Joint Ventures - Clarification that measuring investees al fair valwe through profit or loss is an
investment by investment choice ’

The amendments clarify that:

*  Anenti 1 ] ; — ; =5
<l ty th{:t is a venture capital organisation, or other qualifying entity, may elect, at initial recognition on an
stment-by-investme e . ; 3 I . ’ \
nt-by-investment basis, to measure its investments in associates and joint ventures at fair value through
profit or loss.
.

::l\ltt:t:,t::(, :::: 1-.:}::: i;stflf A investment llcntity, has an interest in an associate ot joint venture that is an
applied by that i.n‘vuqtm:mn. ﬂ?ﬂ}j, \‘thl_'l appl}'.mg the equity rnutht_)d, elect to retain the fair :valuc_ mcasutcmcr}t
iﬂtl!l'csts o SUbsidia;-jcg = f..flrillt}-hafasngatc or joint venture to the _m\-'cstmcnt L'ntllty as:;(';c_latc g UT ]_nmr venture' s
e oo oF the qure u-n- WIn_s LI(-:Ll'lv:)l‘! is made scpamt.c_ly for cgch mvclstlmcnt entity associate or joint venture, at

hich: (a) the investment entity associate or joint venture 1s initially recognised; (b) the

associate or joi

nt ve > he - ; : $ : i ek
first be ] enture becomes an investment entity; and (C} the investment entity assoclate or joint venture
$ comes a parent, . > :
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jummary of Significant Accounting Policies (continued)

itandards issued but not vet effective
d financial statements, certain mew standards, intetpretations and

that ate not yet effective for the current reporting period and

¢ date of approva! of the consolidate
are expected to have an impact on the Group, or the impacts

Jp to th .
ymendments to existing standards have been published
1y adopted. Such standards that

the Group has not car
being assessed, are as follows:

istin

which
of which are currently

16 Leases

AS 17 Leases, IFRIC 4 Determining whether an arrangement contains
ivaluating the Substance of Transactions Involving the Legal

cognition, measurement, presentation and disclosure of leases
similar to the accounting for finance

ary 2016 and it replaces [
Leases-Incentives and SIC-27 |
he principles for the re
ires lessees to account for all leases under a single on-balance sheet model
3 17. The standard includes two recognition exemptions for lesseces — leases of "low-value’ assets and

). At the commencement date of a lease, a lessee will

h a lease term of 12 months or less
ments (i.c., the lease liability) and an asset representing the right to use the underlying
ed to separately recognise the interest expense

RS 16 was issued in Janu
Lease, SIC-15 Operating
iorm of a Lease. IFRS 16 sets out t

ecognise a liability to make lease pay
asset during the lease term (i.c., the right-of-use asset). Lessees will be requir
on the lease liability and the depreciation expense on the right-of-use asset.

asure the lease liability upon the occurrence of certain events (e.g., a change in the

Iting from a change in an index or rate used to determine those

Lessees will be also required to reme
¢ remeasurement of the lease liability as an adjustment to

lease term, a change in future lease payments resu
payments). The lessce will generally recognise the amount of th

the right-of-use asset.

Lessor accounting under IFRS 16 is substantially unchanged
to classify all leases using the same classification principle
operating and finance leases.

IFRS 16 also requires lessees and lessors to make more extensive disclosures than under IAS 17.

from today’s accounting under TAS 17. Lessors will continue
as in TAS 17 and distinguish between two types of leases:

Transition to IFRS 16

The Group will apply the standard from its mandatory adoption

standard using a modified retrospective approach and will not re
adoption. The Standard will be applied to contracts that were previously identified as leases in accordance with IAS 17
and IFRIC 4. The Group will apply the recognition exemptions on lease contracts for which the lease term ends within 12
months as of the date of initial application, and lease contracts for which the underlying asset is of low value. A lease
liability .wiil be measured at the present value of the remaining lease payments, discounted using the lessee’s incremental
borrowing rate at the date of initial application. Right-of-use assets will be measured on transition at an amount equal to
the lease liability, adjusted by the amount of any prepaid amounts recognised immediately before the date of initial

application.

date of 1 January 2019. The Group plans to apply the
state comparative amounts for the year prior to first

Ti?:ng:loxthas co‘mplctcd an initial assessment of the potential impact of transition to IFRS 16 on its consolidated

will result m“:‘::’";::r].ﬁ‘s‘t:q ur;-l thg\ data as at 1 January 20.19’ the Group estimates that the adoption of the new standard

ek GBI 35 ease in the (;[011}')_‘5 liabilities by GEL 553 and recognition of right-of-use assets of GEL 550, of
15 expected to be reclassified from prepayments to right-of-use assets.

Annual improvements 2015-2017 cycle
TAS 12, Income Taxces

The amend
ment to [AS ifies L i - 2 L ;
disteibutions of profits LZ clarifies that the income tax consequences (if any) of dividends as defined in IFRS 9 (i.e.
* at the same time as th 0}_ ‘)!C!(‘l'h of equity instruments in proportion to their holdings) must be recognised:
* in profit or I““h tthc tability to pay those dividends is recognised; and
: ss, othe : i ; h
originally recognised thcr c”:“l’“hmfl‘ ¢ income, or the statement of changes in equity according to where the entity
3 5 & - iy L S . S <
being paid. past transactions or events that generated the distributable profits from which the dividends are
The amend:
: ment to [AS 12 is effective f - = - - ;
permitted. Entities must apply r}:m“ for petiods beginning on or after 1 January 2019, although carlier application is
beginning of the carliest cniI:'IT;):'imﬁL g dment to income tax consequences of dividends recognised on or after the
ative period presented. The Group is currently assessing the impact.
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Accounting Judgements and Estimates

“onsolidated Financial Statements

the process of applying the Group’s accounting policies, the Nanagement Board members use their judgement and
n : T : : 3 .y it i
gake estimates 10 determining the amounts recogmsud in the consolidated financial statements. The most significant
adgements and estimates are as follows:

Bair vale of financial instruments

Where the fair values of financial assets and financial liabilities recorded in the consolidated statement of financial position

ble, a degree of judgement is required in establishing fair values (Note 20).

feast

Measurement of fair value of investment properties

and the sales compatison method.

ate based on the best available information, however, actual results could be different.

Allowanze for financial assets

simplified approach for all of its financial assets and records lifetime expected losses on them.

rate.

“prolonged” requires significant judgement.

5. Restatement

financial statements of the Group as at and for the year ended 31 December 2018.

Below are presented financial statements” line items of the Group affected by the restatement:

annot be derived from active markets, they ate determined using a vatiety of valuation techniques that include the use of
rmthcmﬂﬁcal models. The input to these models is taken from observable markets where possible, but where this is not

The fair value of investment properties is determined by independent profcssionally qualified appraisers. Fair value 1s
Jetermined using a combination of the internal capitalisation method (also known as discounted future cash flow method)

The Group performs valuation of its investment properties with a sufficient regularity to ensure that the carrying amount
does not differ materially from that which would be determined using fair value at the end of the reporting period.
Valuation inputs and techniques are presented in Note 20. The Group’s propertics are spread across the different parts of
the country. While the secondary market in Georgia provides adequate market information for fair value measurements
for small and medium sized propetties, valuation of large properties involves application of various observable and
unobservable inputs to determine adjustments to the available comparable sale prices. These estimates and assumptions

IFRS 9 requires management 0 make a number of judgements, assumptions and estimates that affect the allowance for
FCL. Estimates and judgements are based on management’s knowledge and historical experience. The Group applies the

The amount of expected credit loss recognised for financial assets carried at amortised cost is the difference between the
asset’s carrying amount and the present value of estimated future cash flows, discounted at the original effective interest

With regard to cquity investments categorised as FVOC]I, the Group considers those assets to be impaired when there has
been a significant or prolonged dedline in the fair value below cost. The determination of what 1 “significant” or

The Group has identified material misstatement within the consolidated financial statements of the Group as at and for
the year ended 31 December 2017. Therefore, the comparative amounts have been restated within these consolidated

Consolidated statement of financial position as at As previously As currently
31D Restatement
ecember 2017 reported reported
Prepayments 7.261 (1,301) 5,960
Retained camings 30,643 (1,301) 29,342
Consolidated income statement for the year ended As previously As currently
31D Restatement
ecember 2017 reported reported
Net non-recurring items 7,321 (1,301) 6,020
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Cash and Cash Equivalents and Client Deposits

Cash on hand
Current acounts with aedit institutions

“Time deposits with aedit institutions with maturites of up to 90 days

1 January
2018 2017 2017
25,147 17,006 12,762
25,145 56,105 40,561
84 1,477 977
50,376 74,588 54,300

Cash and cash equivalents

As at 31 December 2018, 31 December 2017 and 1 January 2017 cash and cash equivalents were mostly placed in
Georgian Banks. Management does not expect any losses from non-performance by the counterparties holding cash and

cash equivalents, and there are no material differences between their book and fair values.

Client deposits include only current accounts. The breakdown of these accounts by industry sector is as follows:

Individuals
Other
Client deposits

Amounts Due from Credit Institutions

Investment Securities and Trading Securities

Investment securities measured at FV'TPL - debt instruments
Investment securities designated as at FVOCT - equity investments
Investment securities

;nterest-bearing debt instruments
nvestment securities measured at FVTPL - debt instruments

EOI'poratc shares — quoted
nves securit; .
tment sccurities designated as at FVOCI - equity investments

Int = 1 1
erest bcanng debt instruments

T te shares
rading securitjes

Corporate debt instruments

I
nvestmeny Securitieg

1 January

2018 2017 2017
5,444 17,536 10,717
9,441 7,564 4,069
14,885 25,100 14,786

As at 31 December 2018, 31 December 2017 and 1 January 2017 amounts due from credit institutions represented time
deposits with maturities of more than 90 days. Management does not expect any losses from non-performance by the
counterparties holding time deposits, and there are no material differences between their book and fair values.

1 January
2018 2017 2017
5,233 n/a n/a
536 n/a n/a
5,769 n/a nfa
1 January
2018 2017 2017
5.233 n/a n/a
5,233 n/a n/a
1 January |
2018 2017 2017 '
536 n/a n/a I
536 n/a n/a
1 January
2018 2017 2017
n/a 6,133 6,406
n/a 384 261
n/a 6,517 6,667
1 January
2018 2017 2017
n/a - 3,389
n/a - 3,389
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Loans to Customets

Commercial loans
. Loans to customers at amortised cost, gross
| ess — Allowance for expected credit loss / impairment Joss
- R

Loans to customers at amortised cost

Loans to Customers at FVTPL

Total loans to customers

Concentration of loans to customers

1 January
2018 2017 2017

- 6.946 7,468

- 6,946 7,468

- = (182)

E 6,946 7,286
8,473 n/a /s
8,473 6,946 7,286

As at 31 December 2018, 31 December 2017 and 1 January 2017 loans werc principally issued within Georgia, and their
distribution by industry sectot Was as follows:
1 January
2018 2017 2017
Trade 8,473 6,881 5,121
Individuals 5 _ 66
Other - 65 2,281
Loans to customers, gross 8,473 6,946 7,468
Less — Allowance for expected credit loss / impairment loss - = (182)
Loans to customers 8,473 6,946 7,286
. Property and Equipment
The movements in property and equipment during the year ended 31 December 2018 were as follows:
Office Leasehold
buildings & Furniture & Computers and improve- Assets nnder
service centers fixtures equipment Motor vebicles ments construction Total
Cost
31 December 2017 927 877 28,867 389 1,392 - 32,452
Addirions 12 446 5,076 122 127 9322 15,108
Dispomls (702) (8,234) (120) (333) : (9,391)
J"‘”‘“ = 495 (783) 3 - 290 i
December 2018 939 1,116 24,924 391 1,184 9,612 38,166
Accumulated impairment
31 December 2017 it - R . _ 3 "
3 December 2018 2 = = E > = =
:mlmd depreciation
1 December 2017
b 53 525 14,343 188 841 . 15,950
ot 9 181 2,892 79 138 3,299
- (701 (6,980) 109) (335) (8,125)
= 240 I'Z-I[]) - - . -
62 245 10,015 158 644 - 11,124
874 352 14,524 201 551 b 16,502
877 871 14,909 233 540 9,612 27,042

Lk
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Property and Equipment (continued)

[he movements in property and equipment d

uring the year ended 31 December 2017 were as follows:

Office Leasebold
buildings & Furniture & Computers and improve- Assets under
serpice centers fixtures equifrment Mutor vebicles ments construction Total
f;::ma ey 2017 11,124 1,705 27,613 809 1,812 43,063
\dditions 1,844 215 3,472 364 191 6,086
Imzw“'" n (21 703) (263) (18) (1,006)
veposs of subsidisey (12,040) (1,022) (1,315) (521) (593} (15,691)
341 December 2017 927 877 28,867 389 1,392 32,452
Ac ymulated impairment
U:“m, 2017 345 . - 345
Disposal of subsiciacy B43). (343).
31 December 2017 = = = > s
Accumulated depreciation
1 January 2017 1,012 943 12,480 337 742 - 15,514
Depreciation charpe 195 179 3,199 154 123 3,850
Disposals @ (205 (367) (190 % (579)
Disposal of subsidiary (1,152) (577) (969} (113) (24) 2.835)
31 December 2017 53 525 14,343 188 841 - 15,950
value:
?;:,:,ﬂ m;;e 9,767 762 15,133 472 1,070 - 27,204
31 December 2017 ®74 352 14,524 201 551 - 16,502
Other Assets and Other Liabilities
Other assets comprise:
1 January
2018 2017 2017
Accounts receivable 3,265 2,424 3,340
Operating tax assets 884 1,398 1,434
Investments in associates 819 819 819
Defined contribution pension assets - E 16,441
Reinsurance assets = - 13,161
Assets purchased for finance lease purposes - - 11,378
Other 488 428 960
5,456 5,069 47,533
1(;:— Allowance for impairment of other assets (210)_ - -
£8 dsners 5,246 5,069 47,533
Other liabilities comprise:
1 January
& 2018 2017 2017
Ocru:s and deferred income 9,120 4,193 2,221
Accruals for employee compensation 1,931 1,590 4,562
Other taxes Payablc 116 - 875
g:;idm'is payable to non-controlling sharcholders 33 32 37
ned contribution pension obligations = - 16,441
Duivativc financi 1 liabiliti ’
) ncial liabilities = - 1,144
Creditors
Other - - 507
Other liabilic; 3,256 3,753 5,624
ilities 14,456 9,568 31,411

Thc not

Otional ; g, . _— ;
and is the ba.srmunt’ recorded gross, is the amount of a derivative’s underlying asset ot liability, reference rate or index
of transaction upon which changes in the value of derivatives are measured. The notional amounts indicate the volume
: outstanding at the year end and are not indicative of the credit risk. As at 1 January 2017, the fair value ot

Vative fy e
nancial instruments, recorded as liabilities, was GEL 1,144, while the notional amounts was GEL 6,617.
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Accounts Payable

nts payable mainly comprise of settlement-related payables to [SC Bank of Georgia, which initially transfers funds

Accou : : R : : .
hants simultaneously with payments made by individuals using self-service terminal or cash desks.

toy 4 MeErc

Amounts Owed to Credit Institutions

\mounts due to credit institutions comprise:

1 January

2018 2017 2017
“Time deposits 1,083 3,739 20,421
Amounts owed to credit institutions 1,083 3,739 20,421

Commitments and Contingencies

Legal

In the ordinary course of business, the Group and BGF are subject to legal actions and complaints. Management believes
that the ultimate liability, if any, arising from such actions or complaints will not have a material adverse effect on the
financial condition or the results of future operations of the Group or BGF.

Financial commitments and contingencies

As at 31 December 2018, 31 December 2017 and 1 January 2017 the Group’s financial commitments and contingencies
comptised the following:

1 January
2018 2017 2017
Operating lease commitments
Not later than 1 year 20 19 1,823
Later than 1 year but not later than 5 years 10 28 1,576
Later than 5 years i - 27
30 47 3,426

Equity

Share capital

As at 31 Dccerpbcr 2018, 31 December 2017 and 1 January 2017 issued share capital comprised 2,051,651 common
shares, all of which were fully paid. Each share has a nominal value of one (1) Georgian Lari.

TN“Ury shares

The Aumber of treasury shares held by the Group as at 31 December 2018 and 31 December 2017 comprised 275,939, with
fominal amount of GEJ, 276 (1 January 2017: Nil).

Dividends
Shareholders are entitled to dividends in Geotgian Lari.

On4 Apri o - . .
GEl 6\53[1} 2017 and 26 June 2017, the Sharcholders of BGF declared interim dividends for 2017 of total GEL 7,000 and
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Equity (continued)

Nature and purpose of other reserves
Unrealised gains (lnsses) on investment securities
This reserve records fair value changes on investment securities.

Unrealised gains ( losses) from dilution or sale | acquisition of shares in existing subsidiaries
T'his reserve records unrealised gains (losses) from dilution or sale / acquisition of shares in existing subsidiaries.

Fareign e#rrency transiation reserve
The foreign currency translation reserve is used to record exchange differences arising from the translation of the financial

statements of subsidiaries with functional currency other than GEL.

Movements in other reserves during the years ended 31 December 2018 and 31 December 2017 are presented in the
statements of other comprehensive income.

Net Fee and Commission Income

2018 2017

Cash operations 12,842 10,846
Settlements operations 9,652 5,101
Advisory 3,628 3,702
Brokerage service fees 2,746 1,813
Fee and commission income 28,868 21,462
Cash operations (355) (290)
Settlements operations (1,581) (894)
Advisory (110) :
Brokerage service fees (2,597) (2,568)
Other : (21)
Fee and commission expense (4,643) (3,773)
Net fee and commission income 24,225 17,689

Salaries and Other Employee Benefits, and General and Administrative Expenses

Salaries and other employee benefits

. 2018 2017
i‘lﬂffes and bonuses (14,598) (12,717)
€N810N costs (3) (92)
Salaries and other employee benefits (14,601) (12,809)

g;_;‘;‘;‘o‘l{)%t number of staff employed by the Group for the year ended 31 December 2018 comprised 475 (31 December
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(1
Employee Benefits, and General and Administrative Expenses (continued)

Salaries and Othet
General and administrative expenses
2018 2017
(Occupancy and rent (1,088) (1.360)
Operating X< (1,133) (294)
Communication (773) (589)
Repairs and maintenance (692) (611)
Office supplies (545} (397)
Legal and other profi essional services (508) (311)
Travel expenses (93) (106)
Marketing and advertising (75) (82)
Corporate hospitality and entertainment (51) (a7
Personnel training and recruitment (44) (24)
Banking services 33) (39)
Security 31) @7)
Insurance (24) (20)
Other (253) (141)
(6,243) (4,018)

General and administrative expenses

Auditor remuneration
Auditor remuneration is patt of legal and other professional services. Fees charged for the yeats ended 31 December 2018

and 31 December 2017 comprised:
2018 2017
Fees payable for the audit of the Company's current ycar annual report 11 7
Fees payable for other services:
Audit of the Company's subsidiarics 53 31
Total audit fees 64 38
8. Net Non-recurring Items
2018 2017
Gain from disposal of subsidiary - 5,507
Corporate social responsibility expense™ (2,035) -
Other 358 513
1,677) 6,020

Net non-recurring items
astructure develgpment in rural Georgia.

* Corporate social responsibility comprises the one-off project 1o support the fibre-optic broadband infr

19. Risk Management

Introduction

h a process of ongo
of risk management is critical to €
for the risk exposures f¢

m?olr?hcmn\t}‘i? the (_Erogp’a_: activities but it is managed throug

Pmﬁtabih"ig: s:ng'cf tnh r1:_sk lerr.uts and Im}_\cr contn:;ls. 'l‘hi_s process

ahibtion. T _;:C( mdmdual within thc. (:_rouP is _accquntablc

‘“dipoﬁoﬂn-ttadj_n. e :mg‘p is cxpo‘scd to credit psk, 11(:11.11(11123-‘ risk and mar
g risks. It is also subject to opcratumal risks.

The ind, :
en g % N 3§
iﬂdusn-yq”m:.cm risk Cf)ﬁtrt}l process does not include business risks such as changes
y are monitored through the Group’s strategic planning process.

ing identification, measurement and
he Group’s continuing
lating to his or her

ket risk, the latter being subdivided into trading

in the environment, technology and
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Risk Management (continued)
[ntroduction (introduction)

Risk M: anagemient SIetre

Governing bodics of BOGG, the ultimate parent of BGT contribute significantly to the risk management of the Group.
SOV

o tree
'.l'h" J-\(udit Committee of BOGG assists the Management Board of BQF in relation to the oversight of the Group’s
financial and reporting processes. It monitors the integrity of the financial statements and is rcsponmble for governance
around both the Internal Audit function and external auditor, reporting back to the Board. It reviews the effectiveness of
the policies, procedures and systems in place related to, among qt_her l‘)pcmu_onal Fisks, comp_hancc,l IT and _Intcma]
Security (including cyber-security) and works closely with the Risk Committee in connection with assessing the
effectiveness of the risk management and internal control framework.

A ittee
The Risk Committee of BOGG assists the Management Boatd of BGF in relation to the oversight of risk. It reviews the
Group’s risk appetite in line with strategy, identifies and monitors risk exposure and the risk management infrastructure,
oversees the implementation of strategy to address risk, and in conjunction with the Audit Committee, assesses the
strength and effectiveness of the risk management and internal control framework.

nt Boar
The Management Board has overall responsibility for the Group’s asset, liability and Risk Management activities, policies
and procedures. In order to effectively implement the Risk Management system, the Management Board delegates
individual Risk Management functions to each of the various decision-making and execution bodies within the Group.

Credit risk

Credit tisk is the risk that the Group will incur a loss because its customers fail to discharge their contractual obligations.
The Group manages and controls credit risk by setting limits on the amount of risk it is willing to accept for individual
counterparties and for geographical, industry, product and currency concentrations, and by monitoting exposures in
relation to such limits.

The Group has established a credit quality review process to provide early identification of possible changes in the
creditworthiness of counterparties.

As at 31 December 2018 and 31 December 2017, all of the Group’s loan-related lines in the statement of financial
position are neither past due nor impaired (1 January 2017: all of the Group’s loan-related lines in the statement of
financial position were neither past due nor impaired, except for finance lease receivables of GEL 3,190 that were past
due). The Group does not have a grading system to evaluate credit quality of neither past due nor impaired assets.
Maximum exposure to credit risk is limited to carrying value of respective financial assets.

The geographical concentration of the Group’s asscts and liabilities is set out below:

31 December 2018 31 December 2017
CIS and CIS and
other foreign other foreign
Georgia OECD conntries Total Georgia OECD conntries Total
Assets:

.f:sh and cash equivalents 49,400 969 7 50,376 73,865 362 361 74,588
T:;:':’ due ff"m credit nstitutions 1,043 = 1,043 557 557
mcm::“"n«{ n/a n/a n/a nia 6,172 343 2 6,517

T t securities 5,769 - - 5,769 - - - -
i ::h"’ Customers 8473 - 8,473 6,721 225 6,946
S sets 47,752 171 177 48,100 34,831 1396 2,196 38,623
Liabit:.: 112,437 1,140 184 113,761 122,146 2,301 2,784 127,231

ilitieg:

‘,]\:";I:T’:"i‘-‘ 12,219 : 2,666 14,885 25,100 : 25,100
o wed 1o credit instirutions 673 : 408 1,083 2,545 5 1,194 3,739
abilities 40,564 12 11 40,587 45,731 9 = 45,740
Ney bﬂlllce 53,458 12 3,085 56,555 73,376 9 1,194 74,579
sheet position 58,979 1,128 (2,901) 57,206 48,770 2,292 1,590 52,652
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9 Risk Management (continued)

Credit risk (continued)

1 January 2017
C18 and

other foreign

Georgia OECD conntries Total
Assels:
ash and cash equivalents 53,941 354 = 54,300
Amouats due from credit institutions 24,928 - 24,928
[ading securities 6,421 246 = 6,667
[avestment securities 3,389 - - 3,389
Loans to Customers 7,286 - 7.286
All athes assets 151,225 10,944 5.070 167,239
247,190 11,549 5,070 263,809
Liabilities:
(lient deposits 8,042 2,673 4,071 14,780
Amounts owed 0 credit mnstimtions 20,421 - - 20,421
Debt spcuritics issued 25,545 - - 25,545
All other liabilities 101,614 5,646 2,323 109,583
155,622 8,319 6,394 170,335
Net balance sheet position 91,568 3,230 (1,324) 93,474

Liquidity risk and funding management

risk is the tisk that the Group will be unable to meet its payment obligations when they fall due under normal
at has arranged diversified funding sources in addition to its capital,
idity on a regular basts. This incorporates

Liquidity
and stress circumstances. To limit this risk, manageme
manages assets with liquidity in mind, and monitors future cash flows and liqu
daily monitoring of expected cash flows and liquidity needs.

for better matching, which helps the Group additionally

The Group manages the (maturities of its assets and liabilities
the daily calls on its available cash resources

mitigate the liquidity risk. “The major liquidity tisks confronting the Group are
in respect of supplier contracts and the maturity of borrowings.

The table below summarises the maturity profile of the Group’s financial liabilities based on contractual undiscounted
repayment obligations. Repayments which are subject to notice are treated as if notice were to be given immediately.

Financial liabilities Less than 3to 12 1to 5 Owver Total
As at 31 December 2018 3 months months years 5 years
Client deposits 14,885 - - - 14,885
Amounts owed to credit institutions = 710 572 - 1,282
Other liabilities 29,453 - - - 29,453
Total undiscounted financial liabilities 44,338 710 572 - 45,620
Financial liabilities Less than 3012 1105 Over
As at 31 December 2017 3 months months years 5 gosl
. years
Client deposits 25,100 . z B 25,100
Amounts owed to credit institutions 1,541 483 1,506 - 3,530
gtul::: llilabﬂjties R 36,168 - - - 36,168
ndiscounted financial liabilities 62,309 483 1,506 - 64,798
i"::l:ial liabilities Less than 3to 12 1to5 Quver Total
s, dJ anuary 2017 3 months months years 5 years
o eposits 14,786 - - - 14,786
Bet, ;“3 (-‘*‘W_Cd_tu credit institutions 967 1,420 11,033 19,184 32,604
, ‘ecuritics issued = 25,545 - - 25,545
Vative financial liabilitics 1,144 - - . 1,144
o ];:b:ll‘itics 38,230 31,286 23,368 22 92,906
iscounted financial liabilities 55,127 58,251 34,401 19,206 166,985
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Risk Management (continued)
Liquidity risk and funding management (continued)

The table below shows the contractual expiry by maturity of the Group’s financial commitments and contingencies.

Less than 3to 12 Ito Owver Total

3 montbs months 5 years 5 years
31 December 2018 2 18 10 - 30
31 December 2017 5 14 28 - 47
1 January 2017 2,194 703 513 16 3,426

The Group expects that not all of the contingent liabilities or commitments will be drawn before expiry of the
commitments.

Market risk

Market risk is the risk that the fair value or future cash flows of financial instruments will fluctuate due to changes in market
vatiables such as interest rates, foreign exchanges, and equity prices. The Group is not exposed to any significant market risk
except for the currency risk.

Currency risk
Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates.

The tables below indicate the currencies to which the Group had significant exposure at 31 December 2018 on its
monetary assets and liabilities. The analysis calculates the effect of a reasonably possible movement of the currency rate
against the Georgian Lari, with all other variables held constant on the income statement (due to the fair value of currency
sensitive non-trading monetary assets and liabilities). The reasonably possible movement of the cutrency rate against the
Georgian Lari is calculated as a standard deviation of daily changes in exchange rates over the 12 months. A negative
amount in the table reflects a potential net reduction in income statement or equity, while a positive amount reflects a net
potential increase. During the year ended 31 December 2018 and year ended 31 December 2017, sensitivity analysis did
not reveal any significant potential effect on the Group’s equity.

Change in Effect on Change in Effect on
currency profit before currency profit before
Currency rate in % tax rate in % tax
2018 2017
EUR 9.9% 73 12.0% 107
UsD T.1% 778 8.9% 858

Operational risk

Operational risk is the risk of loss arising from systems failure, human error, fraud or external events. When controls fail to
P?Iform, opetational risks can cause damage to reputation, have legal or regulatory implications, or lead to financial loss. The
Group cannot expect to eliminate all operational risks, but through a control framework and by monitoring and responding to
Potential risks, the Group is able to manage the risks. Controls include effective segregation of duties, access, authorisation and
feconciliation procedures, staff education and assessment processes.
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Fair Value Measurements

Fair value hierarchy

For the purpose of fair value disclosures, the Group has determined classes of assets and liabilities on the basts of the nature,
chatacteristics and risks of the asset or liability. The following tables show analysis of assets and liabilities measured at fair
value or for which fair values are disclosed by level of the fair value hierarchy:

31 December 2018 Level 1

Assets measured at fair value

Total investment properties -
Non-residential properiies

[nvestment sccurities 5,233

Loans o customers &

Assets for which fair values are disclosed
Cash and cash equivalents _

Amounts due from credit institutions -
Liabilities for which fair values are disclosed

Client deposits -

Amounts owed to credit institutions 3

31 December 2017 Level 1

Assets measured at fair value

Total investment properties -
Non-residential properties i

Trading securities 6,517

Assets for which fair values are disclosed
Cash and cash equivalents -
Amounts due from eredit institutions -

Loans to customers -
Liabilities for which fair values are disclosed

Client deposits %

Amounts owed to credit institutions -

1 January 2017 Level 1

Assets measured at fair value

Total investment properties 5
Land E
Non-residential properies -

Investment securities 2

Trading securities 6,667

Assets for which fair values are disclosed

Cash and cash equivalents T
Amounts due from credit institutions =
Loans to customers =

Finance lease receivables -

Liabilities measured at fair value
Other hiabilities — derivative financial liabilities -

Liabilities for which fair values are disclosed

Qient deposits )
Amounts owed to credit institutions i
Debt securities issued )

Level 2 Level 3 Total
- 1,362 1.362
- 1,362 1.362
536 - 5,769
- 8,473 8,473
50,376 - 50,376
508 - 508
15,608 - 15,608
. 1,083 1,083
Level 2 Level 3 Total
- 1,362 1,362
= 1,362 1,362
’ - 6,517
74,588 - 74,588
557 - 557
" 6.946 6,946
25,100 - 25,100
1,545 2,194 3,739
Level 2 Level 3 Total
5 1,795 1,795
- 845 H45
- 950 950
3,389 3,389
- 2 6,667
54,300 - 54,300
24,928 - 24 928
= 7.286 7,286
- 32,623 32,623
1.144 % 1.144
14,786 - 14,786
- 20,421 20,421
- 25,545 25,545
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Fair Value Measurements (continued)
Fair value hierarchy (continued)
The following is a description of the determination of fair value for financial instruments which are recorded at fair value

using valuation techniques. These incorporate the Group’s estimate of assumptions that a market participant would make
when valuing the instruments.

Tnvestment pmpm:‘es

Investment property is valued using market approach. Changes in inputs will not have material effect on investment property
valuation,

Investment securities and trading securifies

Trading securities are quoted equity and debt securities. Investment securities valued using a valuation technique or pricing
models consist of unquoted equity and quoted debt securities.

Laans to custorers

Loans to customers are valued using models incorporating the data that is non-observable in the market. The non-observable
inputs to the models include assumptions regarding the future financial performance of the investee, its risk profile, and
economic assumptions regarding the industry and geographical jurisdiction in which the investee operates.

Assets for which fair value approximates carrying value

For financial assets and financial liabilities that are liquid or have a short-term maturity (less than three months), it is assumed
that the carrying amounts approximate to their fair value. This assumption is also applied to demand deposits, savings
accounts without a specific maturity and variable rate financial instruments.

Fixed rate financial instruments

The fair value of fixed rate financial assets and liabilities carried at amortised cost are estimated by comparing market interest
rates when they were first recognised with current matket rates offered for similar financial instruments. The estimated fair
value of fixed interest-bearing deposits is based on discounted cash flows using prevailing money-market interest rates for
debts with similar credit risk and maturity.

Maturity Analysis of Financial Assets and Liabilities

The tables below show an analysis of financial assets and liabilities according to their contractual maturities, except for
cutrent accounts as described below. See Note 19 “Risk Management” for the Group’s contractual undiscounted repayment
obligations. In the Management Board’s opinion, liquidity is sufficient to meet the Group’s present requirements.

31 December 2018
On Upto Upto Up to Up to Up to Owver Total
Demand 3 Month & Months 1 Year 3 Years 5 Years 5 Years
Financial assets
Cash and cash equivalents 49,759 617 3 - . - - 50,376
Amounts due from credit institutions 1,043 - - - - - 1,043
Investment securities 5,769 - - . - - - 5,769
Loans to customers - 8,473 - - - - 8,473
Total 56,571 9,090 - - = - - 65,661
Financial liabilities
Client deposits 14,885 = - - z - 14,885
Amounts owed to credit institutions 11 22 E 664 386 - - 1,083
Total 14,896 22 - 664 386 - - 15,968
Net 11,675 9,068 - (664) (386) - . 49,693
Accumulated gap 41,675 50,743 50,743 50,079 49,693 49,693 49,693
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Maturity Analysis of Financial Assets and Liabilities (continued)

21
31 December 2017
On Up to Up to Up to Up to Upto Owver Total
Demand 3 Months 6 Months 1 Year 3 Years 5 Years 5 Years
Financial assets
(ash and cash l-.qun'ult-.m:ﬁ 74,588 - = - T4,588
Amounts due from credit institutions 4 553 E - - - 557
Trading securities 6,517 - - = - 6,517
[oans (o CUstomers 65 225 - 6,650 - - 6,946
Total . 81,174 778 - - 6,656 - - 88,608
Financial liabilities
Client deposits 25,100 =] - Z a 25,100
Amounts owed to credit institutions - 2,029 - - 1,710 - = 3,739
Total 25,100 2,029 - - 1,710 - - 28,839
Net 56,074 (1,251) - - 4,946 - - 59,769
Accumulated gap 56,074 54,823 54,823 54,823 59,769 59,769 59,769
1 January 2017
On Upto Up to Up to Up to Up to Ower Total
Demand 3 Months 6 Months 1 Year 3 Years 5 Years 5 Years
Financial assets
Cash and cash equivalents 54,300 - - - - - - 54,300
Amounts due from credit institutions 13,601 2,690 2,863 5,774 - = - 24,928
Trading securities 6,667 o £ - - - 6,667
Investment secunities 2,792 432 - 165 = = - 3,389
Loans to Customers 1,714 - - 5,572 - - 7,286
Finance lease receivables - 6,928 4,922 7,971 11,955 847 = 32,623
Total 79,074 10,050 7,785 13,910 17,527 847 - 129,193
Financial liabilities
Qient deposits 14,786 - - - - - - 14,786
Amounts owed to credit institutions 50 446 440 856 5,686 3,033 9,910 20,421
Debt securities 1ssued - - 1,063 24,482 - - 5 25,545
Total 14,836 446 1,503 25,338 5,686 3,033 9,910 60,752
Net 64,238 9,604 6,282 (11,428) 11,841 (2,186) (9,910) 68,441
Accumulated gap 64,238 73,842 80,124 68,696 80,537 78,351 68,441
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Maturity Analysis of Financial Assets and Liabilities (continued)

The table below shows an analysis of assets and liabilities analy

or settled:

(ash and csh equivalents
Amounts due from aedit institutions
Trading securities
[nvestment seainties
Loans to aistomers
Prepayments

Inventories

Investment properties
Property and equipment
Intangible assets

Income tax assets

Other assets

Total assets

Client deposits

Aamunts payable

Amounts owed to aedit institutions
Income tax liabilities

Other liabilities

Total liabilities

Net

Cash and ash equivalents
Amounts due from credit institutions
Trading sequritics

Investment sequntics

Loans to austomers

Finance lease receivables
Insurance premium s receivable
Prepayments

Inventones

Investment properties
Property and equipment
Goodwill

Intangible assets

Inmme tax assets

Other assets

Total assets

Client deposits

Aawunts payable

Amounts owed to aedit institutions
Debt securities issued

Insurance mntraas liabilites

Other insurance liabilities

1_nwmc tax liabilities

Other liabilities

Total liabilities

Net

31 December 2018

31 December 2017

sed according to when they are expected to be recovered

Less than More than Lessthan  More than -
Total Total
1 Year 1 Year 1 Year 1 Year
50,376 - 50,376 74,588 - 74,588
1,043 1,043 557 - 557
nfa nfa n/a 6,517 - 6,517
5,769 = 5,769 nfa n/a n/fa
B8.473 - 8,473 290 6,656 6,946
3,347 . 3,347 5,893 67 5,960
4,287 4,287 3,758 - 3,758
- 1,362 1,362 - 1,362 1,302
- 27,042 27,042 - 16,502 16,502
6,816 6,816 - 4,577 4,577
- - 64 30 94
4,566 680 5,246 4,694 375 5,069
77,861 35,900 113,761 96,361 29,569 125,930
14,885 - 14,885 25,100 25,100
26,131 - 26,131 36,168 - 36,168
697 386 1,083 2,029 1,710 3,739
- - - 4 - 4
10,006 4,450 14,456 9,568 : 9,568
51,719 4,836 56,555 72,869 1,710 74,579
26,142 31,064 57,206 23,492 27,859 51,351
1 January 2017
Less than More than Total
1 Year 1 Year
54,300 - 54,300
24,928 - 24,928
6,667 6,667
3,389 - 3,389
1,714 5,572 7,286
19,821 12,802 32,623
24,669 44 24,713
7,034 197 7,231
3,212 : 3,212
- 1,795 1,795
27,204 27,204
: 15,454 15,454
% 5,536 5,336
727 1,211 1,938
27,572 19,961 47,533
174,033 89,776 263,809
14,786 - 14,786
26,701 - 26,701
1,792 18,629 20,421
25,545 - 25.545
36,069 5,473 41,542
6,759 1,476 8,235
1,694 - 1,694
14,970 16,441 31,411
128,316 42,019 170,335
45,717 47,757 93,474
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Related Party Disclosures

In accordance with IAS 24 “Related Party Disclosures”, parties are considered to be related if one party has the ability to
control the other party or exercise significant influence over the other party in making financial or operational dec

In considering each possible related party relationship, attention is directed to the substance of the relationship, not

merely the legal form.

Related parties may enter into transactions which unrelated parties might not, and transactions between related parties
may not be effected on the same terms, conditions and amounts as transactions between unrelated parties. All
transactions with related parties disclosed below have been conducted on an arm’s length basis.

The volumes of related party transactions, outstanding balances at the year-end, and related expenses and income for the
year are as follows:

31 December 2018 31 December 2017 1 January 2017
Entities under Sharebolders Entities under Shavehalders Entities under Sharebolders
common control common control common control
Assets
Cash and cash equivalents 30,674 - 533,268 - 35,275
Amounts due from credic instituticns 300 - 550 - 13,602
Trading sccurities - - 2,981 - 5271
Investment securities 472 = - 2,792
Loans to Customers - - - - 1,526 -
Insurance premmums recevable - - 1,098 -
Cither assets 1,625 - 091 - 1,270 -
33,271 - 57,790 - 60,834 -
Liabilities
Client deposits - " 4 3
Accounts payable 36,551 - 34,754 - 24,522 -
Amounts ow ed to credit institufions 408 - 1,184 - 17,728 -
Dbt secunites sssued - - - - 1,572 -
COrrher liabilities 8,774 = 1,567 = 2,338 -
45,733 - 37,485 - 46,164 -

For the year ended 31 D ber 2018  For the year ended 31 December 2017

Entities under Sharebolders Entities under Shabaiiss
common control common control
Income and expenscs
Interest income from loans to customers - - 24 -
Interest income from investment Secunnes - - 761
[m_c rest income from amounts due 47 s 1630
from credit institunions
Inrecest cxpenst on amounts owed to 96 ) (1.011) (48)
credit institutions
Interest expense on debr secunties sssued - (58) -
Fee and commission income 22,180 107 16,544 47
Fee and commission expense (506) - (299
Net real estare guin 9E2 . T29 -
Other income 261 - 1,539
Salanies and other emplovee benefics - (185)
Adrmanistrative expenses (640 - (1,407)
MNon-recurring items - - 7,321 -
22,628 107 25,588 (64

Key management personnel do not receive remuneration in BGF and are remunerated through related party companies.

8. Subsequent Events

On 11 February 2019, the loans to customers in amount of GEL 8473 outstanding as at 31 December 2018 were fully
covered by the counterparty.
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Lbgs Lagamsbisbacom @agaamosbybs 116 - 875
Babgols 2rabsgmb@H@marm Jagg@ob dgerabyern sdgombymgbobsmgol 5 35 a7
Bw@babgeo wogowepbogto ’ )
236LsBEghHrme dnbfomymdhago 3gbbool gswwyBrenbybo 16,441
Fatrdmgdryemn gobiblr®o 3ognoydemgdgbn - 1,144
3P9@oGmAdo - . 507
Lbgs 3,256 3,753 5,624
Lbgs gserybregbybo 14,456 9,568 31,411

XoBo@@ seMogbrmo 30GmBomo mibby Fordmappghb Fsedngbmmo gobublro 0BbEOBgbHol Bglsdsdobo sjpogol o6
3PCEP@Idol, pdbagzgool 36 Bohzgbgdrob mebbal @ Logdzgenl, Gmdgmby iytEbndomsg gaboads fFmdmgdreo
B06sBLyHo 0bLEGNEIBAHOL LogdYIrrgBob g3EoEgds. JoBmdomo Mmabbgda slisbgh M3gMmaEeses Brgrmmdsl fmol daembogol
@ 30 Bmogagl byztgmoym Gobzb. 2017 favob 1 0sbigdol BopmBsbymdom, FsGdmgdrmo gobsblveo obldmmagbdybol
bbﬂaﬁm@(»ﬁ“ QOO Ydy, HmImdog sposdgdmem oym 3POEIONY0IE, 0ym 1,144 oo, 35806, Hmgs Bsmo JoGmdomo mibbs

04 6,617 oo,

30JROGMOMO ©IZIE0sBIdS

39Qognigwe  @sgeoshps  dofoosmse  Byoagds b baGmgmmb  Bsb;sbt  dodsmmgbom  sbpsoBlfndsbmsb
@33380@053@0 056bgdobysh, Hemdgrgdbsg d3b30 magEsdomgnma weogbogl mzsdey brmdogddndl 30BoM0 Joegdab dogt
Dgomdmdlisbymgdol GyMmdebaob o6 bawsmml 998300mb0m ge@abEob aBbmOEo m@IBElL Ixmsmnem@s.



bb 600 B5065680s@o" ©s gommdowo 3md3sbogdo
JMbbmeoEomgdmwmo B0bsbbryMo sbgaM0Bagdol psbds®®gdomo dgbodgbgdo

(0058 emscido)

13, ge@pbawgdgo bszhgrodm @sfglgdawodgdol fobsdy

35 EYLYIEYdg00 LyyMgEodm @sGgbydrmagdndol fobydy dmogagl:

31 @gip88g6ia, 31 wyi988960, 1 osbgzsmo,
2018 F. 2017 F. 2017 B.
o@osbo 3606 B0 1,083 3,739 20,421
35@wEIdNwIbybo baghgmoym Esfalgbmwybybol fobisly 1,083 3,739 20,421
4. 30MHmMBOmO ZoerEgdUImgdgdo
0gHoRegwo

B300wgR6030 Lagdosbmdol getamgddo Bgbsdwndgeos xameobs @ 00x0 Boobabdosgol® fobsspdogy LstBymo spodésh,
by@ddegsbyeremdsl Goskbos, Hmd 58 LyGRyEBOEE F¥dmdEobitg badnwmm gseEgdrymadsl (sbgoob sELgdmBol Bgdmbgzggsda) o6
adbgds sfbgdomo  maBymgomo  gagegbs xav@ol 8B Boxo  BsobyEBosral gobobbyH  Bymdstgmdsby o6 LaBmBsgenm
5bdombomgday.

dotedomo gobabligHo gegngdrywgbybo

2018 fiemob 31 939800l 2017 Fenob 31 @9398d6H0bs s 2017 Fevob 1 03B3m0b dgmdshgmdon, xamnaob gobiblmo Jommdomo
3QEIFIwgdyde Bmogages 830wgab:

31 @g3998g6G0, 31 @g398896 0, 1 osbgstio,
. 2018 f. 2017 . 2017 B
35@Eydnmgbgbo Lsm3gHagom oxsGowsb
M oa3006L 1 femobs 20 19 1,823
1 Gy 23096, Bop®ad sramagosbgb 5 Faobs 10 28 1,576
5 fowy 9306 - - 27
30 47 3,426
5. 3930%0mo
Lasggom gadodsao

2018 femob 31 y398860b, 2017 Ferob 31 93983G0bs @ 2017 fevals 1 0sbzHob dpmismgmdom, psdmdzgdmo basdgom sdodsmo

Bypndme> 2,051,651 Bggmergdmogo ajsonbysb, Gmdgwmonsysbsg yzgms LEEIE oy, geEsbEomo. moongmmo sjgos gemo (1)
@amob bmbobogm®o podgdmamgdobss.

dfobyoawe bignomsfio sjgogdo

X3IBOL Bogt germdogro gsdabyonero sggogdol Grmpgbeds 2018 fiaob 31 ©o3ydd6obs @ 2017 femob 31 p308dmobogol Bgsognbos
275,939 (33, bragoes, moomgaero ool beitabsgrsfo omgdyyargds 042 276 oo (2017 ferob 1 0363860: Baemo),

wogoybegbo

' >Jgombyhgdo v@umydsdnbombo 56056 doonmb ogowybrgdo Jdmvie ms@do.

2017 fanob 4 s36oeby b 2017 famob 26 ogbobl, »00x0 75065680smol” sfgombg@pdds pdmagbagl Bvsergeno dmpgdob
©ogogbrgdo 2017 ferabmgob, %880 7,000 @aGobs @ 6,800 gatob mpgbndoo.

Ubgs M9BHggdol bsbosmo ©s @sbodBrmgds

bsobgabsogom gsbosbo Jsasen@gbowmsb 330350 B18eyemo g ads/{ batagro)
9L BgbgPz0 s060Ebagh Lsobggbdogom Bsbosko JeomEgdob bydsGoxrosbo nomgdrmgbol gaeomgddb.

- 0lgdeem FroermBogr 3083:609880 [ogrol 3obigabomsb o6 354o@30@6 /' goaowsb Gowgdammo stiamgxmobgdeyero Jmggds
- (Burisemo)
|

- 30bodbymo G5bgtgo s0Mogbigh »Gbgdrm dgommbdow jmd3sbogddo Fomob yebegnbosb 56 29403006 / yowgowb dowgdoen
L 0gmobdeen Bpgbsl (bsmaenl).

Tebereytio gserenhob 3mbz96¢sg00b Gybatzo
JebarGo gseadol 3mbzghegoolb Hbgago gsdmoygbyds FrElomsdnmobo bbgamdgbol splstoghs, Gmdmgdog Fomhdmodzgds
aaﬂqpmanqyo 3m83560980L BobBLmMo B5:60898980L Ea@oliysh 300bbgaggdimen bbgs badwBom gagmvgdsdo geayzebol gwgase-

2018 fiewalb 31 939806100 ©> 2017 fiemob 31 93788600 @3bOEgdyImo Gargdol peb0sgamdsdo obsdogs bbgs GgbyMzgddo
Ebﬁam@mﬁoc@ob bbgs Lo Ggdmbagarol obgsGodydsdo.
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3Mbbmmoomgdmemo B0656byM0 9BgsGodagdol 296856¢9d0mo 8960836980
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16.  §80bcs LszmBoliom 390mbsgsemo

Lagma®m Mm39Msz0gd0

Lo3BEHOBLFmE 9@ ©39M 530900
LogmBlwa@sgom 8mabsbuegds

bsdG MMM Fndbobry@gdob Logmdobom
39b23O R gwm ©s bagmBobom 998mbsgso

Bagnather m3gMragogdo

bosBREGOALFmE B Mm3ge 530980

bagmblimendsgom 9mabsbuymgds

bIdG ™Y FmBbobryHgdol Lsgmdobom

Lbgs

3U33G R gm s bsgmdobom bohxo

foobs 338G R g™ ©s bsgmobom 998mbasgsemo

.7. bIgsLdo s M365dBGMBgEmas Ubgs Lathagdgmo ©s Brmyswo ©s $©d0bobBGagormo bstxgdo

baegaligdo s 036:88GmBgEas bgs LsGagdgero

byrgsLgdo @s 3Ggdogdo
L3gbLom byGrxgdo
bymgsbgdo s ®565886%mBgemms bbgs LbsGggdgemo

2018 2017
12,842 10,846
9,652 5,101
3,628 3,702
2,746 1,813
28,868 21,462
(355) (290)
(1,581) (894)

(110) .

(2,597) (2,568)
- @1)
(4,643) (3,773)
24,225 17,689

2018 2017
(14,598) (12,717)
(3) (92)
(14,601) (12,809)

KBIBOL 0206:386mBgmos badrsme M>gbemds 2018 Gamol 31 ©03098600 @sbEmEmgBrmo fiamobsmgol 473-b Bscoagboos (2017

fiemob 31 cog3n8d9@b: 690),
U3960m @3 sdoboliBagoremo bafxgbo

OXMS s Jos
Lsm3g@agom 3°oLsbIEgdO
bagmdnbogsgom badxgdo
®93m630 ©s BHygbogm@o er8bsbm@9ds
Lomgolyg 8s0sg980
0H0EOTmo ©s bbgs 3O @9boywo dmdbsbregds
B3 mdOb bsthywo
‘ 9563940630 @s G193
363mM5BH0wmeo Podobserobgdgaro @mbobdogbgdo
0365886 m8gems BgHkggs s BOETBsEYdY
L2363 BmBLsb@ B

W332-LsRGHmbmgds
©>E303>
Lbgs

Bmy3o ©s sEdobolnh6 5Gov@o batxgbo

YI@o¢mGob s65%msmmads

2018 2017
(1,988) (1,360)
(1,133) (294)

(773) (589)
(692) (611)
(545) (397)
(508) (311)
(93) (106)
75) (82)
(51) (17)
(44) (24)
(33) (39)
(31) @7
24 (20)
(253) (141)
(6,243) (4,018)

SJR0GMM0L 2b3Bmar@gds Fgswpgbl 0YMoEomwo ©s bbgs SOmgglioreo dmdbsbrmmgdols Baffoenl. 2018 ol 31 @g3908Gom ©s

2017 fiemals 31 ©93980C0m @sbGEgBymo famolsengol 3A0gbreo bagslimeo 8950960 BgBogal:

dM035600b 308@obsmg fmommo 26356080l svyo@ols 2oLBO R M
bbgs 8mabsbay®gdobogol 30®3LsbEYwo 33bsdh xgwmgbdo:
3835600 d30@mdoro 3m 83560900b smodo

by svyodol bsdxo

2018

2017

11

5%

31

64

38
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bl ,80x0 B0656d0sE0* ©5 dgomdomo 3md3sbogdo
3Mbbmeoomgdemo B06s6LryM0 sBgs@m0dagdol 29685698000 Jgb0d36960

(0095l ms63d0)
§dobees ghonxataco Brgbengdo
2018 2017

d30 tle} 3336000 250b30l930w6 Towm AR degnds - 5,507

OO0 3 & Jeo© QIOTLro dmgg
JNOIGBIGH0mo beygosemGo 35b1bobdagdembol baGyo* (2,035) -
Lbgs 358 513
§806s g6 mxgGsw@o dmbmgdo (1,677) 6,020

* Jeidedsgosemo begosergio Dobigbolidygdermds dmagsgh bygbionggamatio bogerso 00OFIO-00343019560 B3GO©03IBebosko
Higerol obumsbEGegsemEob V3905 gForatiso FO 0. .

®ob3ol dsGogs
Bgbsgagmo

®obggdol  3mbGmemob @3m30Epdgme  3Gmgglo o6 Bmogagh  obgo BobBgL Mol 3000, BmpmBogss  gatgdn 306mdgdob,

(G0dbmemmaogdls s 9880 dmBbsto B3Wowdgoo. oo 3ebEHmngo bogds xamm0b bEHMBIROEO 93956900l
3Bmgnboo.

Goliz0b oargols bhGedepms

»BOGG"-0l, ,Boxo B3065680s@mob badmgmn d8mdgeno  3mB3s60ol stz mbgabegdl 9608g6gmmgsbo famomo 995gd3m
K3IBob Hobzgdol Bstmgol 3hmaglbo.

00 mid

nBOGG"-0b sr10030b 3mBoggno obBs6gs |, Boko go0BsbBoserol @omaddmeos bad3mb xamaol gobsblveo @ Lasbysmodagdm
3Hmglgdol bywsBbywzgmmd.do. 030 533060@gds BobsBbryho 3boM0dagdgdab msbdodonztemdsl @3 3obbobdagdgmos Gegmeg
oy svyo@ol gmbisonl obg gty srEodmmol Babjgool s6ogety, Bgs@odol 0bgmGAsg00L ofmogdety. Jmdodgdo
Boboboeglh  9Ladsdolmdsbonsh, Loobgm®Bsgom G0dbmermp0gbmsb,  Lobrmedsgom DygEebmgdbost @sm dmeol, Jobge-
QLoghHmbmgdabmsb) s Ubgs bam3g@sgom  Gobgdmeb ©3353806900wm0  3nemogozgdol, 36mpgEIMIdols @ Lolidgdgdol
380J00MMdL ©s 83owmng 02365886mdgomdl tobggdol 3M90htmb, Hobzob dsmmgols @ Fod mbBoamob Lobygdol
089dGDMMdob Jggabndol 36m3gbdo.

®ob 3ol 3mdo 0

89s6mggemo bdm

d0s60039@ LodFmb sdgh DORIO Foe@BICgDS X38ob adHogndonsb, PLRIOYYBIBL> ©> Mobzob Bseogol J8gogdgdosk,
dmgo¢ogsls ©s IOMEYIOTHYBmE ©235380698001. Hobzob 8s6mngob Lobygdol 0893G0M@ 3sdmygbgdol 80BBoo, @O dHmEBoN
bsd3em  obrogogmsmn® Hobgob  Bomgob  grbigondl 3@l xpBob  Lbgawsbbgs 22@ofy30thomydol  Godogd  ©s
SBbHrgdym megsbagdl.

bagtg@ogm Holgo

ba3tg0¢m Golizo seob Golbzo 0dobs, Gemd X080 Fgbadenms gabogamb BsGawo, o9 Gobs 3eronbigdds 36 dmbsFogny bsmngdds
306 Wgdengl LagebPsdem 3WRIEYWIOIROL Fgbitryergds. Kaviso bagMg@oBm Golgb s6magl s 53063 Bmengdl Gobzol
Bgimenmdsty dobongol Bobsmgdo ndools @sfgbgdom o ggmemo 306&®apaBgbob, sLggy, 2IMpManommo, ©sERmdMO30,
36mEedHB0bs @b 3@ B0l 3mbgbEmagogdobmgal, ©> H0b3gdob 58 ododgdmb ©5330b dmbo@m@obyom.

X0z Igodndags baghgoodm go¢obaol asosbyozol 3MmEabo, Goms BObggeyml  asMoggdado Bmbafogmy Bbatggdol
309@admBat0sbmdsT0 Logatsrmmm B3wogdgdob spGgmmo Bvdmgengba.
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bL ,B0x0 $90B656Toswo” s dgomdowo 3md3sbogdo
3M6bmemo@ogdmmo B0bbLyGO sbysGOdagBOl 396850 gd0m0 8960836980

(505l ¢36330)

Hobgol 8560135 (3spMAgargds)
b33Gg@otm Hobizo (3g@dgwads)

2018 fieoob 31 qog398d@abs s 2017 ficol 31 @g3g886ab OpmBatymdom, wpwmeol g3gees bagdgpodmn ba%o Bobsbleymo
Bcopedatigmdols 3636080590 56 seel 553 BIOIFIWIEOCIOIEO 363 3BbrBIdEno (2017 ol 1 036gsto: %amaob 439ws
Lsggo¢m bsbo gobisblvmo Bogmdatigmdol sBysmodygbsdo o sHab 903 FXOFOWOFOIBNEO ©S 36 yorIgalin@gdmeo, 2o
3,190 gramob megbmbdaols BobsbLe® o stislionsh Wa3s3d0Mgdeea dnmbmgbgdols, Medgngdog 3VRPEIGOWII@O 0ym). %l o6
33l Bgo@obaob bobggds, Gmd Tg0930beb oty 3PEPIOIFOCYOIWO @3 o0y rGbHBEmo 53Hoggbol Lsg®awmogm bs@abbo,
baghgogm Hobols doduodagnyio dmgemmbs 3obobiabughgbs 3m6360¢m@mo 90b26bIH0 sgdhagab bodsgsblim QoOgdEmgdom,

X0B0b %Jh0390b @5 goergdegddol gmamIgerme 36696¢Hag0s Bemggdaeos Jggdmon:

31 @g4088y%a, 2018 F. 3 @g39889%0, 2017 F.
who go whao @s
bafses- bbgs baglses- bibga
o, i L] fndo [} o, g Goba I

sdyoggbo:
BUDe @ ggoob ggogeegbhgto 49, 40Nt Hoy 7 50,376 73,465 362 361 74,584
Bmmbeighgbo baghgmosm @afipbgtoegbgbal Godamo 1,043 - - 1,043 557 - - 557
biago3rme @sBagbama gabosbo aenpgdo nfa n/a na n/a 6,172 343 2 6,517
banfiggldogom waboafin drmapgbo 5,764 5,769 - - -
BBt gbembby papg o Lgbbgbo 8,473 - - 8,473 6,721 - 225 6,946
Y33 bibgs adhogo 47,752 171 177 48,100 34,831 1,596 2,196 38,623

112,437 1,140 184 113,761 122,146 2,301 2,784 127,231
3rereobaeybybo:
aeragbgtob $Bsdrgso 12,219 - 2,666 14,885 25,100 - ¥ 25,100
Fhemeptoyaglybo bagdgmogm @aligbgbraemgabob fobsdy 675 - 40 1,083 2,545 - 1,194 3,739
Yagems bibga BT bveghs 411 564 12 11 4,557 45,731 £l - 45,740

53,458 12 3,085 56,555 73,376 9 1,194 74,579
P80b@s babagsblim dmBogos 58,979 1,128 (2,901) 57,206 48,770 2292 1,590 52,652
1 oabigstha, 2017 F.
®lbo @
bl bbgs
o, @gm Enbo [

sdoggbo:
BUwe @ goool jxogagbinio 53,941 352 g 54,300
Bemmbeghyto baafgoosn @afgligboeababols Bodstio 24,928 - - 24,928
bagadtimm @uBgbren gabosbo rreEgdo 6,421 246 - 6,667
baabggbtngoe gabosbo fesmggbo 3389 - - 3,389
Bt desgdy pagalmero bybbybo 7,280 - - 7.286
Yaaem bbgs shogo 151,225 10,544 5,070 167,239

247,190 11,549 5,070 263,809
3swegbgwybybo:
JerogBabol $Badebo 8,142 2,673 4071 14,786
BEgboeglybo baghgpadm @afglyduwnbsbol fobsdy 20,421 - - 20,421
dmBzgdaero bagoenm Bobosbo fmsenppbo 25,545 - - 25,545
430w Ubgs geogboengbs 101,614 5,640 2.323 109,583

155,622 5,319 6,594 170,335
$80bgs Labsgablim dmBogos 91,568 3,230 (1,324) 93,474

©0330QTHMIOL Holizobs ©s @agobsblgdol s6mgs

dag8om Bmggdmm abGowdo Byxsdgdmanos X809800 gobsblvmeio PCEIPIEIdIdL Fo@osbmdol BaeroBo bgemByy@eemgdom
30350bfobgdrmo sMhaobgmb@Hotydumo ©335630b oen@gdrmgdgbol Bobgrgom. @sgsfiggdo, Gmdegdog gd3g8ogdetgds
Fhyemdobydsh, soGogbrwos adazsesp, momgdmb Byhymdobyds War1ym36deog dmbs.

B0636LmG o 3semybrmwydgdo 3 o399 3-@asb 12 1-@s6 5 5 Bagmbg beyen
2018 fgrols 31 ©9398dH oL dEymasG gmdoo bs3qna80 _ ogpd@g  Pevsdwy dacho
30gbigdol s6sdGgdo 14,885 - R : 14,885
3PLEIIIdIB0 L3O oG ) 5 _— ) 1,282
@3fgbgdaegdgdol Fobsdy m
bbgs gseepdregdgdo 29,453 : : : 29,453
b ® LimbGomgh o gobsbbme

R Gl e e P— 710 572 ; 45,620
3%mEybdmergdgbo :
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bb ,80%0 B50656Toswo* s 930@mbdogo 3133560580
3mbbmeoomgdmemo B06obLryGO sbys@0dagB0l 39685698000 8960836980

(502l @ms630)

M0b30b dshrogs (398MAggds)

wo330@NMH@mdol Holigols s ©3g0656Lgdol Bothomgs (ophdgemgds)

80636b®o goamgbrmybydo 3 mggTg 3-@ob 12 I-@s6 5 5 gty b
2017 ol 31 g 398d6& ol dpamistgmdom b5,3¢m980 o398 Fersdyg d9c%0 il
3wogbBHydol sbsdmgdo 25,100 - - - 25,100
39@@YBICDYBO LsgMgEo@m T : . )
©FgbgbendoBols Pobsdy ,54 482 1,506 3,530
bbgs gemegbmmgdgdo 36,168 - - 36,168
6 5}
VO 26200bgnbho6rdwo gobsBlneo 62,809 483 1,506 - 64,798
32@®dOydgdo
B066byHo gemeybymwydydo 3 mg9bg 3-sb 12 1-@ps6 5 5 Pgerdg b
2017 femol 1 036360l dgmBs® 9mdom Gs30m980 @398 Persdog %o I
3wogb®gdob s6sdGHgdo 14,786 . - - 14,786
3P@IdYYBId0 bs3zHgEoH™ " o 1%
@BobgBraEmgBBob Gobod, 9 1,420 11,033 19,184 32,604
208mB3987o Lagswm gsbosbo Jomommogdo - 25,545 - - 25,545
Fo@dmgdyyemo 50bsblmEo 39EYdEgdgdo 1,144 - - - 1,144
bbgs gserogBregdgdo 38,230 31,286 23,368 22 92,906
®
YO 26300bgnbGo6IBnwe goBsblyGo 55,127 58,251 34,401 19,206 166,985
32 EIdn@ydgdo
d309mm  Bmgdmemo gbHoma sbabagl by 36GGoBm gsob s8mfrHzal X3OBoL Jotmbomo  gobsblveo 3¥CEIIMYdIBOl
33©03bmbol obyogoom.
3 mz9%g 3-@ab6 12 1-@s6 5 5 Pagedg beyen
bogemgbo @398y  Fersdog dacho
31 ©398dgM0, 2018 §. 2 18 10 - 30
31 ©gggRdgHo, 2017 §. 5 14 28 - 47
1 0563560, 2017 §. 2,194 703 513 16 3,426

X3030b 3sG@om, Tgbadenms yznms Jommbomo 32@YOegds ob Dbembagaymas 56 odbsb 3o8mygBgdmemo 3o EdyEgdgdols

35@0b 28mfjryAgsde.
Usdsoim Golszo

LsBsBe Goligo sGob Goligo 08obs, Gmd gobsblryHo obbEEmghigdob BOoEo 63350980 dndBomds o6 Ls3s6m@0s6o pomgduemgds

9oggergds obgmo LadBOM 3gemoEgdydob oo,

OrgmOoEs bademagbym 39653300980, Ebemmo FPodob goebo ©s

3030haemab gabgdo, xameb o6 09033695 G089 s6bgdomO LsdsBEHm 60b30 gaces bagseemdn ®obgobs.

bogoermegder Golijo

bagserdm Gobgo Fs@dmodemds 85806, Bogabag Lsgsmeydhm guembol GRwowgdsd Fgbaderms gsgmghs ofmbomb gobsbbyHo

0bLEEnTnbEgdob QoMgdengdshy.

3390 dmgde gbHoegddo famdmoagbowmos ol 32500, HdegdBo 3dmbdE FowIE sgBggBhs ws gseEdrmddby
X398b 2018 femob 31 g3gddmals Iymdstymdon 3608369mzgsbo Mobgo 3gebgs. SBogroBob HmbL BobEgds @atob dodsto

TEbO0 gsmmmol  gmEbol B3Owdob  989dHo, Gonybsg Aer90a-BaMagnols
WbaMRgBo  dommds wiggEgEos (bagse@m  3um@Elob  dodseo FyEbmbdosty

3mbbmeogomgbamo  sbysmolygdol yggems
BILHQO dJhoggdols @ gaamwgdryegbydol

baBotrongmosbo QoBIBEYdob gedm). meBimb 9080090580 Lagoeradm 3o@bols G5 @dE Bembaenebyero geygmbdols gagegbs
Bdmomgengds  ymggmomono 3°63omo 3Obob  bEsbosemem o0bOYRDY  ogymdbydoo 12 ogob Ggdegy. bMowBo

TOymgomo dabgbgdgmo sbabagl 3m396zome

@apgdemo dohggbgdgmo 3o sbsbaglh d0¢bgon® faobos o, 2018

fdobos Byagomgds Bmpndy-Baa

ol 3BasModagdsls o6 JsdogeemBo, bogm,
@obs 31 99860b> ©s 2017 Gawob 31 @g399860L
@3 @

dpmdstgmdon @sbtveBrmo femgdobongol, Fa®dbmdyemdol sbagotbl s 3oderzemgbos Gady 9b0dgbgmmgsbo 3mEybgo®o

393960 X350 gsdodsmby.

eaerowgds 85396 83O wybs 85327965
39630 8mgg85%y, 3963ar0m 8mggds g,
33eyhs 27580, %80 ©58933659@g  am6bdo, %-8o @s8983G39@7
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Fgmsbbdgds oxsMsl", 003 15-6 "Lsm3gMoEom 0xsMs - BEHOTNWoMmYdS" s 003 27-U "ysM0ygdgdols Jobss®liols Fgxslsgds, GmIgmog
39033936 0x5M0L LETSOMNYGIM0Z BMEOTSL". BoLL 16-80 FEgdYE0s 0XSMOL 500sMYBOL, Fgxslgdol, Fomoagbols s 4bdsME oMo
39600369008 306303980 5 FMORIMOLYE Tmombmgl yzgms oxsMol sMmOEbgsl LadaEsblem wfiyoliby, doll 17-0l dobgzom
30656LvIMH0 0XIMOL 50MOEDI0L SBsMy0M®S©. bEBBIMEHO 01Z5eOLFoDYL 500sMYOL MG 25dMbs3E oLl dmoxsMygdolmzgol -
"@005¢0 0MYOEgdol IJmbg" 5dEH03900L (3. 39MLMbBIEIMMO 3m330vBHIMYO0) 0XIMS S TMIWY390000 0XIMS (9. 0. OXMS 12-
30560 56 653000 35000m). LooxsMm bgandy3mrvergdol dogrsdo dglizeroll MEMOYOLMZOL, TMORIMY 5005MIBL 356 IIEIOL
LooROMM  3500LIbOEOL  oobEOL MomdsbYg (9. 0. LEOXIMM FoeEIIMEYD) S 5dBHO3L, OMIgos FoMmIMsagbl BegdL
FgLodsdoLO 5gE030L 35dmyYgbgds®y 0xsMOL 35000l FobT53MdT0 (9. 0. 57BH030L Fodmygbgdol MBGds). FMOK MO0 35¢YIMHGOO
561006 (354039 5005MMb 50K MM 35¢EdNEYdOL La3OM3I6EHM batxo s 5dE030L J9MmYbgdol YBEWIdOL LsdMGEHBoGoM botxo.

90X 567 51939 35EIIMW0s, 35603390910 IM395xdol oEAMTOL Fgdmbggzsdo (Fsy. 0xsMOL 3500L BgE3Ws, bLsdmTogErm LyoxSH®
3905LboYdT0 (3300 gds, om0 FIBLEBLIMOLMZOL gsTMYgbgd o 0bgdbol o6 B3390l (33¢0EWgdOL Asdm), bgwsbers
395535L09L LoORSOM ZoEYOYEds. INOK MY DMYPSIIE LOORIOM 3561 JIEGOOL BgEsbrs Fga3sligdol Mbbol 500Gl Mryme s

5943030 go9mygbgdol MBgdoL 3nMYJEGH0MYIL.

090%5M0b 50M0Eb3s BbL 16-0b JobYE300 SOLYOOMSE o6 IBLBI3Gds B3LL 17-0b MBsbTsE MUY 3ModE0IOLYSE. Tgox sty
3993039 gdl Y39es 0xIMOL JEsbogo30MIdsl 03539 300630300, MMTgELsg dbL 17 094gbgdl, s #sdoxbsgzl MmO BHo3ol oxsMLL:
Lsm39M530mb s BobBLLEH 0x M.

Gl 16, GMaMO3 90X MJIdL, 0bg goxsmggdL 535¢2©IIMIOL MROM IGO0 356ToMEJdoMo Fgb08369d30L Fo®dmoaygbal,
300069 g B3LL 17-0b Mebabo brgdme.
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b3sbaM@gd0, Hmamgdog 359m0oEs, 353Med xJO o6 5GOL dsewsdo Ggbryeo (3ogMHagends)
Robl 16-B9 gsosbzams

XJMBO 93 bLABOAL Fodm0oygbgdl oo Forgdol Lezs¢rEIIMEM MIMOWOEH - 2019 Ferol 1 0563M0EB. XaMBo 5306gdL, HG™I
bBHBIOGHO 259M0Ygbml BMOGBOE0MYOMO MYBHOML3YJEYIo FoEYMIOMN O 5O 30sbRIMOTYOL LEBIMHEHOL domgdol {obs
fool 9oMgdo mabbgdl. LEbEsME0 393MEJwEIds 08 bywdy3MEgdgdby, MMAWgdoa 5650y 0X M B3boLEBMZMYdM©S
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bowd93601gd9dbHg, OHMIGEMS LsdIBOLM 5dEH0Z0 IVBIWO VOMPINIEGIOLS. LIORIOM 5EEYOGdJO0 FgR3sLYds IMBIbowo
Loox MM 39slbEgmgdol  ©EI3bIwo  VoMmPRMWGdom, MMIWIdOE  EOLIMBEBHOMEYdS  93I30M39w0  A53MYygbgdols
®500@obmM30L dMoxIOHOL BE3zEmo Laliglbm badOm3gbE™ 9965339000l g9dmygbgdom. 4sdmygbgdols »gwgdom oo

5d303900 JgBoLEYds BoLL 16-Bg  gooLI3EOLMsbsgg LsoxsOM 35O gdol MobsdsMmO MEIbMmdOmM ©s I3MEYIE0MPYds
§obaLFO goobowo mabbgdom, HmIwgdos xawnds 3580639, 95300300390 259tYggbgadOL MSMOMSTWY, SVO0SMS.

X39%Bd5 o3OS Mo30L 3MBLME0EOMGOE BobBLYM sbAsM0TYGO5BY Bl 16-BY FooligEol 3mEIbE0 MO 253wgbol Lsfiyobo
99535L9%s. xR0 2019 ool 1 056300l IyMBoMmgmdom sOLYdwE dmbs3gdgdby IYMHPEMBOM 5x83sLYAL, HMI sbosero bBBIMEHOL
900905 359m0f393L X3IBOL 39 JOMEGOgOOL  FoBOEIL 553 WoMom ©s 2odmyghgdol MBRWGOom 25IEgIMNWo 503900l
500507058 550 WsMom, LEOEBsE 3 WMol M93ELOGOZHE0%d FMLIWMPBYWO 5356L9d0EB 2o3mygbgdol WGBwGdOM Fos3gIME
530390bY.

ferosytio gsepdnemdglgbgdo 2015-2017 GF. oo
0L 12, dmgg80b gsosbsbsgdo

0oLl 12-8o Ggbyaro (330 gdgd0 2obdsMEZL, ™I ©0300gbEIdVY IMOEbYEO Fmygdol FoaLEbIEOL (SLYMOL sMLYIMBOL
39000b393500), 535LL 9-0b A96ToMEHJdOL TGodsdola (Fmygdol yabsffowgds HowmdMmogo 0blEMwdghEIdOL dgwMdygdolmzol dscmo
§ool 3OHM3MME0MWsE) 5005MHYds 1B Jmbggl:

o 50 ©03096EIOOL F9ILEOL F5eEYdMEGdOL s©0sMYdOL dmdgbEdo; s
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dobgz0m, ™Y 19330039 LS  9W0sMYdPS  LIFoMIm  FoOlmerdo IMIBELG  F9M0YYOGOL 9B  ImgEgbgdl,
I gd0bs3 FoMmInoddbs golisbsfommgdguo dmygds, LoosbsE oIbEYds 03096 YdO.
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M0 S B0l §33035¢0g6GIB0 ©s 30gbEgdol sbsdegdo

31 @y39089 Go, 31 @gz9889Go, 10563560,
2018 . 2017 B. 2017 B.
6500 33990 Los®®Ao 25,147 17,006 12,762
9000bsM 5625600900 Lo 33M)OGEHM gLHdMEYd9)dTdo 25,145 56,105 40,561
90 ENIn 3500560 H3MBOEHIdO LOIMN)OEM LYW d)dTO 84 1,477 977
B0 ©5 GOl 933035m9bBgdo 50,376 74,588 54,300

2018 Herob 31 9390060, 2017 Farol 31 ©93990M0Ls s 2017 fierol 1 0563M0L IAMIsMIMdOm, BEs©o LEbLEYdO ©s Tooo
033035963900  d0G000©O©  bMgLgdMo oym  JoMomvyar  d5639080. bgaddmgsbgarmds o dmgErol  BoGowl, MMIgwos
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0500 9330350963 900. 5351096, F50 LadoEIBLM s LEFMME060 VOMYdWGDIDO SOLIOOMOE 5G FoblbZszYVs.

300963900l 565061900 dMm0oEo3L 309E0bsMY 635Gl FBMEME. 59 5635M0TIBOL Fobsforrgds IMYJdOL Jobgzom sbgmos:

31 wyz99896 0, 31 wyz99896 0, 1 0563560,
2018 . 2017 . 2017 B.
R0DB03MOHO 30MH9d0 5,444 17,536 10,717
Ubgs 9,441 7,564 4,069
3096G0L 56586 9d0 14,885 25,100 14,786

153M90E™ B YdMEgdgdoEb Jolsmgdo msbbgdo

2018 ferob 31 9399860, 2017 ferob 31 ©93993G0oLs s 2017 Farol 1 0563M0L dymIsmgmdom, Ls3MgEoEM FgbgdwEgdId0Eb
oL gdo Mbbgdo Fomdmoagbos 90 Mgby 39BHo IgsM30L 35Ol 3gmby 350056 Y3MBOEHYOL. byErddwgsbgermds s6 dmgerol

DoMol, MMmIgEog 3odmf3geos obgmo 3mbEMoag6GHId0L J0ge 35¢©IdYEgdoL FgMLEOIGdICMdOm, LsEoag FbMIgLYdMEO0s
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31 wyz9d896 0, 31 wyz99896 0, 10563560,
2018 B. 2017 B. 2017 B.
L50639LGHOEOM BoLOsBO JowosarYdo, F9z35L9dYe0 LEdsGOs6O 5233 /a /a
QOO0 FMg)B5-Bo®oswdo (FVTPL) - Logserm oblEmvdnb@ndo o
L50639LGHOEOM BoLsBO Jowoarrdo, d9x35L9dIE0 LodsG 06O
©OMYIMGd0m bbgs LG Fgdmbogsedo (FVOCI) - ffowmd®ogzo 536 n/a n/a
obLEBHOMIN6GHYdO
LsobggbGogom gobosbo Jomsempgdo 5,769 n/a n/a
31 ©wg3988960, 31 wg3998960, 1 0563560,
2018 . 2017 . 2017 .
3639630560 Logowm obLEG™MIGEEHGdO 5,233 n/a n/a
Ls50639bBHo30Mm BsL0s6o Josmsa©gdo, IgBsLYdMO LsdsH®mmosbo
©0MHYdNMYBdo® Bmagds-BboGsedo (FVTIPL) - bsgowm 5,233 n/a n/a
obbBOndghBgdo
31 wg3998g960, 31 wg399896 0, 1 0563560,
2018 B. 2017 B. 2017 .
3MO3MG G000 53090 - 30EGH0M YOO 536 n/a n/a
Ls0639bBHo30M Bobosbo Jomsm©do, JgBsLYdMO LsdsHmeosbo
©o0MHJdMgdom Lbgs LM M Bgdmlsgsemdo (FVOCI) - fowmdMHogo 536 n/a n/a
obLBHGNIghegdo
31 @wg3988960, 31 @wg3998960, 1 0563560,
2018 . 2017 B. 2017 B.
3639630560 Logsem obl®mdnbEgdo n/a 6,133 6,406
3MO3MO G0N0 5J30900 n/a 384 261
LogsFeHm gsbosbo Jomommgdo n/a 6,517 6,667
31 @wg3998g96 0, 31 @g3998960, 1 0563560,
2018 B. 2017 B. 2017 .
3MO3MO5GH0Eo Logswrm 0blEMdgb@gdo n/a - 3,389
Lso63gbBogom Bobosbo Josmsmogdo n/a - 3,389
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3096(90%9 353990 Lglbgdo

31 wyz9d8g6 0, 31 wy399896 0, 1 0563560,
2018 B. 2017 B. 2017 B.

3M39H 3overo Lybbydo - 6,946 7,468
309639039 35399Mo Lgbbgdo 53m M EGHoBoMJdMYo

- 6,946 7,468
©o0M9dMEgdom, Imosbo
259390 - IMbOEMEBYo 153N IPOBHM BIM OOl / BB gdolL 182
DGl HqabgG30 ) ) (182)
30963939 35399M@o Lybbgdo 53m® EGHoBoMJdMEo

- 6,946 7,286
QoM gdmEgdom, fdobs
3w09b@9dBg 35399mMeo Lglbgdo, LsdsGomosbo o gdmmgdom 8.473
803905-B56 580 (FVTPL) ’ n/a n/a
Lo 3o gbBgdBg 3o398meo gbbgdo 8,473 6,946 7,286

3096390%bg 3953990 Lglbgdol 3mbEgbEMsgos

2018 ol 31 ©9393d60L, 2017 fierob 31 ©93990M0Ls s 2017 Ferol 1 056300l dymdstgmdom, bgbbgdo doMOMOWIE Jo0Ed

L5gdoMMZ9ML BHIOOGMMO5DY, beane, Bo00 goboffowgds aMgdol dobgzom SLgmos:

31 wg3998g960, 31 wg3998g960, 1 0563560,
2018 B. 2017 B. 2017 B.

33O @S 8,473 6,881 5,121

B0B0o3MGHO 306900 - - 66

Ubgs - 65 2,281

mIbBsG nddBY 353990 LaLbydo, dmeosbo 8,473 6,946 7,468

259 3090 - IMbOEMEBYO L3N IOOGHM BIGSEOL / o slvyBgdol 182

B ool Hgbg®30 ) ) (182)

mIbBsG gdYdBY 353990 LoLbydo, Fdobws 8,473 6,946 7,286

3060050 Ls8)oEgd9gd0

d0M0m5©O L5390 gd0L 065303 2018 FHerol 31 ©Y393dMOM EILOYIEGINIEO fierolomzol 9dgao ogm:

bsmgolby
Fgb6m8g80 s IM8307996 ) 330 2bsHH56- bsoxstm
Ba8bsbmBg8ol 339X0 ©> @o Bggbozs o b3mBHea 80M0xm89b9- 389698569
69606980 deafym8oenmds s FG30emm8s  bsdmsergdgdo 8980 SJA03980 beyem
®30mQ 06 9dMEgds

3193083960, 2017 §. 927 877 28,867 389 1,392 - 32,452
B99mbeyermdgdo 12 446 5,076 122 127 9,322 15,105
2LbgolndYdo - (702) (8,234) (120) (335) - (9,391)
GOBLGYHIBO - 495 (785) - - 290 -

31 n398dg6 0, 2018 §. 939 1,116 24,924 391 1,184 9,612 38,166

@G 03bymo 5 GILGgds

31939988960, 2017 §. - - - - - - -

31¢00309d9®o0, 2018 §. - - - - - - -

©5GoEbYIEro (339,

31 093998960, 2017 §. 53 525 14,343 188 841 - 15,950
(33990L ©sbsGHoEbo 9 181 2,892 79 138 3,299
2oUbgolgdgdo (701) (6,980) (109) (335) (8,125)
GO sBLE O 9d0 - 240 (240) - - -

31 ©9398d96 0, 2018 §. 62 245 10,015 158 644 - 11,124

190603 LsdsaEsblm

©o6gdmengds:

31 93988960, 2017 §. 874 352 14,524 201 551 - 16,502

31 ©9398d9G 0, 2018 §. 877 871 14,909 233 540 9,612 27,042
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69606980 dmfgmdoammBs  smFGg0emm8s  bsdnsengBgdo 8980 37903980 Legem
®»30m0 06 gdmegds
10563560, 2017 §. 11,124 1,705 27,613 809 1,812 43,063
B00mbrgenmd)do 1,844 215 3,472 364 191 6,086
asLbgolgdgdo (1 @1 (703) (263) (18) (1,006)
:fsg:&%?o 3m333500b (12,040) (1,022) (1,515) (521) (593) (15,691)
31 0039980960, 2017 §. 927 877 28,867 389 1,392 32,452
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2956L5BO IO o IMbsForgMmdMogz0 396L00L 35¢YdIXddO - - 16,441
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30 900EGH™OM 900 - - 507
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35¢2©YdM9Yd9d0 L5M3JH530M ORIM 06
3 5930569L 1 Herols 20 19 1,823
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L5965 0TLHM O GdM M3GO 5309d0 (1,581) (894)
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3MmbGHOMol Mfg3930 3OMmEgbom, MHolLZgdoL o0doGgodols s JMbGHOMEOL Lbgs dgdsboBagdol d9dzgmdoom. Golgol TsMmm3sl
350059(y39¢)0 9609369 mds 533l XaMBOL M9BEdINOHMBOLIMZ0L s XFMNBOL MOMMYIO MsbsFIMMIgEo 3sbvibolidygdgwos
0L3900L 250mx36905Ls S 50TMBYBsBY MO30LO Logd0sbMBOL BIGAWGBT0. XAMBOL Logd0s6MBLL SbalsMYdL Ls3MIOGHM GO0,
©0330049OMdOL HOLZO S LEdIBOM HOLZ0. LEdSBOM MOLIO Ms30l TBMOZ 04MmRs LEZsFNHM s sMVLZ5FMM MHOLIGOS®. JobmZoL s1Y3Y
©505b5L050YPdY05 LEM3GMOEFOM MOLIYDO.

60ol3gdoL  3MBGHOMEOL  ©s3M30JdIo  3OMEILO 56 FmoEsgl olgm doBBIL Moo, MMYMMOEsS  FIMITM  F0MHMBYdOL,

3996mema0gdlbs o ©IMRJdTdo IMIBEIMO (330 gdGd0. Fomo JMBBHOMEO bEgds XMRBoL LEAMIBHIR0MO  ©RIRTMIOOL
36OHmEgLoo.

©0b 0L Fs60030L bHGXIH2®s

LBOGG“-0b, ,00%0 5506563050l bsdmemm ddmdgwo 3md3sbool 3BsOmMZgEr MmMPbmgdl 3603369wmgsbo faaowo 8godgm
X39BOL MOLZJOOL JoMNZ0L 3Mm39Ld0.

22©0@0L 3mdodgdo

LBOGG“-0b sm@0@Hob 3mdodgdo gbdsmgds ,,00x0 Bs0bs6805ol* @oMgdEHMmMm™ms LodFMb XaMBoL BobIBLMMO s LosbASMOTYYO™
30M039LgdOL HBgEeTHY3gMBT0. 040 93300©Ids BobbLWMHO 96a5M0TRJd9d0L M96I0TEIZMMBL s 35LXYbOLIYJdGE0s OMPMEE
dos 990GHOL GBbJzool oby oMy 99EOGHMMOL G300l FsOMZz5%Y, SBeMOdol 0bxM™MTs300lL Fofimgdsby. 3mdodgdo
39b0bosgl Fgliodsdobmdslimsh, Lsob@M®Is30m  Bgdbmwmmyogdmsb, bsobgm®Togom  WMLsxOEPbMYBLME (Bso TmGOL, 30096~
Ao@MHMbMYdLmB) s Lbzs Lom3gMogom Molggomsb 353806900 3mE0GH03gd0L,  3OMEIEMOIBOLS s  LolEYdgdol
99893GIOMdL s 8F0OME  1sb53IOMIMIL  Holggdol 3MIoGHIBH, MOLZoL FoMmzols s Fos JMmbGHGMEOL LobEydol
989JGIOMdOL Fgnaligdol 3Gm3gLdo.

6ob3ob 3m3o@g@o
LBOGG“-0b ®H0b3gd0l 3mIoBgBo gbvdsMgds ,,00%0 B50656300¢0l* oMYJEHMO™s LedFML XaMBol Golggdol dmbodmcmobado. ogo

3960bosgl XamBol Gol3gdL LEHMOBIA0LMb F0BsMMGdOm, PodMgwgbl s 9330MEYdS MHOLIGOOLsEIO TMHIBMBYEIMBL ©s
oL3OL FOMZOL CBEROLBHOMIBHMO, BgEsdbgEzgmdL MOL3JdOL LEBHMSBHIRA0L FIBbMMEOYYONL, ©s 5MEOGHOL 3MIoGHIBHE
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005039000 LodFm
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503LOMYGOY MOYbMYBL.
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396 99dagl  Lo3MbEMadBH™M  35¢YdIMYdJOOL  TJuEOMEgds. XFMNRBO LoIMIOGH™M MoLIL ToMogl s 93mBGHGMWIRL  Molgol
93ME®dsHy dologol oLoegdo @odo@ol ©sfgbgdom 33O 3MbBHMRI6EJO0L, 1939, FJMFOIROMO, IMYMOMOZO,
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JSC BG Financial and Subsidiaries Management report 2018

Introduction

The 2018 management report (the “Report”) incorporates the essential information, required in the management report
manual by the Service for Accounting, Reporting and Audit Supervision (“SARAS”) of Georgia, related to the JSC BG
Financial (the “Company” or “BG Financial” used interchangeably) and its subsidiaries (together referred to as the
“Group”). Management report includes a review of the Group’s principal activities, which is comprised of a business
overview, financial and non-financial information, development plans, and principal risks and uncertainties the Group
faces.

Taking into consideration, that the Company is a non-operating holding with its two core operating subsidiaries being JSC
Galt & Taggart (Galt & Taggart) and JSC Express Technologies (Express Technologies), the Report will recount the
Group’s stance in above-mentioned components through these two major subsidiaries where appropriate and necessary.

Business overview and principal activities

At a glance

JSC BG Financial is a non-operating holding company comprised of a group of operating companies and provides
brokerage, research, investment banking and asset management services via Galt and Taggart, and card processing and
payment services via Express Technologies. The list of the subsidiaries included in the Group is provided below.

As at 31 December 2017 BGEO Group PLC (formerly known as Bank of Georgia Holdings PLC) was a public limited
liability company incorporated in England and Wales and represented the ultimate parent company of JSC BG Financial.
The shares of BGEO Group PLC were admitted to the premium listing segment of the Official List of the UK Listing
Authority and admitted to trading on the London Stock Exchange's Main Market for listed securities, effective 28
February 2012. On 3 July 2017, BGEO Group PLC announced its intention to demerge BGEO Group PLC into a
London-listed banking business, Bank of Georgia Group PLC, and a London-listed investment business, Georgia Capital
PLC, by the end of the first half of 2018. The demerger was completed on 29 May 2018 and as a result Bank of Georgia
Group PLC became the 100% ultimate sharcholder of JSC BG Financial. As at 31 December 2018, 80.1% of BG
Financial is owned by JSC BGEO Group, while 19.9% is directly held by Bank of Georgia Group PLC, the latter
representing the ultimate parent company of BG Financial.

The Company’s registered legal address is 79 David Agmashenebeli Avenue, Thilisi 0102, Georgia.

The Group structure

As at 31 December 2018, the Group is comprised of following companies. The detailed shareholdings are presented in
Note 2 of the Group’s consolidated financial statements:

BG Financial

Polymath SOLO United Securities Express
Group Registrar of Georgia Technologies

Branch Office of “BG Kapital” in " .
[ Azerbaijan ] Direct D?blt
Georgia

) GALT & TAGGART

PRIVATE EQUITY

Thilisi Stock
Subsidiaries (> 50%)
Investments10-20%
(Belarus) === Associates 20-50%

——— Representative Office
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Business overview and principal activities (continued)

Express Technologies

Express Technologies was established under the Georgian legislation in 2007 and incorporates the subsidiary companies
operating in the electronic payments industry. The aim of creating Express Technologies was to establish the advanced
standards of revolutionary solutions and information technologies in the Georgian payment system. Its services enable
clients to use modern payment systems, reduce operating costs, and improve risk management. Along with a customer-
friendly approach, Express Technologies’ advantage is the effective protection of the customers' personal data and their
property. The companies incorporated in Express Technologies provide services to financial institutions, government
agencies, telecommunications companies, SMEs and individuals. Express Technologies supports JSC Bank of Georgia’s
(subsidiary of the Group’s parent company, JSC BGEO Group) payment system which is the largest in Georgia. By the
end of 2018, Express Technologies had 2.2 million cards in circulation, 17,127 POS terminals and 891 ATMs.

The companies incorporated within Express Technologies are registered under the National Bank of Georgia as payment
system operators and payment service providers, and are under its supervision. The company operates through its
subsidiaries: Direct Debit Georgia LLLC (Direct Debit Georgia), JSC Georgian Card (Georgian Card) and Metro Service+
LLC (Metro Service+). In this sector, Georgian Card is one of the leading processing centers in Transcaucasia, with only
two payment system operators in Georgia. Among the payment service providers, Direct Debit Georgia holds a leading
position due to the scale of its activities. It should be noted that the services offered by the company are distinguished by
their multi-functional and innovative character. Customers can refill the transportation card limits only through the
company’s kiosks and cashiers. As at 31 December 2018, the number of self-service terminals reached almost 3,200.
Metro Service+ is in charge of running and modernising the payment systems in the public transportation network in
Thilisi and Batumi. It has implemented Transport Fare Card Payment System and has been operating in the field of fare
collection and administration in municipal transport and cableway systems for 12 years already. The company operates 33
service centres in Thilisi and Batumi and serves about 700,000 passengers, 1,000 municipal buses and 2,000 minibuses
every day. All three companies under Express Technologies are innovative and adjust to ever increasing novelties in the
market and customer demands. Therefore, Express Technologies creates superior value to its clients through convenience
of its services and contemporary solutions to the challenges in payment business in Georgia.

The company’s registered legal address is 106, Beliashvili Street, Tbilisi, 0159, Georgia, and electronic address is

http://www.et.ge.

Business overview

Express Technologies operates through its subsidiaries in the following areas:

*  ATM and POS terminal network management - Georgian Card services include systemic support and
management of ATMs and POS terminals, including local networks and wireless units within the system, in real time;

*  Transport fare collection automated systems - through Metro Service+, Express Technologies is the sole
provider of public transport payment services in Thbilisi;

*  Customer-friendly software - the Group focuses heavily on design and infrastructure of its software and offers e-
commetrce solutions;

* Network status management - a universal network monitoring system that oversees the operational status of all
ATMs and POS terminals in real time;

*  Transaction processing - the basic function of Georgian Card as the processing center is to provide secure
interconnections with affiliates and card holding merchants and other service providers. A wide range of processing
devices operate on Visa, MasterCard, American Express, UPI and Dinet's Club debit and credit cards (including
contactless), in particular, magnetic and chip card applications;

*  Card personalisation - Georgian Card can print any quantity of personalised design cards and provide clients a
convenient combination of innovative technologies and services through its multi-platform infrastructure and
international partners;

*  Multifunctional self-service terminals - the self-service terminals, available country-wide in Georgia, ate tailored to
demands of clients and allow to pay for services offered by a wide range of service providers (utility and cable TV
providers, mobile, telephone and internet operators, taxes included in the state budget, parking and transportation
costs, banking services, such as deposits, credit and other payments, charitable donations, tickets for cinema, theatre
and other events, among others). The company also supports self-service terminal network of JSC Bank of Georgia;

*  Specialised self-service terminals — were introduced in 2017 and are intended for the companies that have high
daily turnover in cash. The terminals enable the businesses to deposit the cash onto their accounts in the shortest
time possible;

=  Cashier-operators - Direct Debit Georgia operates a one-stop-shop principle for providing quality services through
its cashier-operators at the public service halls, service development agencies, medical establishments, the offices of
the KazTransGas Thilisi LL.C and Batumi customs clearance zone.
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Business overview and principal activities (continued)
Galt and Taggart

Galt & Taggart was established under the Georgian legislation in 1995. Since 2000, the company operates as a brokerage
house under the broker license issued by the National Bank of Georgia in 2014. Galt & Taggart is a fully owned subsidiary
of BG Financial.

The company has established itself as leading investment banking and investment management services provider company
in Georgia and is at the forefront of capital markets development in the country. The company’s expertise is leveraged
through Galt & Taggart’s core activities: Investment banking, brokerage and research.

Galt & Taggart’s investment banking services are focused on two areas, namely, corporate advisory and capital markets.
The company provides financial advisory services to private and public entities, private equity houses and high net worth
individuals in both domestic and cross-border transactions, and among others, include mergers and acquisitions, strategic
advisory services, financial restructuring, valuation, etc. The company has a proven track record of more than 30
completed transactions over the past eight years. Galt & Taggart has the most active team in debt capital markets in the
Caucasus region. Since 2014, Galt & Taggart acted as a lead and co-manager in a number of successful public and private
placements of debt securities issued by corporate entities as well as international financial institutions. In total, Galt &
Taggart has a track record of c.US$1.5 billion debt securities placement, including Eurobonds, since 2014.

Galt & Taggart is the largest brokerage house in Georgia covering ¢.90% of the total market and one of the leading in the
region that provides competitive brokerage services for the global and regional hard-to-reach markets, as well as Over-
The-Counter (OTC) operations. Bank of Georgia, which is the exclusive sub-custodian of Clearstream in the region,
provides Galt & Taggart brokerage with custodian services. The company provides services to up to 3,000 clients, among
them resident and non-resident individuals and corporate entities. Licensed by the National Bank of Georgia, the
company has a reputation for top-quality services provider, demonstrated through its multi-asset and multi-market
brokerage proposition. The company’s brokerage arm offers its clients two types of investment accounts: G&T Brokerage
and G&T Trader. The former is a traditional (execution) brokerage service, whereby trades are placed via private broker
on the basis of a given order. The latter is an online multi-asset trading platform, where the clients can trade
independently. Since 2015, Galt & Taggart offers online trading services through G&T Trader via White Label
Partnership with Saxo Bank, Danish fintech investment bank with the leading position in online investing and trading
operations. With an account with G&T Trader, a client can execute transactions on all major international exchanges and
trade up to 34,000 different products from a single account. Galt & Taggart actively cooperates with international
custodian banks such as Clearstream and Eurocleat.

The company’s objective is to position itself as a best-in-class brokerage service provider company with a full range of
investment products and services, including trade execution, custody and financing. Galt & Taggart is in compliance with
international ethical standards, as well as with all requirements and recommendations issued by the National Bank of
Georgia and Financial Monitoring Service of Georgia. The compliance with international and local standards is overseen
by Anti Money Laundering (AML) unit of the company and is inseparable part of its brokerage business.

Galt & Taggart’s research arm offers our clients macroeconomic and in-depth sector researches, e.g. in energy, healthcare,
tourism, agriculture, as well as corporate researches on Georgian Railway, Georgian Oil and Gas Corporation, etc. and
fixed income market coverage. The reports are available on multiple news platforms, e.g. Bloomberg, Capital 1Q),
Thomson Reuters, etc. Galt and Taggart had ¢.6,000 subscribers to its research services as of 31 December 2018 and
published over 110 macroeconomic and sector reports in 2018.

Galt & Taggart frequently organises conferences to introduce its research findings on current opportunities in various
sectors to the Government entities, corporate sector and investors. The company’s objective is to provide timely and
useful information to its existing and potential investors, who consider investing in Georgian economy and capital market.

Galt & Taggart’s registered legal address is 79, Agmashenebeli Avenue, Thilisi, 0102, Georgia, and electronic address is
https://galtandtaggart.com.
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Financial and non-financial information overview

The Group’s financial results highlights

The Group prepares consolidated financial statements in accordance with International Financial Reporting Standards
(“IFRSs”) and International Financial Reporting Interpretations Committee (“IFRIC”) interpretations issued by the
International Accounting Standards Board (“IASB”) effective for 2018 reporting. The detailed financial results can be
found in the Group’s audited consolidated financial statements as of and for the year ended 31 December 2018. The
highlights of the Group’s financial results are presented below:

Consolidated statement of financial position highlights 2018 2017
Thousands of Georgian Lari
Total assets 113,761 125,930
Total equity attributable to shareholders of the Company 57,027 51,182
Non-controlling interests 179 169
Total equity 57,206 51,351
Total liabilities 56,555 74,579
Consolidated income statement highlights
Thousands of Georgian Lari
Revenue 31,423 22,901
Operating expenses (24,390) (19,673)
Net non-recurring items (1,677) 6,020
Profit for the year from continuing operations 5,356 9,202
Profit from discontinued operations - 17,468
Profit for the year 5,356 26,670
Total profit attributable to:
Shareholders of the Company 5,346 26,662
Non-controlling interests 10 8
Total comprehensive income for the year 5,301 26,544
Sharebolders of the Company 5,291 26,536
Non-controlling interests 10 8

On 30 June 2017 the Group sold its subsidiary Georgian Leasing Company LLC (“GLC”) to JSC Bank of Georgia for a
cash consideration of GEL 10.1 million. As at the date of disposal the net assets of GLC was GEL 4.6 million. On 26
December 2017 the Group repurchased its own shares from its shareholder JSC BGEO Group in exchange of transfer of
JSC Insurance Company Aldagi (“Aldagi”) shares to JSC BGEO Group. As at the date of deconsolidation the net assets
of Aldagi was GEL 41.0 million. GLC and Aldagi each represented the Group’s major line of business (leasing and
property and casualty insurance, respectively) and as such, meet the definition of a discontinued operation.

For the details of the Group’s net non-recurring items in 2018 and 2017, refer to Note 18 of the Group’s consolidated
financial statements.

Non-financial information
Our peaple

Employee headcount in 2018 reached about 698 employees in Express Technologies and 40 employees in Galt and
Taggart. The companies within the Group do their best to attract the most motivated and committed people. Human
capital plays crucial role in success of the Group’s activities, therefore, it tries to create optimal conditions for effective
labor and career development. The basis for employee oriented approach is fairness, which the Group tries to
demonstrate by providing adequate compensation, additional bonuses and by respecting diversity. The Group
understands and undertakes its responsibility before the employees. At the same time, it requires the fair and reasonable
attitude from its employees towards their work, which is clearly outlined in the respective companies’ internal Code of
Conduct and Code of Ethics.

Health and safety at the workplace

Georgian legislation sets out minimum safety standards at a workplace. The Group tries to embrace internationally
recognised best practices and create a safe and healthy environment for its employees. The offices are equipped with fire
protection infrastructure. Trainings are delivered for the staff on the methods of accidents prevention and on immediate
response during the natural disasters and unforeseen circumstances. The business continuity management policy is in
place within the Group companies and special team is appointed, who are responsible for managing crisis situations.
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Financial and non-financial information overview (continued)

Healthy work environment

The Group realises that its employees are the guarantee to its success, therefore, it tries to create equal development
opportunities for everyone. The Group’s priority is to strictly protect personal data of its employees and customers and
the adequate risk protection mechanisms are subject to the petiodic revision and update. The information on the type of
personal data catalogues, kept in the companies within the Group is available on the official website of the Personal Data
Protection staff.

Prevent corruption

Corruption and bribery, despite its form and type, are not allowed within the Group. The Group strictly evaluates any
action and transaction that may be perceived as an unlawful influence on the decisions made in relation to the Group. In
order to regulate this area, the Group companies use quite an extensive policy on the management of the conflict of
interest, while specially defined structural units carry out control procedures to ensure that any employee or any action
performed by or within the Group is in compliance with this policy.

Strategic focus and future plans

BG Financial’s two major subsidiaries, Express Technologies and Galt & Taggart, are leading companies in their
respective fields. Express Technology is dedicated to maintaining advanced payment standards in Georgia and aims to
offer its clients ever improving and cutting-edge payment experience. Galt & Taggart is a primary market player in
Georgia’s developing capital markets and it aims to leverage its superior knowledge and capital markets capabilities in the
Georgian and neighbouring markets both in terms of reach and the expertise that it has accumulated during the past
several years through its corporate advisory, debt and equity capital market research and brokerage practices united under
Galt & Taggart.

Express Technologies

In 2017, JSC Bank of Georgia won a tender, organised by Thilisi City Hall, for the modernisation of the public
transportation payment system in Thilisi. As a result, Bank of Georgia will continue to be the sole provider of payment
support services to the public transport network, and operate Express branches in Thilisi metro (i.e. subway) stations for
the next ten years. As part of the tender mandate and the bank’s own digitalisation strategy, Bank of Georgia is
implementing a modern digital payment system across the public transport network in Thbilisi, including payment
processing using Visa and MasterCard catds, and creating a digital platform for ticket reservations and purchases through
mobile applications. Metro Service+, as the subcontractor of the bank, is responsible for implementing the tender terms,
and Georgian Card and Direct Debit Georgia will also provide the support within the project. The Express Technologies
group will integrate international cards into the payment system in Georgian transport.

Direct Debit Georgia has been actively increasing the number of service channels since 2006. In the future, it plans to
increase the coverage area throughout Georgia, providing all territorial units with services that are inseparable from
everyday life and are the guarantee of safe, secure and quick payment service for the majority of the population. Over the
past five years, the number of payment channels increased by about 19%, and the 2018 turnover was about 53% higher
than the turnover of 2017. The company’s goal is to continue focus on its business growth and improve the quality and
efficiency in the process.

Georgian Card is continually updating services and introducing innovations. The company’s goal is to protect to the
maximum extent all the entities involved in its system and to provide with simple and comprehensive service. To fulfil
this goal, every year the company undergoes the security and other audits and is ready to face new challenges and to
introduce even higher standards on the market.

Going forward, Express Technologies group intends to make the services offered to its clients more diverse and expand
the clientele base and target more businesses with innovative projects.
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Strategic focus and future plans (continued)

Galt and Taggart

Galt & Taggart, which brings investment banking, research and brokerage services under one brand, continues to develop
local capital markets in Georgia and aims to facilitate more transactions in equity, as well as debt capital markets. In this
regard, the company plans to work on raising awareness on capital market instruments among investors and borrowers. It
plans to regularly meet with the companies that are ready to raise funds in the capital market and share with them the
information about capital markets as an alternative way to attract financial resources. Simultaneously, at the time of a
specific security issuance, the company will hold presentations with potential investors regarding securities as an
alternative opportunity to invest free resources. Galt and Taggart is expanding its cooperation with JSC Bank of Georgia’s
SOLO premium segment and wealth management, who are a primary force behind sales. At the same time, it is working
on attracting new potential retail, as well as institutional investors.

Galt and Taggart’s aim is to offer its investors diversified products. Even though the current legislation does not support a
structure of a fund, the company is creating alternative products whose benefits and advantages resemble those of a fund.

Galt & Taggart plans to expand its consulting business. There is a particularly significant potential in mergers and
acquisitions (M&A), as the market players increasingly appreciate the need for a qualified consultant’s involvement. In this
regard, the company actively conducts various business sector analyses in order to identify opportunities for potential
consolidations and then initiate the transaction. It is widening an international network of partners, which makes M&A
transactions more likely to succeed. Galt & Taggart works closely with Georgian banks and delivers complete advisory
solutions to corporate clients.

In its brokerage business, the company aims to position itself as a best-in-class service provider in Georgia offering the
most diverse products in terms of regional coverage, asset type and structure. The company has an ambition to compete
with regional brokerage houses, therefore, plans to develop and improve the operations in several directions. First, client
on-boarding and trade execution process, as well as other internal procedures will be improved. The team is working on
several projects that will make client identification/verification process from AML perspective morte efficient. Due to the
new software enhancements, transaction monitoring and automation of transaction processing will be more efficient and
will reduce manually executed processes to a minimum. In addition to improving internal processes, the company is
shifting its approach from a product to client-centric concept. Its goal is to be a company tailored to client needs and
offer its clients the products and services that will address their needs. For that purpose, Galt and Taggart is planning to
launch an internet banking platform, Brokerage Client Dashboard, for its brokerage business, where clients will be able to
track their portfolio performance and make informed decisions on future actions.

In Galt & Taggart research, the company plans to expand the coverage area of Georgian economic sectors, so that its
clients have full-spectre view of the country’s investment potential. In this regard, the company finds it important that a
platform for dialogue between private and public sectors gets stronger. The team plans to prepare researches to investors
interested in purchasing securities issued by Georgian companies. As a leading player in local capital markets
development, Galt and Taggart plans to study investment instruments, liquidity and risks and work on prognoses based
on that research.

Principal risks and uncertainties

Both Express Technologies and Galt & Taggart identify, evaluate, manage and monitor the risks that they face through
integrated control frameworks supported by formal policies and procedures, cleatly delegated authority levels and
comprehensive reporting.

Market risk

Market risk is the risk of change of the fair value of financial instruments as a result of market factors, such as the
fluctuations in interest rates, foreign currency exchange rates and equity prices. The most common types of market risks
include interest rate risk, equity risk, currency risk and commodity risk. The Group is not exposed to any significant
market risk except for the currency risk, which is the risk that the value of a financial instrument will fluctuate due to
changes in foreign exchange rates. The Group entities closely analyse and monitor the foreign exchange positions on
currencies to which they have significant exposure and effect monetary assets and liabilities, as well as the effect of the
local currency exchange rate changes.

The detailed analysis of currencies the Group has significant exposure to on its monetary assets and liabilities as of 31
December 2018 and 2017 and the effect of a reasonably possible movement of the currency rates against the Georgian
Lari on the income statement is disclosed in Note 19 of the Group’s consolidated financial statements.
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Principal risks and uncertainties (continued)

Liquidity risk

Liquidity risk is the risk that the Group will not be able to timely service all its financial liabilities originated in the normal
or stressful conditions. The liquidity risk is closely analysed and managed by the management of both Express
Technologies and Galt and Taggart. As at 31 December 2018 and 2017, based on the analysis of the Group’s financial
assets and liabilities according to their contractual maturities, the Management believes that liquidity is sufficient to meet
the Group’s present requirements. The Group companies have always been fulfilling their contractual obligations and
have never experienced a default.

Credit risk

Credit risk stems from the possibility that either of the counterparties will fail to meet contractual obligations. Companies
engaged in securities trading face this risk in over-the-counter (OTC) transactions. Credit risk can be minimised through
efficient risk management procedures, diligent analysis of a counterparty and hedging. The Group manages and controls
credit risk by setting limits on the amount of risk it is willing to accept for individual counterparties and for geographical,
industry, product and currency concentrations, and by monitoring exposures in relation to such limits. The Group has
established a credit quality review process to provide early identification of possible changes in the creditworthiness of
counterparties. Galt & Taggart conducts rigorous due diligence on every issuer it works with in order to avoid a default on
contractual obligations on the issuet’s side, which would in turn become a reputational risk for the company. Based on the
information on hand, the company informs the investors on any potential risk factors. As at 31 December 2018 and 2017,
all of the Group’s loan-related lines in the statement of financial position are neither past due nor impaired.

Operational risk

Operational risk is a possibility of loss caused by inadequate, inefficient or failed processes, procedures and systems.
Among numerous causes of operational risk in companies like Galt & Taggart and Express Technologies are fraud,
flawed and misleading financial/managerial accounting and reporting, unauthortised trading, malfunctioning trading
platforms, etc. In order to minimise such risks, the companies constantly improve the processes and procedures for more
automation, which reduces the probability of human error. Furthermore, the procedures are in place that serve to
segregation of duties, access, authorization and reconciliation procedures, staff education and assessment processes.
Employees use a double-checking mechanism, which serves to reduction the reporting errors and prevention of fraud, so
that the final product is reliable to be used in future planning.

Regulations risk

The absence of a capital markets long-term development plan from the Georgian Government, including specific
regulatory changes and predetermined action plan that would help the company put forward a prognosis and develop its
own strategy accordingly, makes it challenging for Galt & Taggart to build business plans. Some of the preferential
regimes in Georgian legislation aimed at capital market development are fixed for a certain period, while others can be
easily amended. All of these make long-term planning difficult and less precise.

The risk management process at Galt & Taggart is in compliance with international standards established in financial
industry. The procedures and the sequence of the processes have been created in accordance with the current legislation,
regulatory requirements and own experience. Nevertheless, since the regulatory authority challenges the local market to
implement international standards and harmonise the local practice with international best practice, the company does not
rule out that these regulations might inadvertently be introduced overlooking, or with little regard to a low level of capital
market development in Georgia. This might initially hamper the development of brokerage services locally and reduce
their competitiveness on the global scale.

Fraud prevention

Along with the development of information technology, the types of crime have become more diverse. The damage to
property may be caused as a result of fraud and unscrupulous behavior of consumers.

Galt & Taggart and Express Technologies have well-functioning procedures in place aimed at preventing fraud, both of
internal and external origins. The employees follow a multiple step validation process to execute transactions, open
accounts, set limits on fund transfers, etc. All of these activities involve verification and approval on various levels. It is
forbidden to transfer funds to unverified accounts. Companies also control the incoming orders through verified
methods.
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Principal risks and uncertainties (continued)

Information security

In the 21st century, a significant threat to all businesses is the increased cyber and phishing attacks. The financial sector is
the priority target for the criminals, therefore, the Group is aware of the ongoing attack attempts and introduces the
highest standards of information security in Galt & Taggart and Express Technologies. The protection mechanisms
include the cutting-edge and well-known products that are designed to protect internal network from external impacts, as
well as the leak of sensitive information within the network. For the purpose of monitoring existing devices, appropriate
software is used to control each event generated in the Express Technologies devices and consumer’s personal computers.
Galt & Taggart conducts regular assessment of the processes and information security in the company which serves as a
guidance for future strategies. Staff awareness raising training is often carried out at both companies in order to provide
information security. Employees are equipped with strictly defined instructions on how to behave in any suspicious
situation.

Anti-money laundering

All the companies incorporated within Express Technologies are in compliance with international ethics standards in fight
against money laundering and terrorism funding. Top priority, when partnering with a counterparty, is to investigate the
partner’s profile and prevent a turnover of the funds from illicit origins. In suspicious cases, the company appeals to the
competent authorities for instructions and adequate response.

Galt & Taggart is dedicated to compliance with international ethics standards in order to prevent money laundering and
terrorism financing cases in its operations. The company has anti-money laundeting policy/procedutes in place, written in
accordance with Georgian legislation on Facilitation and Prevention of Illicit Income and regulation on Receiving,
Systemising and Processing the Information by the Brokerage Companies and Forwarding to the Financial Monitoring
Service of Georgia. The document is also consistent with the recommendations issued by Financial Action Task Force
(FATF) and the EU directives. The company verifies clients through KYC and AML/CFT risk assessment and
management policy. AML trainings are conducted for respective employees on an annual basis.

Both Express Technologies and Galt & Taggart consider all requirements and recommendations of the National Bank
and the Financial Monitoring Service of Georgia and actively cooperate with them to prevent channeling of illicit income
and financing of terrorism. The Group has not identified any dubious cases of illegal transactions either through the
payment business, or Galt & Taggart.

Persons responsible for the preparation and submission of the Report

The Board of Directors of JSC BG Financial is responsible for the preparation and submission of the Group’s
Consolidated Financial Statements and Management report.

The management report was approved by the Board of Directors on 19 September 2019 and signed on its behalf by:

Archil Gachechiladze Chief Executive Officer

Sulkhan Gvalia Chief Financial Officer

19 September 2019
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INDEPENDENT AUDITOR’S REPORT
To the Shareholders and the Management of JSC BG Financial

Opinion

We have audited the consolidated financial statements of JSC BG Financial (the “Company”) and its subsidiaries (together —
“the Group”), which comprise the consolidated statement of financial position as at 31 December 2018, and the consolidated
income statement, consolidated statement of comprehensive income, consolidated statement of changes in equity and
consolidated statement of cash flows for the year then ended, and notes to the consolidated financial statements, including a
summary of significant accounting policies.

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

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (“ISAs”). Our responsibilities under those
standards are further desctibed in the Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements section of our
report. We are independent of the Group in accordance with the International Ethics Standards Board for Accountants’ Code
of Ethics for Professional Accountants (the “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.
Empbhasis of Matter - Transactions with Related Parties

We draw attention to Note 22 to the consolidated financial statements, which describes a significant concentration of the
Group’s transactions with related parties. Our opinion is not modified in respect of this matter.

Other Matters

The preliminary consolidated financial statements of the Group for the year ended 31 December 2017 were audited by another
auditor who expressed unmodified opinion on those statements on 27 September 2018.

As part of our audit of 2018 consolidated financial statements, we also audited the restatement described in Note 5 that was
applied to amend 2017 preliminary consolidated financial statements. In our opinion, such restatement is appropriate and has
been propetly applied. We were not engaged to audit, review, or apply any procedures to the 2017 preliminary consolidated
financial statements of the Group, other than with respect to the restatement and, accordingly, we do not express an opinion or
any other form of assurance on the 2017 preliminary consolidated financial statements taken as a whole.

Otbher Information included in the Group’s Management Report

Management is responsible for the other information. Other information comprises the information included in the Group’s
Management Report other than the consolidated financial statements and our auditor’s report thereon. Our opinion on the
consolidated financial statements does not cover the other information.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other information
identified above and, in doing so, consider whether the other information is materially inconsistent with the consolidated
financial statements or does not materially comply with the requirements of the respective regulatory normative acts, or
otherwise appears to be materially misstated based on our knowledge obtained in the audit. If, based on the work we have
performed on the other information, we conclude that there is a material misstatement of the management report, we are
required to report that fact. We have nothing to report in this regard.

In our opinion, based on the work performed in the course of our audit, the information given in the Management Report, in all
material respects:

> Is consistent with the consolidated financial statements for the year ended 31 December 2018; and
> Includes the information required by the Law of Georgia on Accounting, Reporting and Auditing and complies with
respective regulatory normative acts.

Closer to you

12, Aleksidze str. | King David Business Center | Thilisi 0171 Georgia | s¢gjuodol J.12 | 3obbgls 3gb&®o 306g ©3g3000 | Mdogrolo 0171
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Responsibilities of Management and Those Charged with Governance for the Consolidated Financial Statements

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

In preparing the consolidated financial statements, management is responsible for assessing the Group’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 Group or to cease operations, or has no realistic alternative but to do so.

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

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to 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 usets taken on the basis of these consolidated financial statements.

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

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

> Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and whether
the financial statements represent the underlying transactions and events in a manner that achieves fair presentation.
> Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within

the Group to express an opinion on the consolidated financial statements. We are responsible for the direction, supervision
and performance of the Group audit. We remain solely responsible for out audit opinion.

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

The engagement partner responsible for the audit resulting in this independent auditot's report is Gela Mghebrishvili.

Gela Mghebrishvili

For and on behalf of Nexia TA LLC
Thilisi, Georgia

19 September 2019

Closer to you

12, Aleksidze str. | King David Business Center | Thilisi 0171 Georgia | s¢gjuodol J.12 | 3obbgls 3gb&®o 306g ©3g3000 | Mdogrolo 0171
Usgdo®omggeme | T: +995 32 25 606 25 | info@nexia.ge | www.nexia.ge

12


http://www.colliers.com/en-ge/georgia/featured/king-david-business-centre
mailto:info@nexia.ge%20%7C
http://www.nexia.ge/

JSC BG Financial and Subsidiaries

Consolidated Financial Statements

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 December 2018
(Thousands of Georgian Lari)

Assets

Cash and ash equivalents
Amounts due from credit institutions
Trading securities
Investment securities
Loans to customers
Finance lease receivables
Insurance premiums receivable
Prepayments

Inventories

Investment properties
Property and equipment
Goodwill

Intangible assets

Income tax assets

Other assets

Total assets

Liabilities

Client deposits

Acounts payable
Amounts owed to credit institutions
Debt securities issued
Insurance contract liabilities
Other insurance liabilities
Income tax liabilities

Other liabilities

Total liabilities

Equity

Share aapital

Additional paid-in eapital
Treasury shares

Other reserves

Retained earnings

Total equity attributable to shareholders of BGF

Non-controlling interests
Total equity
Total liabilities and equity

1 January
Notes 2018 2017% 2017
6 50,376 74,588 54,300
7 1,043 557 24,928
8 n/a 6,517 6,667
8 5,769 - 3,389
9 8,473 6,946 7,286
. - 32,623
- - 24,713
3,347 5,960 7,231
4,287 3,758 3,212
1,362 1,362 1,795
10 27,042 16,502 27,204
- - 15,454
6,816 4,577 5,536
- 94 1,938
11 5,246 5,069 47,533
113,761 125,930 263,809
6 14,885 25,100 14,786
12 26,131 36,168 26,701
13 1,083 3,739 20,421
- - 25,545
- - 41,542
- - 8,235
- 4 1,694
11 14,456 9,568 31,411
56,555 74,579 170,335
15
2,052 2,052 2,052
28,865 28,865 83,456
(276) (276) -
(8,817) (8,801) (8,675)
35,203 29,342 16,480
57,027 51,182 93,313
179 169 161
57,206 51,351 93,474
113,761 125,930 263,809

The financial statements were approved by the Board of Directors on 19 September 2019 and signed on its behalf by:

Archil Gachechiladze

Sulkhan Gvalia

19 September 2019

Chief Executive Officer

Chief Financial Officer

* Certain amounts do not correspond to the 2017 preliminary consolidated financial statements as they reflect the effects of the restatement as

described in Note 5.

The accompanying notes on pages 18 to 44 are an integral part of these consolidated financial statements.
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JSC BG Financial and Subsidiaries

Consolidated Financial Statements

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

Interest income
Interest income calaulated using EIR method:
Investment securities
Amounts due from credit institutions
Other interest income:
Loans to austomers measured at FVTPL

Interest expense

Amounts owed to credit institutions

Net interest income

Fee and commission income
Fee and commission expense
Net fee and commission income

Net foreign currency gains (losses)

Net real estate gain

Net gain from trading securities

Net losses on finandal assets at fair value through profit or loss
Other income

Rewenue

Salaties and other employee benefits

Administrative expenses

Depredation and amortisation

Other operating expenses
Operating expenses

Net operating income before non-recurring items
Net non-recurring items

Profit before income tax expense from continuing
operations

Income tax expense

Profit for the year from continuing operations
Profit from discontinued operations

Profit for the year

Total profit attributable to:

— shareholders of BGF
— non-controlling interests

Profit from continuing operations attributable to:
— shareholders of BGF

— non-controlling interests

Profit from discontinued operations attributable to:
— shareholders of BGF

— non-controlling interests

Notes 2018 2017*
682 64
489 380
1,430 1,192
2,601 1,636
(143) (287)
(143) (287)
2,458 1,349
28,868 21,462
(4,643) (3,773)
16 24,225 17,689
248 (8)
1,148 864
n/a 643
(378) n/a
3,722 2364
31,423 22,901
17 (14,601) (12,809)
17 (6,243) (4,018)
(2,961) (2,503)
(585) (343)
(24,390) (19,673)
7,033 3,228
18 (1,677) 6,020
5,356 9,248
- (46)
5,356 9,202
_ 17,468
5,356 26,670
5,346 26,662
10 8
5,356 26,670
5,346 9,194
10 8
5,356 9,202
: 17,468
- 17,468

* Certain amounts do not correspond to the 2017 preliminary consolidated financial statements as they reflect the effects of the restatement as

described in Note 5.

The accompanying notes on pages 18 to 44 are an integral part of these consolidated financial statements.
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JSC BG Financial and Subsidiaries

Consolidated Financial Statements

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2018
(Thousands of Georgian Lari)

Profit for the year

Other comprehensive loss from continuing operations
Other comprebensive loss from continuing operations to be reclassified to profit or loss in subsequent
periods:
— Loss from autrengy translation differences
Net other comprehensive loss from continuing operations to be reclassified to profit

or loss in subsequent periods
Other comprehensive loss for the year, net of tax

Total comprehensive income for the year from continuing operations
Total comprehensive income for the year from discontinued operations
Total comprehensive income for the year

Total comprehensive income attributable to:
— sharcholders of BGF

— non-controlling interests

Total comprehensive income from continuing operations attributable to:
— shareholders of BGF

— non-controlling interests

Total comprehensive income from discontinued operations attributable to:
— shareholders of BGF

— non-controlling interests

Notes 2018 2017%

5,356 26,670
(55) (126)
(55) (126)
(55) (126)
5,301 9,076
. 17,468
5,301 26,544
5,291 26,536
10 8
5,301 26,544
5,291 9,068
10 3
5,301 9,076
. 17,468
- 17,468

* Certain amounts do not correspond to the 2017 preliminary consolidated financial statements as they reflect the effects of the restatement as

described in Note 5.

The accompanying notes on pages 18 to 44 are an integral part of these consolidated financial statements.
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JSC BG Financial and Subsidiaries

Consolidated Financial Statements

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2018

(Thousands of Georgian Lari)

1 January 2017
Profit for the year
Other comprehensive loss for the year
Total comprehensive income for the year
Increase in equity arising from share-based
payments
Dividends to shareholders
of the BGF (Note 15)
Purchase of treasury shares
31 December 2017*
Adoption of IFRS 9 (Note 3)
1 January 2018*
Profit for the year
Other comprehensive loss for the year
Total comprehensive income for the year
31 December 2018

Attributable to sharebolders of BGF

Additional Non-
Share paid-in Treasury  Other Retained controlling Total
capital capital shares  reserves earnings Total interests equity
2,052 83,456 i (8,675) 16,480 93,313 161 93,474
- - - - 26,662 26,662 8 26,670
- - - (126) - (126) - (126)
- - - (126) 26,662 26,536 8 26,544
- (CD) - - - (55) - (55)
- - - - (13,800) (13,800) - (13,800)
- (54,536) (276) - - (54,812) - (54,812)
2,052 28,865 (276) (8,801) 29,342 51,182 169 51,351
- - B - 554 554 - 554
2,052 28,865 (276) (8,801) 29,896 51,736 169 51,905
- - - - 5,346 5,346 10 5,356
- - - (16) 39) (55) - (55)
- - - 16) 5,307 5,291 10 5,301
2,052 28,865 (276) (8,817) 35,203 57,027 179 57,206

* Certain amounts do not correspond to the 2017 preliminary consolidated financial statements as they reflect the effects of the restatement as

described in Note 5.

The accompanying notes on pages 18 to 44 are an integral part of these consolidated financial statements.
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JSC BG Financial and Subsidiaries

Consolidated Financial Statements

CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 December 2018
(Thousands of Georgian Lari)

Cash flows from operating activities
Interest received
Interest paid
Fees and commissions received
Fees and commissions paid
Net cash inflow from real estate
Net realised gain from trading securities
Net realised gains on finandal assets at fair value through profit or loss
Net realised (losses) gains from foreign currendes
Other income received
Salaries and other employee benefits paid
General and administrative and operating expenses paid
Cash flows from operating activities from continuing operations before
changes in operating assets and liabilities

Net increase in operating assets
Prepayments and other assets

Net increase (decrease) in operating liabilities

Client deposits

Other liabilities
Net cash flows from operating activities from continuing operations
before income tax

Income tax paid
Net cash flows from operating activities from continuing operations

Net aash flows from operating activities of
discontinued operations
Net cash flows from operating activities

Cash flows used in investing activities
Proceeds from disposal of subsidiary, net of cash disposed
Cash outflow from issue of loans to customers
Reduction (placement) of amounts due from aedit institutions
(Payment) receipt of amounts owed to aedit institutions
Net purchase of property and equipment and intangible assets
Net cash flows used in investing activities from continuing operations

Net aash flows from investing activities of
discontinued operations
Net cash flows used in investing activities

Cash flows used in financing activities
Dividends paid
Purchase of treasury shares
Net cash used in financing activities from continuing operations

Net cash used in financing activities
Effect of exchange rates changes on cash and cash equivalents
Net (decrease) increase in cash and cash equivalents

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

The accompanying notes on pages 18 to 44 are an integral part of these consolidated financial statements.

Notes 2018 2017
1,171 1,636
(143) (287)

28,868 25,455
(4,643) (3,773)
1,148 1,276
n/a 793
830 n/a
(78) 222
4,328 3,244
(14,260) (12,276)
(14,436) (3,973)
2,785 12,317
(1,523) (3,080)
(10,215) 10,314
4314 12,158
(4,639) 31,709
- (458)
(4,639) 31,251
- 8,341
(4,639) 39,592
- 3,947
- 72
(486) (557)
(2,656) 1,047
(16,757) (5,813)
(19,899) (1,448)
- 273
(19,899) (1,175)
- (13,800)
- (3,580)
- (17,380)
- (17,380)
326 (749)
(24,212) 20,288
6 74,588 54,300
6 50,376 74,588
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JSC BG Financial and Subsidiaries Notes to Consolidated Financial Statements

(Thonsands of Georgian Lari)

Principal Activities

JSC BG Financial (“BGF”) makes up a group of companies (the “Group”) and provides brokerage, investment
management, card and payment services to corporate and individual customers. The list of the companies included in the
Group is provided in Note 2.

BGPF’s registered legal address is 79 David Agmashenebeli Avenue, Tbilisi 0102, Georgia.

As at 1 January 2017 and 31 December 2017 BGEO Group PLC (“BGEO PLC”, formetly known as Bank of Georgia
Holdings PLC) was a public limited liability company incorporated in England and Wales and represented the ultimate
parent company of JSC BG Financial. The shares of BGEO PLC were admitted to the premium listing segment of the
Official List of the UK Listing Authority and admitted to trading on the London Stock Exchange PLC's Main Market for
listed securities, effective 28 February 2012.

On 3 July 2017, BGEO Group PLC announced its intention to demerge BGEO Group PLC into a London-listed
banking business, Bank of Georgia Group PLC, and a London-listed investment business, Georgia Capital PLC, by the
end of the first half of 2018. The demerger (hereafter referred to as “the demerger”) was completed on 29 May 2018 and
as a result Bank of Georgia Group PLC (“BOGG”) became the 100% owner of JSC BG Financial. As at 31 December
2018 Bank of Georgia Group PLC represented the ultimate parent company of BG Financial.

As at 31 December 2018, 31 December 2017 and 1 January 2017, JSC BGEO was the principal immediate shareholder of
BG Financial:

31 December 31 December 1 January
Shareholder 2018 2017 2017
JSC BGEO Group 80.10% 100.00% 100.00%
Bank of Georgia Group PLC 19.90% 0.00% 0.00%
Total 100.00% 100.00% 100.00%

Basis of Preparation

General

These consolidated financial statements, for the year ended 31 December 2018, are the first complete set of consolidated
financial statements the Group has prepared and they are in accordance with International Financial Reporting Standards
(“IFRS”) and International Financial Reporting Interpretations Committee (“IFRIC”) interpretations issued by the
International Accounting Standards Board (“IASB”) effective for 2018 reporting. For the year ended 31 December 2017,
the preliminary consolidated financial statements were prepared by the Group using IFRSs in accordance with the
guidance prescribed by IFRS 1 First-Time Adoption of International Financial Reporting Standards using assumptions
about the standards and interpretations expected to be effective, and the policies expected to be adopted, when the Group
would prepare its first complete set of consolidated financial statements as at 31 December 2018, except for the IFRS 9
Financial Instruments that was chosen to be adopted at the mandatory effective date.

These financial statements are prepared under the historical cost convention except for:

. the measurement at fair value of financial assets and investment securities, detivative financial assets and liabilities
and investment properties;
. the measurement of inventories at lower of cost and net realisable value.

The financial statements are presented in thousands of Georgian Lari (“GEL”), except per-share amounts and unless
otherwise indicated.

Going concern

The Management Board of BGF has made an assessment of the Group’s ability to continue as a going concern and is
satisfied that it has the resources to continue in business for a period of at least 12 months from the date of approval of
the financial statements. Furthermore, management is not aware of any material uncertainties that may cast significant
doubt upon the Group’s ability to continue as a going concern for the foreseeable future. Therefore, the financial
statements continue to be prepared on the going concern basis.
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Basis of Preparation (continued)
Subsidiaries and associates

The consolidated financial statements as at 31 December 2018, 31 December 2017 and 1 January 2017 include the
following subsidiaries and associates:

Proportion of voting rights and ordinary share

capital beld
Subsidiaries 31 December 31 December 1 January Country of Date of Date of
2018 2017 2017 incorporation Industry incorporation acquisition
Brokerage and asse
JSC Galt & Taggart 100.00% 100.00% 100.00% Georgia Brokerage and asset 19/12/1995 28/12/2004
management
= Branch Office of “BG Kapital” JSC in Azerbaijan 100.00% 100.00% 100.00%  Azerbaijan Representative Office 28/12/2013 -
= Galtand Taggart Holdings Limited 100.00% 100.00% 100.00% Cyprus Investments 3/7/2006 -
=BG Capital (Belarus), LLC 100.00% 100.00% 100.00% Belarus Brokerage 19/2/2008 -
Solo, II.C 100.00% 100.00 100.00% Georgia Trade 22/4/2015 -
JSC United Securities Registrar of Georgia 100.00% 100.0C 100.00% Georgia Registrar 29/5/2006
JSC Express Technologies 100.00% 100.00% 100.00% Georgia Investments 29/10/2007 -
= JSC Georgian Card 99.48% 99.48% 99.47% Georgia Card processing 17/1/1997 20/10/2004
Fle: 2 c:
= Dircct Debit Georgia, 11.C 100.00% 100.00% Georgia ectronic payment 7/3/2006 -
services
= LLC Didi Digomi Research Center 100.00% 100.00% 100.00% Georgia Communication services 23/4/2007 -
= Metro Service +, LLC 100.00% 100.00% 100.00% Georgia Business servicing 10/5/2006 -
N Other Financial Service
= Express Technologies CEE, LLC @ @ 10000%  Hungary ren T inaneid service 5/3/2014 -
. Activities
Georgian Leasing Company, LLC ®) ®) 100.00% Georgia Leasing 29/10/2001 31/12/2004
JSC Insurance Company Aldagi © © 100.00% Georgia Insurance 31/7/2014 -
JSC Digital Area (former JSC Polymath Group) 100.00% 0.00% 0.00% Georgia Digital 6/8/2018
Proportion of voting rights and ordinary
share capital bheld
. 31 December 31 December 1 January Country of Date of Date of
Associates . ; . . s
2018 2017 2017 incorporation Industry incorporation acquisition
JSC Thilisi Stock Exchange 21.59% 21.59% 21.59% Georgia Financial Intermediation 8/5/2015 23/12/2016

(a) Was liguidated in 2017.
(b) In June 2017 BGF disposed of Georgian 1Leasing Company LLC for a consideration of GEL 10,066.
(¢) In December 2017 BGE repurchased its own shares from the shareholder in exchange of the 100% shares owned in |SC Aldagi.

Summary of Significant Accounting Policies
Basis of consolidation

The consolidated financial statements comprise the financial statements of the Group and its subsidiaries as at 31
December 2018. The Group consolidates a subsidiary when it controls it. Control is achieved when the Group is exposed,
or has rights, to variable returns from its involvement with the investee and has the ability to affect those returns through
its power over the investee. Specifically, the Group controls an investee if and only if the Group has:

. power over the investee (i.e. existing rights that give it the current ability to direct the relevant activities of the
investee);

. exposure, or rights, to variable returns from its involvement with the investee; and

. the ability to use its power over the investee to affect its returns.

When the Group has less than a majority of the voting or similar rights of an investee, the Group considers all relevant
facts and circumstances in assessing whether it has power over an investee, including:

. the contractual arrangement with the other vote holders of the investee;
. rights arising from other contractual arrangements; and
. the Group’s voting rights and potential voting rights.

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there are changes to
one or more of the three elements of control. Consolidation of a subsidiary begins when the Group obtains control over
the subsidiary and ceases when the Group loses control of the subsidiary. Income and expenses of a subsidiary acquired
or disposed of during the year are included in the statement of comprehensive income from the date the Group gains
control until the date the Group ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income are attributed to the equity holders of the parent of
the Group and to the non-controlling interests, even if this results in the non-controlling interests having a deficit balance.
When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies into
line with the Group’s accounting policies. All intra-group assets and liabilities, equity, income, expenses and cash flows
relating to transactions between members of the Group ate eliminated in full on consolidation.

19



JSC BG Financial and Subsidiaries Notes to Consolidated Financial Statements

(Thonsands of Georgian Lari)

Summary of Significant Accounting Policies (continued)

Basis of consolidation (continued)

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction. If
the Group loses control over a subsidiary, it:

. derecognises the assets (including goodwill) and liabilities of the subsidiary;

. derecognises the carrying amount of any non-controlling interests;

. derecognises the cumulative translation differences recorded in equity;

. recognises the fair value of the consideration received;

. recognises the fair value of any investment retained;

. recognises any surplus or deficit in profit or loss;

. reclassifies the parent’s share of components previously recognised in other comprehensive income to profit or

loss or retained earnings, as appropriate, as would be required if the Group had directly disposed of the related
assets or liabilities.

Investments in associates

Associates are entities in which the Group generally has between 20% and 50% of the voting rights, or is otherwise able
to exercise significant influence, but which it does not control or jointly control. Investments in associates are accounted
for under the equity method and are initially recognised at cost, including goodwill. Subsequent changes in the carrying
value reflect the post-acquisition changes in the Group’s share of net assets of the associate. The Group’s share of its
associates’ profits or losses is recognised in the consolidated income statement, and its share of movements in reserves is
recognised in other comprehensive income. However, when the Group’s share of losses in an associate equals or exceeds
its interest in the associate, the Group does not recognise further losses, unless the Group is obliged to make further
payments to, or on behalf of, the associate.

Unrealised gains on transactions between the Group and its associates are eliminated to the extent of the Group's interest
in the associates; unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the
asset transferred. When an equity investment becomes an associate, the investment is re-measured to fair value and any
gain or loss previously recognised in other comprehensive income is reclassified in profit or loss.

Fair value measurement

The Group measures financial instruments, such as trading and investment securities, certain loans to customers,
derivatives and non-financial assets such as investment properties, at fair value at each balance sheet date. Also, fair values
of financial instruments measured at amortised cost are disclosed in Note 20.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. The fair value measurement is based on the presumption that the
transaction to sell the asset or transfer the liability takes place either:

. in the principal market for the asset or liability; or

. in the absence of a principal matket, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible by the Group. The fair value of an asset or a liability is
measured using the assumptions that market participants would use when pricing the asset or liability, assuming that
market participants act in their economic best interest. A fair value measurement of a non-financial asset takes into
account a market participant's ability to generate economic benefits by using the asset in its highest and best use or by
selling it to another market participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data are available
to measure fair value, maximising the use of relevant observable inputs and minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised within the
fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair value measurement
as a whole:

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

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

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

For assets and liabilities that are recognised in the financial statements on a recurring basis, the Group determines whether
transfers have occurred between Levels in the hierarchy by re-assessing categorisation (based on the lowest level input
that is significant to the fair value measurement as a whole) at the end of each reporting period.
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Summary of Significant Accounting Policies (continued)
Financial assets and liabilities

IFRS 9 replaces IAS 39 for annual periods commencing on or after 1 January 2018. The Group has not restated
comparative information for 2017 for financial instruments in the scope of IFRS 9. Therefore, the comparative
information for 2017 is reported under IAS 39 and is not comparable to the information presented for 2018. Differences
arising from the adoption of IFRS 9 have been recognised directly in retained earnings as of 1 January 2018 and are
disclosed below. Accounting policies under IAS 39 relating to 2017 financial year can be found in the previous year
Preliminary Consolidated Financial Statements.

Changes to classification and measurement

IFRS 9 requires all financial assets, except equity instruments, to be assessed based on a combination of the Group’s
business model for managing the assets and the instruments’ contractual cash flow characteristics. The IAS 39
measurement categories are replaced by:

- fair value through profit or loss (FVPL);

- fair value through other comprehensive income (FVOCI) with recycling to profit or loss upon disposal for debt
instruments;

- fair value through other comprehensive income (FVOCI) without recycling to profit or loss for equity instruments;
and
amortised cost.

The accounting treatment for financial liabilities is largely the same as the requirements of IAS 39.

Classification and measurement implementation

From 1 January 2018, the Group classifies all of its financial assets based on the business model for managing the assets
and the assets’ contractual terms.

Measurement of financial instruments at initial recognition

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.

The best evidence of the fair value of a financial instrument at initial recognition is normally the transaction price. If the
Group determines that the fair value at initial recognition differs from the transaction price, then:

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

+ 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 Group recognises that deferred
difference as a gain or loss only when the inputs become observable, or when the instrument is derecognised.

Subsequent measurement of financial instruments
Financial instruments measured at amortised cost

From 1 January 2018 the Group measures amounts due from credit institutions and other financial assets at amortised

cost if both of the following conditions are met:

- The financial asset is held within a business model with the objective to hold financial assets in order to collect
contractual cash flows.

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

The details of these conditions are outlined below.
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Summary of Significant Accounting Policies (continued)

Financial assets and liabilities (continued)

Subsequent measurement of financial instruments (continued)

Financial instruments measured at amortised cost (continued)

Business model

There are three business models available under IFRS 9:

- Held to collect: it is intended to hold the asset to maturity to earn interest, collecting repayments of principal and
interest from 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 judgement 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 Group has considered quantitative factors (e.g. the expected

frequency and volume of sales) 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.

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 arrangements. 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 Group 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
instrtument 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.

Interest income recognition

For Financial Instruments measured at amortised cost, the Group calculates interest income by applying the Effective
Interest Rate (EIR) to the gross carrying amount. Interest income for impaired financial assets is calculated by applying
the EIR to the amortised cost (i.e. the gross carrying amount less credit loss allowance). As a result of the amendments to
International Accounting Standard 1: “Presentation of Financial Statements” (IAS 1) following IFRS 9, the Group will
present interest revenue calculated using the EIR method separately in the income statement.

Debt instruments at FVOCI

From 1 January 2018 the Group measures debt investment securities at FVOCI when both of the following categories are
met:

- The instrument is held within a business model, the objective of which is achieved by both collecting
contractual cash flows, selling financial assets and holding such financial instruments for liquidity
management purposes.

- The contractual terms of the financial asset meet the SPPI test.

These instruments comprise assets that had previously been classified as investment securities available-for-sale under IAS

39.

22



JSC BG Financial and Subsidiaries Notes to Consolidated Financial Statements

(Thonsands of Georgian Lari)

Summary of Significant Accounting Policies (continued)

Financial assets and liabilities (continued)
Subsequent measurement of financial instruments (continued)

Debt instruments at FVOCI (continued)

FVOCI debt investment securities are subsequently measured at fair value with gains and losses arising due to changes in
fair value recognised in OCI. Interest income and foreign exchange gains and losses are recognised in profit or loss in the
same manner as for financial assets measured at amortised cost. On derecognition, cumulative gains or losses previously
recognised in OCI are reclassified from OCI to profit or loss.

Equity instruments at FVOCI - option

Upon initial recognition, the Group elects to classify irrevocably its equity instruments as equity instruments at FVOCI
when they meet the definition of equity under 1AS 32 Financial Instruments: Presentation and are not held for trading. Such
classification is determined on an instrument by instrument basis.

Gains and losses on these equity instruments are never recycled to profit or loss. Dividends ate recognised in profit or
loss. Equity instruments at FVOCI are not subject to impairment assessment.

Financial assets at FVTPL

Groups of financial assets for which the business model is other than held to collect and held to collect and sell are
measured at FVTPL from the date of initial application of IFRS 9.

Offsetting

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

Cash and cash equivalents

Cash and cash equivalents consist of cash on hand and amounts due from credit institutions that mature within 90 days of
the date of origination and are free from contractual encumbrances and readily convertible to known amounts of cash.

Borrowings

Issued financial instruments or their components are classified as liabilities, where the substance of the contractual
arrangement results in the Group having an obligation either to deliver cash or another financial asset to the holder, or to
satisfy the obligation other than by the exchange of a fixed amount of cash or another financial asset for a fixed number
of own equity instruments. Such instruments include amounts due to credit institutions and amounts due to customers
(including promissory notes issued). These are initially recognised at the fair value of the consideration received less
directly attributable transaction costs. After initial recognition, borrowings are subsequently measured at amortised cost
using the effective interest method. Gains and losses are recognised in the consolidated income statement when the
borrowings are derecognised as well as through the amortisation process.

If the Group purchases its own debt, it is removed from the statement of financial position and the difference between
the carrying amount of the liability and the consideration paid is recognised in the consolidated income statement.

Leases
Operating - Group as lessee

Leases of assets under which the risks and rewards of ownership are effectively retained by the lessor are classified as
operating leases. Lease payments under an operating lease are recognised as expenses on a straight-line basis over the lease
term and included in other administrative and operating expenses.
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Summary of Significant Accounting Policies (continued)

Impairment of financial assets
Changes to the impairment estimation

The adoption of IFRS 9 replaces IAS 39’s incurred loss approach with the forward-looking expected credit loss (ECL)
approach, however, it did not have any material impact on the Group’s accounting for loan loss impairment. The Group
applies the simplified approach for all of its financial assets and records lifetime expected losses on them.

The determination of impairment losses and allowance moves from an incurred credit loss model whereby credit losses
are recognised when a defined loss event occurs under IAS 39, to an expected credit loss model under IFRS 9, where
provisions are taken upon initial recognition of the financial instruments.

Key judgements and estimates used under IFRS 9 are disclosed in Note 4.
Derecognition of financial assets and liabilities
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
derecognised where:

. the rights to receive cash flows from the asset have expired; or

. the Group has transferred its rights to receive cash flows from the asset, or retained the right to receive cash flows
from the asset, but has assumed an obligation to pay them in full without material delay to a third party under a
‘pass-through’ arrangement; and

. the Group either (a) has transferred substantially all the risks and rewards of the asset, or (b) has neither
transferred nor retained substantially all the risks and rewards of the asset, but has transferred control of the asset.

Derecognition of financial liabilities
A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.

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, and the difference in the respective carrying amounts is
recognised in the consolidated income statement.

Inventories

Inventories are valued at the lower of cost and net realisable value. Net realisable value is the estimated selling price in the
ordinary course of business, less estimated costs of completion and the estimated costs necessary to make the sale.

Discontinued operations

The Group classifies disposal group as a discontinued operation if it is a component of an entity that either has been
disposed of, or is classified as held for sale, and:

. represents a separate major line of business or geographical area of operations;

. is part of a single coordinated plan to dispose of a separate major line of business or geographical area of
operations of;

. is a subsidiary acquired exclusively with a view to resale.

Discontinued operations are excluded from the results of continuing operations and are presented as a single amount as
profit or loss after tax from discontinued operations in the statement of profit or loss. Net cash flows attributable to the
operating, investing and financing activities of discontinued operations are presented separately in the consolidated
statement of cash flows.

Taxation

The annual profit earned by entities other than banks, insurance companies and microfinance organisations is not taxed in
Georgia starting from 1 January 2017. Corporate income tax is paid on profit distributed as dividends to the shareholders
that are individuals or non-residents of Georgia at the rate of 15/85 of net distribution. The corporate income tax atising
from the payment of dividends is accounted for as a liability and expense in the period in which dividends are declared,
regardless of the actual payment date or the period for which the dividends are paid.
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Summary of Significant Accounting Policies (continued)

Investment properties

Investment property is land or building or a part of a building held to earn rental income or for capital appreciation and
which is not used by the Group.

Investment property is initially recognised at cost, including transaction costs, and subsequently remeasured at fair value
reflecting market conditions at the end of the reporting period. Fair value of the Group’s investment property is
determined on the basis of various sources including reports of independent appraisers, who hold a recognised and
relevant professional qualifications and who have recent experience in valuation of property of similar location and
category.

Gains and losses resulting from changes in the fair value of investment property as well as earned rental income are
recorded in the income statement within net other income.

If an investment property becomes owner-occupied, it is reclassified to property and equipment, and its carrying amount
at the date of reclassification becomes its deemed cost to be subsequently depreciated.

Property and equipment

Property and equipment, is catried at cost less accumulated depreciation and any accumulated impairment in value. Such

cost includes the cost of replacing part of the equipment when that cost is incurred if the recognition criteria are met.

The carrying values of property and equipment are reviewed for impairment when events or changes in circumstances
indicate that the carrying value may not be recoverable.

Depreciation of an asset commences from the date the asset is ready and available for use. Depreciation is calculated on a
straight-line basis over the following estimated useful lives:

Years
Office buildings Up to 100
Other 7-30
Furniture and fixtures 10
Computers and equipment 5-10
Motor vehicles 5

The assets’ residual values, useful lives and methods are reviewed, and adjusted as appropriate, at each financial year-end.

Assets under construction are stated at cost and are not depreciated until the time they are available for use and
reclassified to their respective group of property and equipment.

Leasehold improvements are depreciated over the life of the related leased asset or the expected lease term if lower.

Costs related to repairs and renewals are charged when incurred and included in other operating expenses, unless they
qualify for capitalisation.

Intangible assets
The Group’s intangible assets include computer software and licences.

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets acquired in a
business combination is fair value as at the date of acquisition. Following initial recognition, intangible assets are carried at
cost less any accumulated amortisation and any accumulated impairment losses. The economic lives of intangible assets
are assessed to be finite and amortised over four to 15 years and assessed for impairment whenever there is an indication
that the intangible asset may be impaired. Amortisation periods and methods for intangible assets are reviewed at least at
each financial year-end.

Costs associated with maintaining computer software programmes are recorded as an expense as incurred.
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Summary of Significant Accounting Policies (continued)

Equity
Share capital

Ordinary shares are classified as equity. External costs directly attributable to the issue of new shares, other than on a
business combination, are shown as a deduction from the proceeds in equity. Any excess of the fair value of consideration
received over the par value of shares issued is recognised as additional paid-in capital.

Dividends

Dividends are recognised as a liability and deducted from equity at the reporting date only if they are declared before or
on the reporting date. Dividends are disclosed when they are proposed before the reporting date or proposed or declared
after the reporting date but before the consolidated financial statements are authorised for issue. All expenses associated
with dividend distribution are added to dividend amount and recorded directly through equity.

Contingencies

Contingent liabilities are not recognised in the consolidated statement of financial position but are disclosed unless the
possibility of any outflow in settlement is remote. A contingent asset is not recognised in the consolidated statement of
financial position but disclosed when an inflow of economic benefits is probable.

Income and expense recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the revenue
can be reliably measured. For multiple-element arrangements, the Group accounts for individual performance obligations
separately if they are distinct. The consideration is allocated on their stand-alone selling prices. The stand-alone selling
prices are determined based on the list prices at which the Group sells its transactions processing and maintenance
services.

The following specific recognition criteria must also be met before revenue and expense are recognised:
Fee and commission income

The Group earns fee and commission income from a range of services it provides to its customers. Fee and commission
income is recognised when the Group satisfies a performance obligation. Fee income can be divided into the following
categories:

Revenue from transaction processing

The Group provides transaction processing services that include receipt of cash amounts from an individual either via
self-service terminal or cash desk for service(s) provided by a merchant and further transfer of such cash amounts to the
related party bank which funds merchants simultaneously with completion of payment transaction at self-service terminal
or cash desk. Revenue from transaction processing is generated by services priced as a percentage of transaction value or a
specified fee per transaction. Such revenue is recognized upon satisfaction of performance obligation on completion of
the underlying transaction.

Revenue from brokerage

The Group provides brokerage services to local and international clients via executing sales, trading and custody
transactions on local, regional and international exchanges. Revenue from transaction processing is generated by services
priced as a percentage of transaction value or a specified fee per transaction. Such revenue is recognized upon satisfaction
of performance obligation on completion of the underlying transaction.

Revenue from advisory services

The Group provides financial advisory services to private and public companies, private equity companies and high net
worth individuals in both domestic and cross-border transactions. Such advisory services include assistance in mergers
and acquisitions, financial restructurings, valuations and other services. Revenue on such transactions is recognized upon
satisfaction of performance obligation on completion of the underlying transaction over the time.
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Summary of Significant Accounting Policies (continued)
Income and expense recognition

Non-recurring items

The Group separately classifies and discloses those income and expenses that are non-recurring by nature. The Group
defines non-recurring income or expense as an income or expense triggered by or originated from an economic, business
or financial event that is not inherent to the regular and ordinary business course of the Group and is caused by uncertain
or unpredictable external factors that cannot be reasonably expected to occur in the future and, thus they should not be
taken into account when making projections of future results.

Functional, reporting currencies and foreign currency translation

The consolidated financial statements are presented in Georgian Lari, which is the Company’s and its subsidiaries’
functional and presentation currency, except for Galt and Taggart Holding Limited for which functional currency is US
dollar. Transactions in foreign currencies are initially recorded in the functional currency, converted at the rate of
exchange ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies are
retranslated into functional currency at functional currency rate of exchange ruling at the reporting date. Gains and losses
resulting from the translation of foreign currency transactions are recognised in the consolidated income statement as
gains less losses from foreign currencies — translation differences. Non-monetary items that are measured in terms of
historical cost in a foreign currency are translated using the exchange rates as at the dates of the initial transactions. Non-
monetary items measured at fair value in a foreign currency are translated using the exchange rates at the date when the
fair value was determined. When a gain or loss on a non-monetary item is recognised in other comprehensive income, any
exchange component of that gain or loss is recognised in other comprehensive income. Conversely, when a gain or loss
on a non-monetary item is recognised in profit or loss, any exchange component of that gain or loss is recognised in the
income statement.

Differences between the contractual exchange rate of a certain transaction and the NBG (National Bank of Georgia)
exchange rate on the date of the transaction are included in gains less losses from foreign currencies (dealing). The official
NBG exchange rates at 31 December 2018, 31 December 2017 and 1 January 2017 were:

Larito GBP  Larito USD Larito EUR Larito BYN

31 December 2018 3.3955 2.6766 3.0701 1.2418
31 December 2017 3.5005 2.5922 3.1044 1.3083
1 January 2017 3.2579 2.6468 2.7940 1.3532

As at the reporting date, the assets and liabilities of the entities whose functional currency is different from the
presentation currency of the Group are translated into Georgian Lari at the rate of exchange ruling at the reporting date
and their income statements are translated at the weighted average exchange rates for the year. The exchange differences
arising on the translation are taken to other comprehensive income. On disposal of a subsidiary or an associate whose
functional currency is different from the presentation currency of the Group, the deferred cumulative amount recognised
in other comprehensive income relating to that particular entity is recognised in the consolidated income statement.

Any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to the carrying amounts of
assets and liabilities arising on the acquisition ate treated as assets and liabilities of the foreign operations and translated at
the rate at the reporting date.

Adoption of new or revised standards and interpretations

The nature and the effect of these changes are disclosed below.
IFRS 9 transition

The adoption of IFRS 9 resulted in the following reclassifications explained below:

»  Loans to customers

As of 1 January 2018, the Group assessed its business model for loans to customers. The Group has identified that
the business model for the loan issued by one of the Group entities was other than Held to Collect and Held to
Collect and Sell. This loan which was previously classified at amortised cost was reclassified to FVIPL from the date
of initial application. The change in measurement basis resulted in re-measurement of the loans to customers to its
fair value at transition date by GEL 554 which was booked through retained earnings.
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Summary of Significant Accounting Policies (continued)

Adoption of new or revised standards and interpretations (continued)

IFRS 9 transition (continued)
> Egquity instruments

The Group has elected to irrevocably designate investment securities of GEL 384 in the portfolio of non-trading
equity securities at FVOCI as permitted under IFRS 9. These securities were previously classified as trading securities.
The changes in fair value of such securities are no longer to be reclassified to profit or loss when they are disposed
of.

> Securities beld for trading

The Group holds an investment of GEL 6,133 in a portfolio of investment securities which are held for trading.
These securities were measured at FVTPL as they were managed on a fair value basis. As part of the transition to
IFRS 9, these securities are part of an “other” business model and so are required to be classified as FVTPL.

IFRS 2 Classification and Measurement of Sbhare-based Payment Transactions — Amendments to IFRS 2

The IASB issued amendments to IFRS 2 Share-based Payment that address three main areas: the effects of vesting
conditions on the measurement of a cash-settled share-based payment transaction; the classification of a share-based
payment transaction with net settlement features for withholding tax obligations; and accounting where a modification to
the terms and conditions of a share-based payment transaction changes its classification from cash-settled to equity-
settled. The amendment has no effect on the Group’s financial position and performance.

Transfers of Investment Property — Amendments to LAS 40

The amendments clarify when an entity should transfer property, including property under construction or development
into, or out of investment property. The amendments state that a change in use occurs when the property meets, or ceases
to meet, the definition of investment property and there is evidence of the change in use. A mere change in management’s
intentions for the use of a property does not provide evidence of a change in use. Entities should apply the amendments
prospectively to changes in use that occur on or after the beginning of the annual reporting period in which the entity first
applies the amendments. An entity should reassess the classification of property held at that date and, if applicable,
reclassify property to reflect the conditions that exist at that date. Retrospective application in accordance with IAS 8 is
only permitted if it is possible without the use of hindsight. The amendment has no effect on the Group’s financial
position and performance.

IFRIC Interpretation 22 Foreign Currency Transactions and Advance Consideration

The Interpretation clarifies that, in determining the spot exchange rate to use on initial recognition of the related asset,
expense or income (or part of it) on the derecognition of a non-monetary asset or non-monetary liability relating to
advance consideration, the date of the transaction is the date on which an entity initially recognises the non-monetary
asset or non-monetary liability arising from the advance consideration. Since the Group’s current practice is in line with
the new requirements the amendment did not have any material effect on the Group’s financial position and performance.

LAS 28 Investments in Associates and Joint Ventures - Clarification that measuring investees at fair value through profit or loss is an
investment by investment choice

The amendments clarify that:

e An entity that is a venture capital organisation, or other qualifying entity, may elect, at initial recognition on an
investment-by-investment basis, to measure its investments in associates and joint ventures at fair value through
profit or loss.

e If an entity, that is not itself an investment entity, has an interest in an associate or joint venture that is an
investment entity, the entity may, when applying the equity method, elect to retain the fair value measurement
applied by that investment entity associate or joint venture to the investment entity associate’s or joint venture’s
interests in subsidiaries. This election is made separately for each investment entity associate or joint venture, at
the later of the date on which: (a) the investment entity associate or joint venture is initially recognised; (b) the
associate or joint venture becomes an investment entity; and (c) the investment entity associate or joint ventutre
first becomes a parent.

28



JSC BG Financial and Subsidiaries Notes to Consolidated Financial Statements

(Thonsands of Georgian Lari)

Summary of Significant Accounting Policies (continued)
Standards issued but not yet effective

Up to the date of approval of the consolidated financial statements, certain new standards, interpretations and
amendments to existing standards have been published that are not yet effective for the current reporting period and
which the Group has not early adopted. Such standards that are expected to have an impact on the Group, or the impacts
of which are currently being assessed, are as follows:

IFRS 16 Leases

IFRS 16 was issued in January 2016 and it replaces IAS 17 Leases, IFRIC 4 Determining whether an arrangement contains
a Lease, SIC-15 Operating Leases-Incentives and SIC-27 Evaluating the Substance of Transactions Involving the Legal
Form of a Lease. IFRS 16 sets out the principles for the recognition, measurement, presentation and disclosure of leases
and requires lessees to account for all leases under a single on-balance sheet model similar to the accounting for finance
leases under IAS 17. The standard includes two recognition exemptions for lessees — leases of "low-value’ assets and
short-term leases (i.c., leases with a lease term of 12 months or less). At the commencement date of a lease, a lessee will
recognise a liability to make lease payments (i.e., the lease liability) and an asset representing the right to use the underlying
asset during the lease term (i.e., the right-of-use asset). Lessees will be required to separately recognise the interest expense
on the lease liability and the depreciation expense on the right-of-use asset.

Lessees will be also required to remeasure the lease liability upon the occurrence of certain events (e.g., a change in the
lease term, a change in future lease payments resulting from a change in an index or rate used to determine those
payments). The lessee will generally recognise the amount of the remeasurement of the lease liability as an adjustment to
the right-of-use asset.

Lessor accounting under IFRS 16 is substantially unchanged from today’s accounting under IAS 17. Lessors will continue
to classify all leases using the same classification principle as in IAS 17 and distinguish between two types of leases:
operating and finance leases.

IFRS 16 also requites lessees and lessors to make more extensive disclosures than under IAS 17.
Transition to IFRS 16

The Group will apply the standard from its mandatory adoption date of 1 January 2019. The Group plans to apply the
standard using a modified retrospective approach and will not restate comparative amounts for the year prior to first
adoption. The Standard will be applied to contracts that were previously identified as leases in accordance with IAS 17
and IFRIC 4. The Group will apply the recognition exemptions on lease contracts for which the lease term ends within 12
months as of the date of initial application, and lease contracts for which the underlying asset is of low value. A lease
liability will be measured at the present value of the remaining lease payments, discounted using the lessee’s incremental
borrowing rate at the date of initial application. Right-of-use assets will be measured on transition at an amount equal to
the lease liability, adjusted by the amount of any prepaid amounts recognised immediately before the date of initial
application.

The Group has completed an initial assessment of the potential impact of transition to IFRS 16 on its consolidated
financial statements. Based on the data as at 1 January 2019, the Group estimates that the adoption of the new standard
will result in an increase in the Group’s liabilities by GEL 553 and recognition of right-of-use assets of GEL 550, of
which GEL 3 is expected to be reclassified from prepayments to right-of-use assets.

Annual improvements 2015-2017 cycle
TAS 12, Income Taxes

The amendment to IAS 12 clarifies that the income tax consequences (if any) of dividends as defined in IFRS 9 (i.e.
distributions of profits to holders of equity instruments in proportion to their holdings) must be recognised:

* at the same time as the liability to pay those dividends is recognised; and

* in profit or loss, other comprehensive income, or the statement of changes in equity according to where the entity
originally recognised the past transactions or events that generated the distributable profits from which the dividends are
being paid.

The amendment to IAS 12 is effective for periods beginning on or after 1 January 2019, although earlier application is
permitted. Entities must apply the amendment to income tax consequences of dividends recognised on or after the
beginning of the eatliest comparative period presented. The Group is currently assessing the impact.
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Significant Accounting Judgements and Estimates

In the process of applying the Group’s accounting policies, the Management Board members use their judgement and
make estimates in determining the amounts recognised in the consolidated financial statements. The most significant
judgements and estimates are as follows:

Fair value of financial instruments

Where the fair values of financial assets and financial liabilities recorded in the consolidated statement of financial position
cannot be derived from active markets, they are determined using a variety of valuation techniques that include the use of
mathematical models. The input to these models is taken from observable markets where possible, but where this is not
feasible, a degree of judgement is required in establishing fair values (Note 20).

Measurement of fair value of investment properties

The fair value of investment properties is determined by independent professionally qualified appraisers. Fair value is
determined using a combination of the internal capitalisation method (also known as discounted future cash flow method)
and the sales comparison method.

The Group performs valuation of its investment properties with a sufficient regularity to ensure that the carrying amount
does not differ materially from that which would be determined using fair value at the end of the reporting period.
Valuation inputs and techniques are presented in Note 20. The Group’s properties are spread across the different parts of
the country. While the secondary market in Georgia provides adequate market information for fair value measurements
for small and medium sized properties, valuation of large properties involves application of various observable and
unobservable inputs to determine adjustments to the available comparable sale prices. These estimates and assumptions
are based on the best available information, however, actual results could be different.

Allowance for financial assets

IFRS 9 requires management to make a number of judgements, assumptions and estimates that affect the allowance for
ECL. Estimates and judgements are based on management’s knowledge and historical experience. The Group applies the
simplified approach for all of its financial assets and records lifetime expected losses on them.

The amount of expected credit loss recognised for financial assets carried at amortised cost is the difference between the
asset’s carrying amount and the present value of estimated future cash flows, discounted at the original effective interest
rate.

With regard to equity investments categorised as FVOCI, the Group considers those assets to be impaired when there has
been a significant or prolonged decline in the fair value below cost. The determination of what is “significant” or
“prolonged” requires significant judgement.

Restatement

The Group has identified material misstatement within the consolidated financial statements of the Group as at and for
the year ended 31 December 2017. Therefore, the comparative amounts have been restated within these consolidated
financial statements of the Group as at and for the year ended 31 December 2018.

Below are presented financial statements’ line items of the Group affected by the restatement:

Consolidated statement of financial position as at As previously As currently
Restatement
31 December 2017 reported reported
Prepayments 7,261 (1,301) 5,960
Retained earnings 30,643 (1,301) 29,342
Consolidated income statement for the year ended As previously As currently
Restatement
31 December 2017 reported reported
Net non-recurring items 7,321 (1,301) 6,020

30



JSC BG Financial and Subsidiaries Notes to Consolidated Financial Statements

(Thonsands of Georgian Lari)

Cash and Cash Equivalents and Client Deposits

1 January

2018 2017 2017
Cash on hand 25,147 17,006 12,762
Current accounts with credit institutions 25,145 56,105 40,561
Time deposits with credit institutions with maturities of up to 90 days 84 1,477 977
Cash and cash equivalents 50,376 74,588 54,300

As at 31 December 2018, 31 December 2017 and 1 January 2017 cash and cash equivalents were mostly placed in
Georgian Banks. Management does not expect any losses from non-performance by the counterparties holding cash and

cash equivalents, and there are no material differences between their book and fair values.

Client deposits include only current accounts. The breakdown of these accounts by industry sector is as follows:

1 January

2018 2017 2017
Individuals 5,444 17,536 10,717
Other 9,441 7,564 4,069
Client deposits 14,885 25,100 14,786

Amounts Due from Credit Institutions

As at 31 December 2018, 31 December 2017 and 1 January 2017 amounts due from credit institutions represented time
deposits with maturities of more than 90 days. Management does not expect any losses from non-performance by the
counterparties holding time deposits, and there are no material differences between their book and fair values.

Investment Securities and Trading Securities

1 January
2018 2017 2017
Investment securities measured at FVTPL - debt instruments 5,233 n/a n/a
Investment securities designated as at FVOCI - equity investments 536 n/a n/a
Investment securities 5,769 n/a n/a
1 January
2018 2017 2017
Interest-bearing debt instruments 5,233 n/a n/a
Investment securities measured at FVTPL - debt instruments 5,233 n/a n/a
1 January
2018 2017 2017
Corporate shares — quoted 536 n/a n/a
Investment securities designated as at FVOCI - equity investments 536 n/a n/a
1 January
2018 2017 2017
Interest-bearing debt instruments n/a 6,133 6,406
Corporate shares n/a 384 261
Trading securities n/a 6,517 6,667
1 January
2018 2017 2017
Corporate debt instruments n/a - 3,389
Investment securities n/a - 3,389

31



10.

JSC BG Financial and Subsidiaries

Notes to Consolidated Financial Statements

(Thonsands of Georgian Lari)

Loans to Customers

Commercial loans

Loans to customers at amortised cost, gross

Less — Allowance for expected credit loss / impairment loss
Loans to customers at amortised cost

Loans to customers at FVTPL

Total loans to customers

Concentration of loans to customers

1 January
2018 2017 2017
_ 6,946 7,468
- 6,946 7,468
- - (182)
- 6,946 7,286
8,473 n/a n/a
8,473 6,946 7,286

As at 31 December 2018, 31 December 2017 and 1 January 2017 loans were principally issued within Georgia, and their

distribution by industry sector was as follows:

1 January
2018 2017 2017
Trade 8,473 6,881 5,121
Individuals - - 66
Other - 65 2,281
Loans to customers, gross 8,473 6,946 7,468
Less — Allowance for expected credit loss / impairment loss - - (182)
Loans to customers 8,473 6,946 7,286
Property and Equipment
The movements in property and equipment during the year ended 31 December 2018 were as follows:
Office Leasebold
buildings & Furniture & Computers and improve- Assets under
service centers fixtures equipment Motor vebicles ments construction Total
Cost
31 December 2017 927 877 28,867 389 1,392 - 32,452
Additions 12 446 5,076 122 127 9,322 15,105
Disposals - (702) (8,234) (120) (335) - (9,391)
Transfers - 495 (785) - - 290 -
31 December 2018 939 1,116 24,924 391 1,184 9,612 38,166
Accumulated impairment
31 December 2017 - - - - - - -
31 December 2018 - - - - - - -
Accumulated depreciation
31 December 2017 53 525 14,343 188 841 - 15,950
Depreciation charge 9 181 2,892 79 138 3,299
Disposals - (701) (6,980) (109) (335) - (8,125)
Transfers - 240 (240) - - - -
31 December 2018 62 245 10,015 158 644 - 11,124
Net book value:
31 December 2017 874 352 14,524 201 551 - 16,502
31 December 2018 877 871 14,909 233 540 9,612 27,042
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Property and Equipment (continued)

The movements in property and equipment during the year ended 31 December 2017 were as follows:

Office Leasebold
buildings & Furniture & Computers and improve- Assets under
service centers fixtures equipment Motor vebicles ments construction Total
Cost
1January 2017 11,124 1,705 27,613 809 1,812 - 43,063
Additions 1,844 215 3,472 364 191 6,086
Disposals (1) 1) (703) (263) (18) (1,006)
Disposal of subsidiary (12,040) (1,022) (1,515) (521) (593) (15,691)
31 December 2017 927 877 28,867 389 1,392 - 32,452
Accumulated impairment
1January 2017 345 - - - - - 345
Disposal of subsidiary (345) (345)
31 December 2017 - - - - - - -
Accumulated depreciation
1January 2017 1,012 943 12,480 337 742 - 15,514
Depreciation charge 195 179 3,199 154 123 3,850
Disposals ) (20) (367) (190) - (579)
Disposal of subsidiary (1,152) (577) (969) (113) (24) (2,835)
31 December 2017 53 525 14,343 188 841 - 15,950
Net book value:
1January 2017 9,767 762 15,133 472 1,070 - 27,204
31 December 2017 374 352 14,524 201 551 B 16,502
Other Assets and Other Liabilities
Other assets comprise:
1 January
2018 2017 2017
Accounts receivable 3,265 2,424 3,340
Operating tax assets 884 1,398 1,434
Investments in associates 819 819 819
Defined contribution pension assets - - 16,441
Reinsurance assets - - 13,161
Assets purchased for finance lease purposes - - 11,378
Other 488 428 960
5,456 5,069 47,533
Less — Allowance for impairment of other assets (210) - -
Other assets 5,246 5,069 47,533
Other liabilities comprise:
1 January
2018 2017 2017
Accruals and deferred income 9,120 4,193 2,221
Accruals for employee compensation 1,931 1,590 4,562
Other taxes payable 116 - 875
Dividends payable to non-controlling shareholders 33 32 37
Defined contribution pension obligations - - 16,441
Derivative financial liabilities - - 1,144
Creditors - - 507
Other 3,256 3,753 5,624
Other liabilities 14,456 9,568 31,411

The notional amount, recorded gross, is the amount of a derivative’s underlying asset or liability, reference rate or index
and is the basis upon which changes in the value of derivatives are measured. The notional amounts indicate the volume
of transactions outstanding at the year end and are not indicative of the credit risk. As at 1 January 2017, the fair value of
derivative financial instruments, recorded as liabilities, was GEL 1,144, while the notional amounts was GEL 6,617.
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Accounts Payable

Accounts payable mainly comprise of settlement-related payables to JSC Bank of Georgia, which initially transfers funds
to a merchants simultaneously with payments made by individuals using self-service terminal or cash desks.

Amounts Owed to Credit Institutions

Amounts due to credit institutions comprise:

1 January

2018 2017 2017
Time deposits 1,083 3,739 20,421
Amounts owed to credit institutions 1,083 3,739 20,421

Commitments and Contingencies
Legal

In the ordinary course of business, the Group and BGF are subject to legal actions and complaints. Management believes
that the ultimate liability, if any, arising from such actions or complaints will not have a material adverse effect on the
financial condition or the results of future operations of the Group or BGF.

Financial commitments and contingencies

As at 31 December 2018, 31 December 2017 and 1 January 2017 the Group’s financial commitments and contingencies
comprised the following:

1 January
2018 2017 2017
Operating lease commitments
Not later than 1 year 20 19 1,823
Later than 1 year but not later than 5 years 10 28 1,576
Later than 5 years - - 27
30 47 3,426

Equity
Share capital

As at 31 December 2018, 31 December 2017 and 1 January 2017 issued share capital comprised 2,051,651 common
shares, all of which were fully paid. Each share has a nominal value of one (1) Georgian Lari.

Treasury shares

The number of treasury shares held by the Group as at 31 December 2018 and 31 December 2017 comprised 275,939, with
nominal amount of GEL 276 (1 January 2017: Nil).

Dividends
Shareholders are entitled to dividends in Georgian Lari.

On 4 April 2017 and 26 June 2017, the Shareholders of BGF declared interim dividends for 2017 of total GEL 7,000 and
GEL 6,800.
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Equity (continued)
Nature and purpose of other reserves

Unrealised gains (losses) on investment securities
This reserve records fair value changes on investment securities.

Unrealised gains (losses) from dilution or sale | acquisition of shares in existing subsidiaries
This reserve records untealised gains (losses) from dilution or sale / acquisition of shares in existing subsidiaries.

Foreign currency translation reserve
The foreign currency translation reserve is used to record exchange differences arising from the translation of the financial
statements of subsidiaries with functional currency other than GEL.

Movements in other reserves during the years ended 31 December 2018 and 31 December 2017 are presented in the
statements of other comprehensive income.

Net Fee and Commission Income

2018 2017

Cash operations 12,842 10,846
Settlements operations 9,652 5,101
Advisory 3,628 3,702
Brokerage service fees 2,746 1,813
Fee and commission income 28,868 21,462
Cash operations (355) (290)
Settlements operations (1,581) (894)
Advisory (110) -

Brokerage service fees (2,597) (2,568)
Other - (21)
Fee and commission expense (4,643) 3,773)
Net fee and commission income 24,225 17,689

Salaries and Other Employee Benefits, and General and Administrative Expenses

Salaries and other employee benefits

2018 2017
Salaries and bonuses (14,598) (12,717)
Pension costs 3) (92)
Salaries and other employee benefits (14,601) (12,809)

The average number of staff employed by the Group for the year ended 31 December 2018 comprised 473 (31 December
2017: 690).
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Salaries and Other Employee Benefits, and General and Administrative Expenses (continued)

General and administrative expenses

2018 2017
Occupancy and rent (1,988) (1,360)
Operating taxes (1,133) (294)
Communication (773) (589)
Repairs and maintenance (692) (611)
Office supplies (545) 397)
Legal and other professional services (508) (311)
Travel expenses 93) (100)
Marketing and advertising (75) (82)
Corporate hospitality and entertainment (@) a7
Personnel training and recruitment (44) 24)
Banking services 33) (39)
Security 31) 27
Insurance (24) (20)
Other (253) (141)
General and administrative expenses (6,243) (4,018)

Auditor remuneration

Auditor remuneration is part of legal and other professional services. Fees charged for the years ended 31 December 2018

and 31 December 2017 comprised:

2018 2017
Fees payable for the audit of the Company's current year annual report 11 7
Fees payable for other services:
Audit of the Company's subsidiaries 53 31
Total audit fees 64 38
Net Non-recurring Items
2018 2017
Gain from disposal of subsidiary - 5,507
Corporate social responsibility expense* (2,035) -
Other 358 513
Net non-recurring items 1,677) 6,020

* Corporate social responsibility comprises the one-off project to support the fibre-gptic broadband infrastructure development in rural Georgia.

Risk Management

Introduction

Risk is inherent in the Group’s activities but it is managed through a process of ongoing identification, measurement and
monitoring, subject to risk limits and other controls. This process of risk management is critical to the Group’s continuing
profitability and each individual within the Group is accountable for the risk exposures relating to his or her
responsibilities. The Group is exposed to credit risk, liquidity risk and market risk, the latter being subdivided into trading

and non-trading risks. It is also subject to operational risks.

The independent risk control process does not include business risks such as changes in the environment, technology and

industry. They are monitored through the Group’s strategic planning process.
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Risk Management (continued)

Introduction (introduction)

Risk Management structure

Governing bodies of BOGG, the ultimate parent of BGF contribute significantly to the risk management of the Group.

Audit Committee

The Audit Committee of BOGG assists the Management Board of BGF in relation to the oversight of the Group’s
financial and reporting processes. It monitors the integrity of the financial statements and is responsible for governance
around both the Internal Audit function and external auditor, reporting back to the Board. It reviews the effectiveness of
the policies, procedures and systems in place related to, among other operational risks, compliance, IT and Internal
Security (including cyber-security) and works closely with the Risk Committee in connection with assessing the
effectiveness of the risk management and internal control framework.

Risk Committee

The Risk Committee of BOGG assists the Management Board of BGF in relation to the oversight of risk. It reviews the
Group’s risk appetite in line with strategy, identifies and monitors risk exposure and the risk management infrastructure,
oversees the implementation of strategy to address risk, and in conjunction with the Audit Committee, assesses the
strength and effectiveness of the risk management and internal control framework.

Management Board
The Management Board has overall responsibility for the Group’s asset, liability and Risk Management activities, policies

and procedures. In order to effectively implement the Risk Management system, the Management Board delegates
individual Risk Management functions to each of the various decision-making and execution bodies within the Group.

Credit risk

Credit risk is the risk that the Group will incur a loss because its customers fail to discharge their contractual obligations.
The Group manages and controls credit risk by setting limits on the amount of risk it is willing to accept for individual
counterparties and for geographical, industry, product and currency concentrations, and by monitoring exposures in
relation to such limits.

The Group has established a credit quality review process to provide early identification of possible changes in the
creditworthiness of counterparties.

As at 31 December 2018 and 31 December 2017, all of the Group’s loan-related lines in the statement of financial
position are neither past due nor impaired (1 January 2017: all of the Group’s loan-related lines in the statement of
financial position were neither past due nor impaired, except for finance lease receivables of GEL 3,190 that were past
due). The Group does not have a grading system to evaluate credit quality of neither past due nor impaired assets.
Maximum exposure to credit risk is limited to carrying value of respective financial assets.

The geographical concentration of the Group’s assets and liabilities is set out below:

31 December 2018 31 December 2017
CIS and CIS and
other foreign other foreign
Georgia OECD countries Total Georgia OECD countries Total

Assets:
Cash and cash equivalents 49,400 969 7 50,376 73,865 362 361 74,588
Amounts due from credit institutions 1,043 - - 1,043 557 - - 557
Trading securities n/a n/a n/a n/a 6,172 343 2 6,517
Investment securities 5,769 - - 5,769 - - - -
Loans to customers 8,473 - - 8,473 6,721 - 225 6,946
All other assets 47,752 171 177 48,100 34,831 1,596 2,196 38,623

112,437 1,140 184 113,761 122,146 2,301 2,784 127,231
Liabilities:
Client deposits 12,219 B 2,666 14,885 25,100 , - 25,100
Amounts owed to credit institutions 675 - 408 1,083 2,545 - 1,194 3,739
All other liabilities 40,564 12 11 40,587 45,731 9 - 45,740

53,458 12 3,085 56,555 73,376 9 1,194 74,579
Net balance sheet position 58,979 1,128 (2,901) 57,206 48,770 2,292 1,590 52,652
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Risk Management (continued)

Credit risk (continued)

1 January 2017
CIS and
other foreign
Georgia OECD countries Total

Assets:
Cash and cash equivalents 53,941 359 - 54,300
Amounts due from credit institutions 24,928 - - 24,928
Trading securities 6,421 246 - 6,667
Investment securities 3,389 - - 3,389
Loans to customers 7,286 - - 7,286
All other assets 151,225 10,944 5,070 167,239

247,190 11,549 5,070 263,809
Liabilities:
Client deposits 8,042 2,673 4,071 14,786
Amounts owed to credit institutions 20,421 - - 20,421
Debt securities issued 25,545 - - 25,545
All other liabilities 101,614 5,646 2,323 109,583

155,622 8,319 6,394 170,335
Net balance sheet position 91,568 3,230 (1,324) 93,474

Liquidity risk and funding management

Liquidity risk is the risk that the Group will be unable to meet its payment obligations when they fall due under normal
and stress circumstances. To limit this risk, management has arranged diversified funding sources in addition to its capital,
manages assets with liquidity in mind, and monitors future cash flows and liquidity on a regular basis. This incorporates
daily monitoring of expected cash flows and liquidity needs.

The Group manages the maturities of its assets and liabilities for better matching, which helps the Group additionally
mitigate the liquidity risk. The major liquidity risks confronting the Group are the daily calls on its available cash resources
in respect of supplier contracts and the maturity of borrowings.

The table below summarises the maturity profile of the Group’s financial liabilities based on contractual undiscounted
repayment obligations. Repayments which are subject to notice are treated as if notice were to be given immediately.

Financial liabilities Less than 3to 12 1to5 Owver

Total
As at 31 December 2018 3 months montbs years 5 years
Client deposits 14,885 - - - 14,885
Amounts owed to credit institutions - 710 572 - 1,282
Other liabilities 29,453 - - - 29,453
Total undiscounted financial liabilities 44,338 710 572 - 45,620
Financial liabilities Less than 3to 12 1to5 Owver Total
As at 31 December 2017 3 months months years 5 years
Client deposits 25,100 - - - 25,100
Amounts owed to credit institutions 1,541 483 1,506 - 3,530
Other liabilities 36,168 - - - 36,168
Total undiscounted financial liabilities 62,809 483 1,506 - 64,798
Financial liabilities Less than 3to 12 1to5 Owver Total
As at 1January 2017 3 montbhs months years 5 years
Client deposits 14,786 - - - 14,786
Amounts owed to credit institutions 967 1,420 11,033 19,184 32,604
Debt securities issued - 25,545 - - 25,545
Derivative financial liabilities 1,144 - - - 1,144
Other liabilities 38,230 31,286 23,368 22 92,906
Total undiscounted financial liabilities 55,127 58,251 34,401 19,206 166,985
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Risk Management (continued)
Liquidity risk and funding management (continued)

The table below shows the contractual expiry by maturity of the Group’s financial commitments and contingencies.

Less than 3to 12 1to Owver Total

3 montbhs months 5 years 5 years
31 December 2018 2 18 10 - 30
31 December 2017 5 14 28 - 47
1 January 2017 2,194 703 513 16 3,426

The Group expects that not all of the contingent liabilities or commitments will be drawn before expiry of the
commitments.

Market risk

Market risk is the risk that the fair value or future cash flows of financial instruments will fluctuate due to changes in market
variables such as interest rates, foreign exchanges, and equity prices. The Group is not exposed to any significant market risk
except for the currency risk.

Currency risk
Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates.

The tables below indicate the currencies to which the Group had significant exposure at 31 December 2018 on its
monetary assets and liabilities. The analysis calculates the effect of a reasonably possible movement of the currency rate
against the Georgian Lari, with all other variables held constant on the income statement (due to the fair value of currency
sensitive non-trading monetary assets and liabilities). The reasonably possible movement of the currency rate against the
Georgian Lari is calculated as a standard deviation of daily changes in exchange rates over the 12 months. A negative
amount in the table reflects a potential net reduction in income statement or equity, while a positive amount reflects a net
potential increase. During the year ended 31 December 2018 and year ended 31 December 2017, sensitivity analysis did
not reveal any significant potential effect on the Group’s equity.

Change in Effect on Change in Effect on
currency profit before currency profit before
Currency ratein % tax ratein % tax
2018 2017
EUR 9.9% 73 12.0% 107
UsSD 7.1% 778 8.9% 858

Operational risk

Operational risk is the risk of loss arising from systems failure, human error, fraud or external events. When controls fail to
perform, operational risks can cause damage to reputation, have legal or regulatory implications, or lead to financial loss. The
Group cannot expect to eliminate all operational risks, but through a control framework and by monitoring and responding to
potential risks, the Group is able to manage the risks. Controls include effective segregation of duties, access, authorisation and
reconciliation procedures, staff education and assessment processes.
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Fair Value Measurements

Fair value hierarchy

For the purpose of fair value disclosures, the Group has determined classes of assets and liabilities on the basis of the nature,
characteristics and risks of the asset or liability. The following tables show analysis of assets and liabilities measured at fair
value or for which fair values are disclosed by level of the fair value hierarchy:

31 December 2018 Level 1 Level 2 Level 3 Total

Assets measured at fair value

Total investment properties - - 1,362 1,362

Non-residential properties - - 1,362 1,362
Investment securities 5,233 536 - 5,769
Loans to customers - - 8,473 8,473

Assets for which fair values are disclosed
Cash and cash equivalents - 50,376 - 50,376
Amounts due from credit institutions - 508 - 508

Liabilities for which fair values are disclosed

Client deposits - 15,608 - 15,608
Amounts owed to credit institutions - - 1,083 1,083
31 December 2017 Level 1 Level 2 Level 3 Total
Assets measured at fair value
Total investment properties - - 1,362 1,362
Non-residential properties - - 1,362 1,362
Trading securities 6,517 - - 6,517
Assets for which fair values are disclosed
Cash and cash equivalents - 74,588 - 74,588
Amounts due from credit institutions - 557 - 557
Loans to customers - - 6,946 6,946
Liabilities for which fair values are disclosed
Client deposits - 25,100 - 25,100
Amounts owed to credit institutions - 1,545 2,194 3,739
1 January 2017 Level 1 Level 2 Level 3 Total
Assets measured at fair value
Total investment properties - - 1,795 1,795
Land - - 845 845
Non-residential properties - - 950 950
Investment securities - 3,389 - 3,389
Trading securities 6,667 - - 6,667
Assets for which fair values are disclosed
Cash and cash equivalents - 54,300 - 54,300
Amounts due from credit institutions - 24,928 - 24,928
Loans to customers - - 7,286 7,286
Finance lease receivables - - 32,623 32,623
Liabilities measured at fair value
Other liabilities — derivative financial liabilities - 1,144 - 1,144
Liabilities for which fair values are disclosed
Client deposits - 14,786 - 14,786
Amounts owed to credit institutions - - 20,421 20,421
Debt securities issued - - 25,545 25,545
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Fair Value Measurements (continued)
Fair value hierarchy (continued)

The following is a description of the determination of fair value for financial instruments which are recorded at fair value
using valuation techniques. These incorporate the Group’s estimate of assumptions that a matket participant would make
when valuing the instruments.

Investment properties

Investment property is valued using market approach. Changes in inputs will not have material effect on investment property
valuation.

Tnvestment securities and trading securities

Trading securities are quoted equity and debt securities. Investment securities valued using a valuation technique or pricing
models consist of unquoted equity and quoted debt securities.

Loans to customers

Loans to customers are valued using models incorporating the data that is non-observable in the market. The non-observable
inputs to the models include assumptions regarding the future financial performance of the investee, its risk profile, and
economic assumptions regarding the industry and geographical jurisdiction in which the investee operates.

Assets for which fair value approximates carrying value

For financial assets and financial liabilities that are liquid or have a short-term maturity (less than three months), it is assumed
that the carrying amounts approximate to their fair value. This assumption is also applied to demand deposits, savings
accounts without a specific maturity and variable rate financial instruments.

Fixed rate financial instruments

The fair value of fixed rate financial assets and liabilities carried at amortised cost are estimated by comparing market interest
rates when they were first recognised with current market rates offered for similar financial instruments. The estimated fair
value of fixed interest-bearing deposits is based on discounted cash flows using prevailing money-market interest rates for
debts with similar credit risk and maturity.

Maturity Analysis of Financial Assets and Liabilities

The tables below show an analysis of financial assets and liabilities according to their contractual maturities, except for
current accounts as described below. See Note 19 “Risk Management” for the Group’s contractual undiscounted repayment
obligations. In the Management Board’s opinion, liquidity is sufficient to meet the Group’s present requirements.

31 December 2018
On Up to Up to Up to Up to Up to Owver

Total

Demand 3 Months 6 Months 1 Year 3 Years 5 Years 5 Years
Financial assets
Cash and cash equivalents 49,759 617 - - - - - 50,376
Amounts due from credit institutions 1,043 - - - - - - 1,043
Investment securities 5,769 - - - - - - 5,769
Loans to customers - 8,473 - - - - - 8,473
Total 56,571 9,090 - - - - - 65,661
Financial liabilities
Client deposits 14,885 - - - - - - 14,885
Amounts owed to credit institutions 11 22 - 664 386 - - 1,083
Total 14,896 22 - 664 386 - - 15,968
Net 41,675 9,068 - (664) (386) - - 49,693
Accumulated gap 41,675 50,743 50,743 50,079 49,693 49,693 49,693
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Maturity Analysis of Financial Assets and Liabilities (continued)

Financial assets

Cash and cash equivalents

Amounts due from credit institutions
Trading securities

Loans to customers

Total

Financial liabilities

Client deposits

Amounts owed to credit institutions
Total

Net

Accumulated gap

Financial assets

Cash and cash equivalents

Amounts due from credit institutions
Trading securities

Investment securities

Loans to customers

Finance lease receivables

Total

Financial liabilities

Client deposits

Amounts owed to credit institutions
Debt securities issued

Total

Net

Accumulated gap

31 December 2017

On Up to Up to Up to Up to Up to Owver Total
Demand 3 Months 6 Months 1 Year 3 Years 5 Years 5 Years
74,588 . B, B , . B 74,588
4 553 - - - - - 557
6,517 B - . B . . 6,517
65 225 - - 6,656 - - 6,946
81,174 778 - B 6,656 B B 88,608
25,100 - - - - - - 25,100
N 2,029 - . 1,710 . . 3,739
25,100 2,029 - - 1,710 - - 28,839
56,074 (1,251) - B 4,946 B B 59,769
56,074 54,823 54,823 54,823 59,769 59,769 59,769
1 January 2017
On Up to Up to Up to Up to Up to Owver Total
Demand 3 Montbs 6 Months 1 Year 3 Years 5 Years 5 Years
54,300 - - - - - - 54,300
13,601 2,690 2,863 5,774 - B B 24,928
6,667 B B B - . B 6,667
2,792 432 N 165 - . . 3,389
1,714 B B B 5,572 B B 7,286
- 6,928 4,922 7,971 11,955 847 - 32,623
79,074 10,050 7,785 13,910 17,527 847 B 129,193
14,786 - - - - - - 14,786
50 446 440 856 5,686 3,033 9,910 20,421
- B 1,063 24,482 B 5 B 25,545
14,836 446 1,503 25,338 5,686 3,033 9,910 60,752
64,238 9,604 6,282 (11,428) 11,841 (2,186) 9,910) 68,441
64,238 73,842 80,124 68,696 80,537 78,351 68,441
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Maturity Analysis of Financial Assets and Liabilities (continued)

The table below shows an analysis of assets and liabilities analysed according to when they are expected to be recovered

or settled:

Cash and ash equivalents
Amounts due from credit institutions
Trading securities
Investment securities
Loans to customers
Prepayments

Inventories

Investment properties
Property and equipment
Intangible assets

Income tax assets

Other assets

Total assets

Client deposits

Accounts payable

Amounts owed to credit institutions
Income tax liabilities

Other liabilities

Total liabilities

Net

Cash and ash equivalents
Amounts due from aedit institutions
Trading securities

Investment securities

Loans to customers

Finance lease receivables
Insurance premiums receivable
Prepayments

Inventories

Investment propetties
Property and equipment
Goodwill

Intangible assets

Income tax assets

Other assets

Total assets

Client deposits

Acounts payable

Amounts owed to credit institutions
Debt securities issued

Insurance contracts liabilities

Other insurance liabilities

Income tax liabilities

Other liabilities

Total liabilities

Net

31 December 2018

31 December 2017

Less than More than Lessthan  More than
Total Total
1 Year 1 Year 1 Year 1 Year
50,376 B 50,376 74,588 B 74,588
1,043 . 1,043 557 . 557
n/a n/a n/a 6,517 - 6,517
5,769 - 5,769 n/a n/a n/a
8,473 - 8,473 290 6,656 6,946
3,347 - 3,347 5.893 67 5,960
4,287 - 4,287 3,758 - 3,758
- 1,362 1,362 - 1,362 1,362
- 27,042 27,042 - 16,502 16,502
- 6,816 6,816 B 4,577 4,577
- - - 64 30 94
4,566 680 5.046 4,694 375 5,069
77,861 35,900 113,761 96,361 29,569 125,930
14,885 - 14,885 25,100 - 25,100
26,131 26,131 36,168 - 36,168
697 386 1,083 2,029 1,710 3,739
: : . 4 : 4
10,006 4,450 14,456 9,568 f 9,568
51,719 4,836 56,555 72,869 1,710 74,579
26,142 31,064 57,206 23,492 27,859 51,351
1 January 2017
Less than More than Total
1 Year 1 Year
54,300 B 54,300
24,928 8 24,928
6,667 8 6,667
3,389 . 3,389
1,714 5,572 7,286
19,821 12,802 32,623
24,669 44 24,713
7,034 197 7,231
3,212 B, 3,212
- 1,795 1,795
, 27,204 27,204
- 15,454 15,454
- 5,536 5,536
727 1,211 1,938
27,572 19,961 47,533
174,033 89,776 263,809
14,786 - 14,786
26,701 B 26,701
1,792 18,629 20,421
25,545 : 25,545
36,069 5,473 41,542
6,759 1,476 8,235
1,694 - 1,694
14,970 16,441 31,411
128,316 42,019 170,335
45,717 47,757 93,474
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Related Party Disclosures

In accordance with TAS 24 “Related Party Disclosures”, parties are considered to be related if one party has the ability to
control the other party or exercise significant influence over the other party in making financial or operational decisions.
In considering each possible related party relationship, attention is directed to the substance of the relationship, not

merely the legal form.

Related parties may enter into transactions which unrelated parties might not, and transactions between related parties
may not be effected on the same terms, conditions and amounts as transactions between unrelated parties. All

transactions with related parties disclosed below have been conducted on an arm’s length basis.

The volumes of related party transactions, outstanding balances at the year-end, and related expenses and income for the

year are as follows:

Assets
Cash and cash equivalents
Amounts due from credit institutions
Trading securities
Investment securities
Loans to customers
Insurance premiums receivable
Other assets

Liabilities
Client deposits
Accounts payable
Amounts owed to credit institutions
Debt securities issued
Other liabilities

Income and expenses
Interest income from loans to customers
Interest income from investment securities
Interest income from amounts due
from credit institutions
Interest expense on amounts owed to
credit institutions
Interest expense on debt securities issued
Fee and commission income
Fee and commission expense
Net real estate gain
Other income
Salaries and other employee benefits
Administrative expenses

Non-recurring items

Key management personnel do not receive remuneration in BGF and are remunerated through related party companies.

Subsequent Events

31 December 2018

31 December 2017

1 January 2017

Entities under

Sharebolders
common control

Entities under

Sharebolders
common control

Entities under
common control

30,674 - 53,268 - 35,275
500 - 550 - 13,602

- - 2,981 - 5271
472 - - - 2,792

- - - - 1,526

- - - - 1,098
1,625 - 991 - 1,270
33,271 - 57,790 - 60,834
- - - - 4
36,551 - 34,734 - 24,522
408 - 1,184 - 17,728

- - - - 1,572
8,774 - 1,567 - 2,338
45,733 - 37,485 - 46,164

For the year ended 31 December 2018

For the year ended 31 December 2017

Entities under

Entities under

Sharebolders Sharebolders
common control common control

- - 24 -

- - 761 -

447 - 1,630 -
(96) - (1,011) (48)

- - (58) -
22,180 107 16,544 47

(506) - (299) -

982 - 729 -

261 - 1,539 -

- - (185) -

(640) - (1,407) -

- 5 7,321 -
22,628 107 25,588 )

On 11 February 2019, the loans to customers in amount of GEL 8,473 outstanding as at 31 December 2018 were fully

covered by the counterparty.
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