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bobmomm 8mg3ggdobo o bobmbomm oghob dgbobgd 0bogm®8s(300b (Bobo dgddbeb, dg(33emob co/ob
39793930l 3gbobg8) Jomgdo—godmfBgds dgzodmosm bogommggammmb bmdomonbes 3oamohob ggd—
3395 0dg: www.notary.ge sbggqg 3ggzedmmosm otgzmm hgmmgambdg: +995(32) 2 66 19 18

@G0sm3L 03g@s8gBo frrol otggm mIBmadgel 8g, Bn@smomto Bsbs gaMgmodzowo, Bgdl Lsbm@GHsmm dom®m3o,
m8gwog  8gdsmgmdL  olsdsmmbg: Jowmsgo MBoalolEsBolmsglzol JuRs Nes, 35Q3LAMMID Bobgow 393933mM0ls
(@3ds5gdmeo: 10.03.1979 §gelb, 8oLsdseroo: Joerago odoobo, 05 3sMrGIomgwol Jms, N 33. 3oswo Bmdg@o:
#01005004586)  byedmfgHols 653gowmdsl §obsBwgdsmy sg®Bg. csMadBywds FoGmBmaa0bs 0baemobn@o gbol 3m@bols
@85G YMIRI0 ©m3BbAO (Gobgogr 3g8aF3mob lgtdogazsd0 856900 Bboby-6IBA® .. dmmogamdol* oy 2017
ol 23 mghmddgel NO38. bytidogogotgdaco mby: C 1 - obgamobmtio gbs) 805630690 Bgdl dogh Rea®mmboggdreros
9sUBg@, O™ 0go 3sbrgbl 5390l 0sMBsBOL LolFm@gby. Bmsmydbymds Byal Fobsdy @EVGYMS, M3 XgMHm3bs© Femdl
PONI@ ©s 0beralizg® g5gdl, Msmpdsbo BB ©s MamdEBY bawo msfgms Bgdo 56sLfiMgdOm.
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On First of October I, Notary Zaza Megrelishvili in my notary office located in: N5 Stanislavski street, Thilisi, verify
authenticity of the signature made by translator Mikheil Gegetchkori (born on: 10.03.1979, address: Ne3b Kargareteli str., Tbilisi,
Personal Number: Ni01005004586). The Translator presented (Certificate #038, issued by Training Centre “Polyglot”, on October 23,
2017). The translator has been warned by the notary about his responsibility for accurate translation. The Translator has confirmed in
my presence that knows English and Georgian languages properly, translation is accurate and signed the translation in my presence.

Paid notarial charges, according to the Resolution Ne507 approved by the Georgian Government dated on December 29,2011
according to the Article 31 about - “notarial charges and amount of fees prescribed by the Notary Chamber, the rule of their payment
and “terms of service” 100 GEL for 1 copies (1 copy consists of 50 pages and the translator fulfilled his signature on all pages) the
translation and according to the Article 39 notarial registration charges - 2 GEL, totally 102 GEL is paid.

Bm@smombo:

Notary:

D%y 9gaMgeodzomo

Zaza Megrelishvili
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53063BLME 9649008290500, 96 0¢) 5993500 0bBMOTS300 3M55Y339G M0 046900,

3933300 B39l oli33bsli. Bggbo ALy germdgdo 9x3dbgds B3z9bo  sOGHMO™MS

513360l F90bol  MIMOPdEy FoMIOME  SMOGHMO  I3HI0EJOIENYOJOL.
535L9b, 9MBs35¢To  HoMBMIMdOEds IM3egbgdds s d9Jdboerds 30msM9dgOTS

d9L5derMms  50dMMb 31335605 9PY30BH™ML BWBJ30MmboMmgds LEHomBmML  mfiygzg@o
1996J30mboMmgdol 3M0bzodom;
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5J3H03900L  Tgbobgd  0bxM®Bs300,  OMIWGIMID 3930060 93MmbMmTo3z MO
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Log3mdzgedg  2osHY393H0wgdol  JoEgdol  Lygombo.  5gGH0390d0  FMmbogrmEbywo
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dmbdo®q00sb. 0d3s, bbgs BodBHm®m9do, MHmamm0Ess $H9dbozn®o b 3maghEoreo
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A996031960 56 3mIgME30E0 MBLME9630s.
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9mALObMM9dOL 255939 1,071,714 2,718,582
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05030560 dbEem98-9cm05 063 rolrI0 960056 JsH0r9em 965 B9 025900056005
B0 ,5¢7%R5 ““b EO3CPT0MIBIe0 25Hx 060l Jobgoce» 39893302(0b Jog6.



056K 0856MS oMM ,,50mg35" |

0119, LsgoBmnzgam, J. MI0EOLO, 3. f9Mgomeol gsdb. 116, ,,0BY 3ansBs®, mzgolo #218, Ggw.: +995 557 501 000
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2905LobdYB0, 2oMS BMyqdOL A5EILIHBOOLS (19,000) (23,769)
Lbgo (188,868) (231,878)
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Technologies group)
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399mbgams 315,394 17,949 29,777 - 363,120
2oLgo (17,099) (17,099)
2016 fewols 31 g399dGobmgols 5,550,385 366,814 256,544 31,320 6,205,063
399mbgams 95,726 56,400 29,848 - 181,974
Bodmfgms (243,940) (243,940)
2017 ool 31 g399d®olmgols 9,402,171 423,214 286,392 31,320 6,143,097
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©OMZOWO (33900
2015 Gewob 31 g399dGolmgols  (2,992,382) (126,332) (161,034) (25,924) (4,052,360)
800006569 ol oGosbywo (620,300) (51,831) (55,610) - (727,741)
CRHY
§obs ferob sammzomo 339ms - - 6,450 - 6,450
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800006569 ol oGosbywo (697,415) (49,273) (52,040) (2,087) (800,815)
CRHY
fobs farol og®mgowo 339000 243,940 - - - 243,940
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$00605 1sd5IBLM WOMmGdTYEgDds
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2016 ferobs 1-gro 1,762,681 | 98857 | (347942 | 727,735 | 219,923 | 5,096,159
056360obomgzol 8

399cligers 248,524 289,675 184,124 - 37,736 760,059

05030560 dbEem98-9cm05 063 rolrI0 960056 JsH0r9em 965 B9 025900056005
B0 ,5¢7%R5 ““b EO3CPT0MIBIe0 25Hx 060l Jobgoce» 39893302(0b Jog6.



056X 005600 BOMGOM ,,50005*

0119, LsgoBmnzgam, J. MI0EOLO, 3. f9Mgomeol gsdb. 116, ,,0BY 3ansBs®, mzgolo #218, Ggw.: +995 557 501 000

2016 fjepols 31 2,011,205 | 1,358,253 | 1,501,366 | 727,735 | 257,659 | 5,856,218
€09393dMobomgols
890mbgams 306,896 200,466 120,914 628,276
Bs30f)6o : : (79,283) (79,283)
2017 fjwols 31 2,011,205 | 1,665,149 | 1,701,832 | 769,366 | 257,659 | 6,405,211
| 0930936 0bogols
93030000 5dMOGHODBF0S
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16. Loogdgom 3930@5w0

sgdzombgMgdo % 5330900 MOOMIGIO 2017 Geoob 31 2016 ool 31
aggool 093993960 093998960
mr\ﬁ\n?\vﬂnﬂnn?\\
Ll 0m0dobo 05630 93.31% 325,541 10 3,255,41 3,255,410
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INDEPENDENT AUDITORS’ REPORT
To the Shareholders and Management of JSC United Financial Corporation
Opinion

We have audited the financial statements of JSC United Financial Corporation, (hereinafter -
the Company) which comprise the statement of financial position as at 31 December 2017, and
the statements of comprehensive income, changes in equity and cash flows for the year then
ended, and notes to the financial statements, including a summary of significant accounting
policies.

In our opinion, the accompanying financial statements present fairly, in all material respects,
the financial position of the Company as at 31 December 2017, and its financial performance
and its cash flows for the year then ended in accordance with International Financial Reporting
Standards (IFRSs).

Basis for Opinion

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

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

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

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

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

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



Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

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

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

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

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

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

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

« Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Company to express an opinion on the financial
statements. We are responsible for the direction, supervision and performance of the audit.
We remain solely responsible for our audit opinion.



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

The engagement partner responsible for the audit resulting in this independent auditor’s
report is Ivane Zhuzhunashvili

For and on behalf of BDO LLC
Thbilisi, Georgia
30 July 2018
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JSC UNITED FINANCIAL CORPORATION
STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2017

(In Georgian Lari)

2017 2016

Revenue from services rendered 11,695,870 11,825,606
Other income 2,129 63,155
11,697,999 11,888,761

Salaries and other employee benefits (3,544,211) (3,221,851)
Other operating and administrative expenses (2,060,646) (2,079,987)
Depreciation and amortisation (1,359,843) (1,578,875)
Software support fee (1,022,561) (873,807)
(7,987,261) (7,754,520)

Income from operations 3,710,738 4,134,241
Finance income 509,989 497,208
Net loss from exchange rate differences (15,375) (40,663)
Profit before income tax 4,205,352 4,590,786
Income tax expense - (630,564)
Total comprehensive income 4,205,352 3,960,222

Signed on behalf of management on 30 July 2018 by:

General Director

Chief Accountant

V. Aslamazishvili

M. Chkhikvishvili

Notes on pages 10-29 are the integral part of these financial statements.
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JSC UNITED FINANCIAL CORPORATION
STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2017

{In Georgian Lari)

Note 2017 2016
Revenue from services rendered 5 11,695,870 11,825,606
Other income 2,129 63,155
11,697,999 11,888,761
Salaries and other employee benefits 6 (3,544,211) (3,221,851)
Other operating and administrative expenses 7 (2,060,646} (2,079,987)
Depreciation and amortisation (1,359,843) (1,578,875)
Software support fee 8 {1,022,561) (873,807)
(7,987,261) (7,754,520)
Income from operations 3,710,738 4,134,241
Finance income 9 509,989 497,208
Net loss from exchange rate differences {15,375) {(40,663)
Profit before income tax 4,205,352 4,590,786
Income tax expense (630,564}
Total comprehensive income 4,205,352 3,960,222
Signed on behalf of management on 30 July 2018
General Director /V Aslamazishvili
Chief Accountant M. Chkhikvishvili
Notes on pages 10-29 are the integral part of these financial statements.
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JSC UNITED FINANCIAL CORPORATION
STATEMENT OF FINANCIAL POSITION
As at 31 December 2017

(In Georgian Lari)

31 December

31 December

Note 2017 2016

ASSETS
Non-current assets

Property and equipment 10 1,606,936 2,152,703

Intangible assets 11 3,049,081 3,071,407
Total non-current assets 4,656,017 5,224,110
Current assets

Inventories 209,896 233,533

Trade receivables 12 1,275,712 1,247,837

Held to maturity investments 13 3,342,369 2,596,395

Other current assets 14 451,562 1,282,945

Cash and cash equivalents 15 1,561,917 5,022,401
Total current assets 6,841,456 10,383,111
Total assets 11,497,473 15,607,221
OWNER'S EQUITY AND LIABILITIES
Owner's equity

Share capital 16 3,488,510 3,488,510

Retained earnings 7,165,561 2,960,209
Total owner's equity 10,654,071 6,448,719
Non-current liabilities

Provision 45,000 45,000
Total non-current liabilities 45,000 45,000
Current liabilities

Trade payables 104,932 71,502

Dividends payable 601,200 9,000,000

Other current liabilities 92,270 42,000
Total current liabilities 798,402 9,113,502
Total owner's equity and liabilities 11,497,473 15,607,221

Notes on pages 10-29 are the integral part of these financial statements.
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JSC UNITED FINANCIAL CORPORATION
STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2017

(In Georgian Lari)

Share Retained
capital Earnings Total
At 31 December 2015 3,488,510 7,999,987 11,488,497
Dividends (9,000,000) (9,000,000)
Total comprehensive income for the year 3,960,222 3,960,222
At 31 December 2016 3,488,510 2,960,209 6,448,719
Total comprehensive income for the year 4,205,352 4,205,352
At 31 December 2017 3,488,510 7,165,561 10,654,071

Notes on pages 10-29 are the integral part of these financial statements.
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JSC UNITED FINANCIAL CORPORATION
STATEMENT OF CASH FLOWS
For the year ended 31 December 2017

(In Georgian Lari)

Note 2017 2016
Cash flows from operating activities
Income before taxation 4,205,352 4,590,786
Adjustments to:

Depreciation and amortisation 10, 11 1,359,843 1,578,875

Finance income 9 (509,989) (497,208)

Change in provision for warranty (27,259)

Net loss from exchange rate differences 15,375 40,663

Net loss from written-off intangible assets 18,500
\(’sz:)srrlmdi:glgx)if{:lm operating activities before changes in 5,089,081 5,685,857

Movements in working capital:

Decrease in inventories 23,637 69,658

rD(:zccerievaasbel(/eglncrease) in trade and other current 803,508 (309,758)

Increase in trade and other current payables 134,149 231,722
Cash inflow from operating activities 6,050,375 5,677,479

Income tax paid (50,000) (1,450,000)
Net cash inflow from operating activities 6,000,375 4,227,479
Cash flows from investing activities

Purchase of property and equipment 10 (181,974) (363,120)

Proceeds from sale of property and equipment 10,649

Purchase of intangible assets 11 (628,276) (760,059)

Held to maturity investments (1,000,743) (2,300,000)

Interest received 764,758 232,320
Net cash outflow from investing activities (1,046,235) (3,180,210)
Cash flows from financial activities

Dividends paid (8,398,800)
Net cash outflow from financing activities (8,398,800) -
Net increase in cash and cash equivalents (3,444,660) 1,047,269
Cash and cash equivalents at the beginning of the year 5,022,401 4,004,712

g:\fdeg;;); gzi?fise:;sforeign exchange rate on cash (15,824) (29,580)
Cash and cash equivalents at the end of the year 1,561,917 5,022,401

Notes on pages 10-29 are the integral part of these financial statements.
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JSC UNITED FINANCIAL CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2017

(In Georgian Lari)

1. GENERAL INFORMATION

JSC United Financial Corporation (hereinafter - the Company) was founded in March 2001 in accordance
with the Georgian legislation. The company’s legal form is a joint-stock company (JSC).

JSC United Financial Corporation is certified processing centre of international card systems - VISA
International and MasterCard Worldwide in card issuance and cervices. Since February 2011 the company
is certified in accordance with PCI DSS’s requirements.

The main purpose of the Company’s activity is to provide payment process with Visa international,
MasterCard and Maestro in Banks, ATMs, shopping malls and Service facilities throughout the Georgian
territory.

The structure of the company’s shareholders as at 31 December 2017 and 2016 can be presented as
follows:

e JSC TBC Bank - 93.31% of shares
e LTD UFC international - 6.69% of shares

The Company had no ultimate controlling party as at 31 December 2017 and 2016.
The legal address of the Company is 154, Aghmashenebeli Ave, Thilisi, Georgia.

2. BASIS OF PREPARATION
STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with International Financial Reporting
Standards, International Accounting Standards and Interpretations (collectively IFRSs).

The Company maintains its records and prepares financial statements In Georgian Lari (GEL) in
accordance with International Financial Reporting Standards (IFRS) as required by Georgian legislation.

The reporting period for the Company is the calendar year from January 1 to December 31.
Amounts in the financial statements are presented without rounding, unless otherwise stated.

The preparation of financial statements in compliance with adopted IFRS requires the use of certain
critical accounting estimates. It also requires management to exercise judgment in applying The
Company's accounting policies. The areas where significant judgments and estimates have been made
in preparing the financial statements and their effect are disclosed in Note 4.

BASIS OF MEASUREMENT

These financial statements have been prepared under the historical cost basis.
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JSC UNITED FINANCIAL CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2017

(In Georgian Lari)

2. BASIS OF PREPARATION (CONTINUED)
CHANGES IN ACCOUNTING POLICIES
a) New standards, interpretations and amendments effective from 1 January 2017

There were no new standards or interpretations effective for the first time for periods beginning on or
after 1 January 2017. None of the amendments to Standards that are effective from that date had a
significant effect on the Company’s financial statements.

b) New standards, interpretations and amendments not yet effective

The following new standards, interpretations and amendments, which are not yet effective and have
not been adopted early in these financial statements, will or may have an effect on the Company's
future financial statements:

e |FRS 15 - Revenue from Contracts with Customers
e IFRS 9 - Financial Instruments
e |IFRS 16 - Leases

IFRS 15 Revenue from Contracts with Customers. In May 2014, IFRS 15 was issued which establishes
a single comprehensive model for entities to use in accounting for revenue arising from contracts with
customers. IFRS 15 will supersede the current revenue recognition guidance including IAS 18 Revenue,
IAS 11 Construction Contracts and the related interpretations when it becomes effective.

The core principle of IFRS 15 is that an entity should recognise revenue to depict the transfer of promised
goods or services to customers in an amount that reflects the consideration to which the entity expects
to be entitled in exchange for those goods and services. Specifically, the standard provides a single,
principles based five-step model to be applied to all contracts with customers.

The five steps in the model are as follows:
e |dentify the contract with the customer
e |dentify the performance obligations in the contract
e Determine the transaction price
e Allocate the transaction price to the performance obligations in the contracts
e Recognise revenue when (or as) the entity satisfies a performance obligation

Under IFRS 15, an entity recognises revenue when or as a performance obligation is satisfied, i.e. when
‘control’ of the goods or services underlying the particular performance obligation is transferred to the
customer. Far more prescriptive guidance has been added on topics such as the point in which revenue
is recognised, accounting for variable consideration, costs of fulfilling and obtaining a contract and
various related matters. New disclosures about revenue are also introduced.

The standard is effective from 1 January 2018 with early application permitted. Depending on the chosen
approach to applying IFRS 15, the transition can involve one or more than one date of initial application
for different requirements.

IFRS 9 Financial Instruments. IFRS 9 issued in November 2009 introduced new requirements for the
classification and measurement of financial assets. IFRS 9 was subsequently amended in October 2010
to include requirements for the classification and measurement of financial liabilities and for
derecognition, and in November 2013 to include the new requirements for general hedge accounting.
In July 2014 IASB issued a finalised version of IFRS 9 mainly introducing impairment requirements for
financial assets and limited amendments to the classification and measurement requirements for
financial assets. IFRS 9 is aiming at replacing IAS 39 Financial Instruments: Recognition and
Measurement.
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JSC UNITED FINANCIAL CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2017

(In Georgian Lari)

2. BASIS OF PREPARATION (CONTINUED)

The key requirements of IFRS 9 are:

Classification and measurement of financial assets. Financial assets are classified by reference
to the business model within which they are held and their contractual cash flow characteristics.
Specifically, debt instruments that are held within the business model whose objective is to
collect the contractual cash flows, and that have contractual cash flows that are solely payments
of principal and interest on the principal outstanding are generally measured at amortised cost
after initial recognition. The 2014 version of IFRS 9 introduces a ‘fair value through other
comprehensive income' category for debt instruments held within the business model whose
objective is achieved both by collecting contractual cash flows and selling financial assets,
and that have contractual terms of the financial asset giving rise on specified dates to cash flows
that are solely payments of principal and interest on the principal amount outstanding which are
measured at fair value through other comprehensive income after initial recognition. All other
debt and equity investments are measured at their fair values. In addition, under IFRS 9, entities
may make an irrevocable election to present subsequent changes in the fair value of an equity
investment (that is not held for trading) in other comprehensive income, with only dividend
income generally recognised in profit or loss.

Classification and measurement of financial liabilities. Financial liabilities are classified in a
similar manner to under IAS 39, however there are differences in the requirements applying to
the measurement of an entity's own credit risk. IFRS 9 requires that the amount of change in the
fair value of the financial liability that is attributable to changes in the credit risk of that liability
is presented in other comprehensive income, unless the recognition of the effects of changes in
the liability’s credit risk in OCI would create or enlarge an accounting mismatch in profit or loss.
Changes in fair value attributable to a financial liability’s credit risk are not subsequently
reclassified to profit or loss.

Hedge accounting. Introduces a new hedge accounting model that is designed to be more closely
aligned with how entities undertake risk management activities when hedging financial and non-
financial risk exposures. Under IFRS 9, greater flexibility has been introduced to the types of
transactions eligible for hedge accounting, specifically broadening the types of instruments that
qualify for hedging instruments and the types of risk components of non-financial items that are
eligible for hedge accounting. In addition, the effectiveness test has been overhauled and
replaced with the principal of an ‘economic relationship’. Retrospective assessment of hedge
effectiveness is also no longer required. Enhanced disclosure requirements about an entity’s risk
management activities have also been introduced.

Derecognition. The requirements for the derecognition of financial assets and liabilities are
carried forward from IAS 39.

The standard is effective from 1 January 2018 with early application permitted. Depending on the chosen
approach to applying IFRS 9, the transition can involve one or more than one date of initial application
for different requirements.
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JSC UNITED FINANCIAL CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2017

(In Georgian Lari)

2. BASIS OF PREPARATION (CONTINUED)

IFRS 16 Leases. In January 2016 the IASB issued IFRS 16. IFRS 16 supersedes 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.

The accounting requirements for lessors have largely been carried forward unchanged from IAS 17. This
means that a lessor continues to classify leases as operating or finance. The major changes are for
lessees, with IFRS 16 setting out a single model for lessees which eliminates the distinction between
operating and finance leases, and results in the statement of financial position reflecting a ‘right of
use’ asset and a corresponding liability for most lease contracts. The asset is subsequently accounted
for as property, plant and equipment or investment property and the liability is unwound using the
interest rate implicit in the lease. However, entities have an option not to bring onto the statement of
financial position short term leases (i.e. those with a term of 12 months or less) and leases of low value
items.

As a result, a key question changes from whether a lease is an operating or a finance lease under current
guidance, to whether an arrangement gives rise to something that meets the definition of a lease. The
scope of IFRS 16 is wide, and some arrangements involving the use of assets that might be viewed as
service contracts (which are executory and not recorded in the statement of financial position) may in
fact result in a lease within the scope of IFRS 16. Significant changes to systems and processes may be
required in order to comply with the new requirements.

In the income statement, the application of IFRS 16 will result in a depreciation charge (within operating
expenses) and an interest expense. Assuming depreciation is charged on a straight-line basis, the total
expense will be higher in the first part of a lease in comparison with later periods, because the lease
liability and related interest expense will be higher.

IFRS 16 has an effective date of 1 January 2019, with early application permitted only if IFRS 15 has also
been adopted.

The effects of IFRS 15 Revenues from Contracts with Customers, IFRS 9 Financial Instruments and IFRS
16 Leases are still being assessed, as these new standards may have a significant effect on the Company’s
future financial statements.
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JSC UNITED FINANCIAL CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2017

(In Georgian Lari)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principal accounting policies applied in the preparation of these financial statements are set out below.
These policies are consistently applied to all the years presented, unless otherwise stated.

FINANCIAL INSTRUMENTS
(a) Financial assets

Financial assets in the scope of IAS 39 are classified as either financial assets at fair value through profit
or loss, loans and receivables, held to maturity investments, or available for sale financial assets. The
Company determines the classification of its financial assets upon initial recognition.

Fair value through profit or loss

Financial assets are classified as at fair value through profit or loss when the financial asset is either
held for trading or it is designated as at fair value through profit or loss. They are stated at fair value,
with any gains or losses arising on re-measurement recognised in profit or loss.

The Company does not have any assets held for trading nor does it voluntarily classify any financial
assets as being at fair value through profit or loss.

Held to maturity investments

Non-derivative financial assets with fixed or determinable payments and fixed maturity are classified as
held to maturity when The Company has positive intention and ability to hold them upon maturity. The
Company does not have any assets as being classified held to maturity.

Loans and receivables

These assets are non-derivative financial assets with fixed or determinable payments that are not quoted
in an active market. They are initially recognised at fair value plus transaction costs that are directly
attributable to their acquisition or issue and are subsequently carried at amortised cost using the
effective interest rate method, less provision for impairment.

Available-for-sale

Non-derivative financial assets not included in the above categories are classified as available for sale
and comprise principally The Company's strategic investments in entities not qualifying as subsidiaries,
associates or jointly controlled entities as well as corporate bonds. They are carried at fair value with
changes in fair value generally recognised in other comprehensive income and accumulated in the
available-for-sale reserve; Where there is a significant or prolonged decline in the fair value of an
available for sale financial asset (which constitutes objective evidence of impairment), the full amount
of the impairment, including any amount previously recognised in other comprehensive income, is
recognised in profit or loss.

Purchases and sales of available for sale financial assets are recognised on settlement date with any
change in fair value between trade date and settlement date being recognised in the available-for-sale
reserve. On sale, the cumulative gain or loss recognised in other comprehensive income is reclassified
from the available-for-sale reserve to profit or loss. The Company does not have any assets classified as
available-for-sale.

Derecognition of financial assets

The Company derecognises financial assets when (a) the assets are redeemed or the rights to cash flows
from the assets otherwise expired or (b) The Company has transferred the rights to the cash flows from
the financial assets or entered into a qualifying pass-through arrangement while (i) also transferring
substantially all the risks and rewards of ownership of the assets or (ii) neither transferring nor retaining
substantially all risks and rewards of ownership but not retaining control. Control is retained if the
counterparty does not have the practical ability to sell the asset in its entirety to an unrelated third
party without needing to impose additional restrictions on the sale.
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JSC UNITED FINANCIAL CORPORATION

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2017

(In Georgian Lari)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(b) Financial liabilities

Financial liabilities are classified as trade and other payables or borrowings. Financial liabilities are
initially measured at fair value, net of transaction costs. Financial liabilities are subsequently measured
at amortised cost using the effective interest method, with interest expense recognised on an effective
yield basis.

The effective interest method is a method of calculating the amortised cost of a financial liability and
of allocating interest expense over the relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash payments through the expected life of the financial liability, or
(where appropriate) a shorter period, to the net carrying amount on initial recognition.

Derecognition of financial liabilities

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

(c) Offsetting

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

(d) IFRS 13 fair value measurement hierarchy

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

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

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

e Inputs for the asset or liability that are not based on observable market data (unobservable
inputs) (Level 3).

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

The Company has no financial assets or liabilities measured at fair value; accordingly, they are not
presented under the IFRS 13 fair value measurement hierarchy.
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JSC UNITED FINANCIAL CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2017

(In Georgian Lari)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
CASH AND CASH EQUIVALENTS

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

PROPERTY AND EQUIPMENT

Property and equipment is stated at historical cost, less accumulated depreciation. Costs of minor repair
and maintenance are expensed when incurred. Cost of replacing major parts of components of property
and equipment items are capitalised and the replaced parts are retired.

At each reporting date the management assess whether there is any indication of impairment of property
and equipment. If any such indication exists, the management estimates the recoverable amount, which
is determined as the higher of an asset’s fair value less costs to sell and its value in use. The carrying
amount is reduced to the recoverable amount and the impairment loss is recognised in profit and loss.
An impairment loss recognised for an asset in prior years is reversed if there has been a change in the
estimates used to determine the asset’s value in use or fair value less costs to sell.

Gains and losses on disposals determined by comparing proceeds with carrying amount are recognised
on profit or loss for the year.

Depreciation of property and equipment is calculated using the straight-line method to allocate their
cost over their estimated useful lives:

Group Useful life (year)
Computers and server equipment 3-15
Furniture and office equipment 5-10
Vehicles 10

INTANGIBLE ASSETS

All of the Company’s intangible assets have definite useful life and include licenses and computer
software.

Acquired computer software licenses are capitalised on the basis of the costs incurred to acquire and
bring to use the specific software. All other costs associated with computer software, e.g. its
maintenance, are expensed when incurred. Intangible assets are amortised on a straight-line basis over
expected useful live of seven years.

INVENTORIES

Inventories are initially recognised at cost, and subsequently at the lower of cost and net realisable
value. Cost comprises all costs of purchase and other costs incurred in bringing the inventories to their
present location and condition. For example, cost of transportation, import duty and other directly
attributable expenses.

Page 16 - 29



JSC UNITED FINANCIAL CORPORATION

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2017

(In Georgian Lari)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
TAXATION

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

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

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

« Payment of dividends

« Differences between contract price and market price
« Expenses not related to economic activity

o Payments not related to economic activity

« Free of charge supply and gifts

+ Representative expenses above limits

Owing to the specific nature of the taxation system, there are no differences between the carrying
amounts and tax bases of the assets and liabilities of companies registered in Georgia that could result
in deferred tax assets or deferred tax liabilities.

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

SHARE CAPITAL

The Company’s shares define the amount of authorised share capital. The changes in the Company’s
share capital are only made based on the decision of the Company’s owners. The authorised capital is
recognised as share capital in the equity of the Company to the extent that it was contributed by the
owners of the Company.
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JSC UNITED FINANCIAL CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2017

(In Georgian Lari)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
REVENUE RECOGNITION

Revenue is measured at the fair value of the consideration received or receivable. The Company
recognises revenue when the amount of revenue can be reliably measured; when it is probable that
future economic benefits will flow to the entity; and when specific criteria have been met for each of
the Company’s activities, as described below. The Company bases its estimate of return on historical
results, taking into consideration the type of customer, the type of transaction and the specifics of each
arrangement.

Revenue from services rendered is recognised in proportion to the stage of completion of the transaction
at the reporting date. The stage of completion is assessed with reference to surveys of work performed.
When the services under a single arrangement are rendered in different reporting periods, the
consideration is allocated on a relative fair value basis between the services.

RECOGNITION OF EXPENSES

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

Expenses incurred during the services rendered are recognised in proportionate calculation with
recognised income.

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

SALARIES AND OTHER EMPLOYEE BENEFITS

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

FOREIGN CURRENCIES CONVERSION

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

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

Foreign exchange gains and losses resulting from the settlement of transactions and from the translation
of monetary assets and liabilities into Company’s functional currency at year-end official exchange rates
are recognised in the statement of comprehensive income.

Table below presents the closing exchange rates by the National Bank of Georgia as at 31 December
2017 and 2016:

usb EUR
Exchange rate as at 31 December 2017 2.5922 3.1044
Exchange rate as at 31 December 2016 2.6468 2.7940
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
PROVISIONS, CONTINGENT LIABLITIES AND CONTINGENT ASSETS

A provision is a liability of uncertain timing or amount. A liability is a present obligation of the entity
arising from past events, the settlement of which is expected to result in an outflow from the entity of
resources embodying economic benefits. An obligating event is an event that creates a legal or
constructive obligation that results in an entity having no realistic alternative to settling that obligation.
A legal obligation is an obligation that derives from:

- A contract (through its explicit or implicit terms);
- Legislation; or
- Other operation of law.
A constructive obligation is an obligation that derives from an entity's actions where:

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

- As aresult, the entity has created a valid expectation on the part of those other parties that it
will discharge those responsibilities.

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

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

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

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

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

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

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

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

EVENTS AFTER THE REPORTING PERIOD

Events after the reporting period and events before the date of financial statements authorization for
issue that provide additional information about The Company’s financial statements are reported in the
financial statements. Post-balance sheet events that do not affect the financial position of The Company
at the balance sheet date are disclosed in the notes to the financial statements when material.
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JSC UNITED FINANCIAL CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2017

(In Georgian Lari)

4. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

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

USEFUL LIVES OF PROPERTY, EQUIPMENT AND INTANGIBLE ASSETS

The estimation of the useful lives of items of property, equipment and intangible assets is a matter of
judgment based on the experience with similar assets. The future economic benefits embodied in the
assets are consumed principally through use. However, other factors, such as technical or commercial
obsolescence and wear and tear, often result in the diminution of the economic benefits embodied in
the assets. Management assesses the remaining useful lives in accordance with the current technical
conditions of the assets and estimated period during which the assets are expected to earn benefits for
the Company. The following primary factors are considered: (a) expected usage of the assets; (b)
expected physical wear and tear, which depends on operational factors and maintenance programme;
and (c) technical or commercial obsolescence arising from changes in market conditions.

INITIAL RECOGNITION OF RELATED PARTY TRANSACTIONS

In the normal course of business, the Company enters into transactions with its related parties. IAS 39
requires initial recognition of financial instruments based on their fair values. Judgement is applied in
determining if transactions are priced at market or non-market interest rates, where there is no active
market for such transactions. The basis for judgement is pricing for similar types of transactions with
unrelated parties and effective interest rate analysis. Terms and conditions of related party balances are
disclosed in Note 18.
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(In Georgian Lari)

5. REVENUE FROM SERVICES RENDERED

2017 2016
Authorisation 6,203,113 6,283,426
Issuing Services 2,508,705 2,718,582
Project implementation and support 1,442,689 1,247,317
Personalisation 921,381 1,061,819
Other processing services 619,982 514,462
Total revenue from services rendered 11,695,870 11,825,606
Revenue by customers can be presented as follows:
2017 2016
JSC TBC Bank 8,999,681 8,963,549
JSC VTB Bank Georgia 1,544,403 1,620,013
JSC Basis Bank 337,233 287,757
JSC Credo Bank 336,415 499,692
JSC Finka Bank Georgia 153,163 71,329
JSC Khalik Bank Georgia 141,389 121,610
LTD Universal Card Corporation 74,004 132,642
Other 109,582 129,014
Total revenue from services rendered by customers 11,695,870 11,825,606
6. SALARIES AND OTHER EMPLOYEE BENEFITS
2017 2016
Salaries (2,748,008) (2,617,856)
Bonuses (683,261) (518,568)
Other (112,942) (85,427)
Total salaries and other employee benefits (3,544,211)  (3,221,851)
7. OTHER OPERATING AND ADMINISTRATIVE EXPENSES
2017 2016
Consulting and other professional services (720,079) (755,031)
Inventories written off (391,459) (361,602)
Operating lease expenses (358,732) (351,364)
Communication expenses (162,595) (163,099)
Utilities (78,434) (98,110)
Office expenses (75,245) (54,083)
Representative expenses (37,083) (27,186)
Business trips (29,151) (13,865)
Taxes other than income tax (19,000) (23,769)
Other (188,868) (231,878)
Total other operating and administrative expenses (2,060,646) (2,079,987)
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8. SOFTWARE SUPPORT FEE

Software support fee includes monthly expenses related to effective working of licenses until the end
of useful life. Funds for covering these expenses are paid to the provider of licenses.

Software support expenses by providers for the year ended 31 December 2017 and 2016 can be

represented as follows:

2017 2016
Tieto Enator (830,738) (715,125)
INLINE Technologies group (114,622) (95,024)
Other (77,201) (63,658)
Total software support fees (1,022,561) (873,807)

9. FINANCE INCOME

Finance income is comprised by interest income arising from held to maturity investments and cash on

current accounts placed in local banks.

10. PROPERTY AND EQUIPMENT

Computers  Furniture
and server and office Leasehold
Historical cost equipment equipment improvements Vehicles Total
At 31 December 2015 5,234,991 348,865 243,866 31,320 5,859,042
Additions 315,394 17,949 29,777 363,120
Disposals (17,099) (17,099)
At 31 December 2016 5,550,385 366,814 256,544 31,320 6,205,063
Additions 95,726 56,400 29,848 181,974
Write-offs (243,940) (243,940)
At 31 December 2017 5,402,171 423,214 286,392 31,320 6,143,097
Accumulated depreciation
At 31 December 2015 (2,992,382) (126,332) (115,444) (23,837) (3,257,995)
Depreciation charge (697,415) (49,273) (52,040) (2,087) (800,815)
ﬁfczt;;r';glsaatl(sad depreciation 6,450 6,450
At 31 December 2016 (3,689,797) (175,605) (161,034) (25,924) (4,052,360)
Depreciation charge (620,300) (51,831) (55,610) (727,741)
éf;‘;srggggd depreciation 243,940 243,940
At 31 December 2017 (4,066,157) (227,436) (216,644) (25,924) (4,536,161)
Net book value
At 31 December 2016 1,860,588 191,209 95,510 5,396 2,152,703
At 31 December 2017 1,336,014 195,778 69,748 5,396 1,606,936
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11. INTANGIBLE ASSETS

The Company’s intangible assets include licenses and software used in services, which the Company

renders to its customers:

Operations IT Info

Historical cost (authorisation) Acquiring Issuing Infrastructure Security Total

At 1 January 2016 1,762,681 1,068,578 1,317,242 727,735 219,923 5,096,159
Additions 248,524 289,675 184,124 37,736 760,059

At 31 December 2016 2,011,205 1,358,253 1,501,366 727,735 257,659 5,856,218
Additions - 306,896 200,466 120,914 628,276
Write-offs - - - (79,283) (79,283)

At 31 December 2017 2,011,205 1,665,149 1,701,832 769,366 257,659 6,405,211

Accumulated amortisation

At 1 January 2016 (802,559) (379,445) (603,855) (156,860)  (63,995) (2,006,751)
Amortisation charge (264,560)  (171,687)  (210,197) (86,214) (45,402) (778,060)

At 31 December 2016 (1,067,119) (551,132) (814,052)  (243,074) (109,397) (2,784,811)
Amortisation charge (244,126) (97,316)  (113,794) (111,238) (65,628) (632,102)
éfcitlr?czlzﬁg amortisation 60,783 60,783

At 31 December 2017 (1,311,245) (648,448) (927,846)  (293,529) (175,025) (3,356,130)

Net book value

At 31 December 2016 944,086 807,121 687,314 484,661 148,262 3,071,407

At 31 December 2017 699,960 1,016,701 773,986 475,837 82,634 3,049,081

12. TRADE RECEIVABLES

Trade receivables by costumers can be presented as follows:

31 December

31 December

2017 2016
JSC TBC Bank 726,215 929,282
LTD UGT 280,514 11,757
JSC VTB Bank Georgia 141,656 165,406
JSC Basis Bank 37,515 27,174
JSC Credo Bank 34,512 54,004
Other 55,300 60,214
Total trade receivables 1,275,712 1,247,837

The credit period offered to the Company’s trade debtors does not exceed 30 days.

Financial assets other than cash and cash equivalents classified as loans and receivables are neither past
due nor impaired as at 31 December 2017 and 2016.
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13. HELD TO MATURITY INVESTMENTS

Held to maturity investments for the year ended 31 December 2017 can be presented as followed:

Accrued

Maturity % Principle interest

JSC TBC BANK 13-Aug-18 9.30% 1,500,619 18,353
JSC TBC BANK 13-Aug-18 9.30% 300,124 3,670
JSC VTB BANK 7-May-18 9.00% 1,500,000 19,603
Total held to maturity investments 3,300,743 41,626

Held to maturity investments for the year ended 31 December 2016 can be presented as followed:

Accrued

Maturity % Principle interest
JSC TBC BANK 22-Jun-17 7.75% 1,000,000 21,233
JSC TBC BANK 15-Apr-17 11.00% 800,000 62,682
JSC VTB BANK 1-Nov-17 8.75% 500,000 212,480
Total held to maturity investments 2,300,000 296,395

14. OTHER CURRENT ASSETS

31 December 31 December

2017 2016
Paid advances 235,650 296,967
Prepaid taxes 215,912 985,978
Total other current assets 451,562 1,282,945

15. CASH AND CASH EQUIVALENTS

Cash and cash equivalents balance is comprised by cash on current accounts in local banks in Georgian
Lari.

16. SHARE CAPITAL

Shareholders % Shares shzrri:einpg:EL 31 Dzeg1e;n ber 31 D2eg1egnber
JSC TBC Bank 93.31% 325,541 10 3,255,410 3,255,410
LTD UFC International 6.69% 23,310 10 233,100 233,100

Total share capital 100% 348,851 3,488,510 3,488,510
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17. FINANCIAL INSTRUMENTS - RISK MANAGEMENT
The Company is exposed through its operations to the following financial risks:
+  Credit risk
«  Liquidity risk
+  Market risk:
- Currency risk
- Interest rate risk

In common with all other businesses, the Company is exposed to risks that arise from its use of financial
instruments. This note describes the Company’s objectives, policies and processes for managing those
risks and the methods used to measure them. Further quantitative information in respect of these risks
is presented throughout these financial statements.

CREDIT RISK

Credit risk is the risk of financial loss to the Company if counterparty to a financial instrument fails to
meet its contractual obligations. The Company is mainly exposed to credit risk from its credit sales.

Credit risk arises when counterparties face financial difficulties and fail to meet their obligation to
return funds to the Company. The Company may have difficulties while collecting its receivables and as
a result, have insufficient funds to manage its activities.

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

31 December 31 December

2017 2016
Financial assets
Cash and cash equivalents 1,561,917 5,022,401
Held to maturity investments 3,342,369 2,596,395
Trade receivables 1,275,712 1,247,837
Maximum exposure to credit risk 6,179,998 8,866,633

Financial assets, which potentially subject the Company to credit risk, consist principally of trade
receivables. Debtors of the Company represent various financial institutes successfully operated in local
market that significantly decreases credit risk. The credit period offered to the Company’s trade debtors
does not exceed 30 days.
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17. FINANCIAL INSTRUMENTS - RISK MANAGEMENT (CONTINUED)

LIQUIDITY RISK

Liquidity risk arises from the Company’s management of working capital. It is the risk that the Company
will encounter difficulties in meeting its current financial obligations as they fall due that may affect
adversely the Company’s on-going operations and performance. Prudent liquidity risk management
implies maintaining sufficient cash and the availability of funding through an adequate amount of
committed credit facilities. The Company operations are mainly financed through equity and amounts

owning to the owner.

Liquidity period of financial assets and liabilities as at 31 December 2017 is presented as follows:

Up to From 3 months
3 month to 1 years Total

Financial assets

Cash and cash equivalents 1,561,917 - 1,561,917

Held to maturity investments 3,342,369 3,342,369

Trade receivables 1,275,712 - 1,275,712
Total financial assets 2,837,629 3,342,369 6,179,998
Financial liabilities

Trade payables 104,932 104,932

Dividend payables 601,200 601,200
Total financial liabilities 706,132 706,132

Liquidity gap 2,131,497 3,342,369 5,473,866
Cumulative liquidity gap 2,131,497 5,473,866

Liquidity period of financial assets and liabilities as at 31 December 2016 is presented as follows:

Up to From 3 months
3 month to 1 years Total

Financial assets

Cash and cash equivalents 5,022,401 - 5,022,401

Held to maturity investments - 2,596,395 2,596,395

Trade receivables 1,247,837 1,247,837
Total financial assets 6,270,238 2,596,395 8,866,633
Financial liabilities

Trade payables 71,502 71,502

Dividend payables 9,000,000 9,000,000
Total financial liabilities 71,502 9,000,000 9,071,502

Liquidity gap 6,198,736 (6,403,605) (204,869)
Cumulative liquidity gap 6,198,736 (204,869)
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17. FINANCIAL INSTRUMENTS - RISK MANAGEMENT (CONTINUED)
MARKET RISK

Market risk is the risk that the fair value of a financial instrument will decrease because of changes in
market factors.

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

INTEREST RATE RISK

The interest rate risk is the risk (with variable value) related to the interest-bearing financial
instruments, because of the variable rate. Company's all interest-bearing assets and liabilities are at
fixed interest rates.

CURRENCY RISK

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

The Company’s exposure to foreign currency exchange rate risk as at 31 December 2017 is presented as
follows:

GEL EUR

Financial assets

Cash and cash equivalents 1,561,917

Held to maturity investments 3,342,369

Trade receivables 1,275,712
Total financial assets 6,179,998 -
Financial liabilities

Trade payables 90,652 14,280

Dividend payables 601,200
Total financial liabilities 691,852 14,280
Open balance sheet position 5,488,146 (14,280)

The Company’s exposure to foreign currency exchange rate risk as at 31 December 2016 is presented as
follows:

GEL EUR

Financial assets

Cash and cash equivalents 5,022,401

Held to maturity investments 2,596,395

Trade receivables 1,247,837
Total financial assets 8,866,633 -
Financial liabilities

Trade payables 53,120 18,382

Dividend payables 9,000,000 -
Total financial liabilities 9,053,120 18,382
Open balance sheet position (186,487) (18,382)
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17. FINANCIAL INSTRUMENTS - RISK MANAGEMENT (CONTINUED)
CURRENCY RISK SENSITIVITY

The following table details the Company’s sensitivity to a 20% increase and decrease in the USD against
the GEL. 20% is the sensitivity rate used when reporting foreign currency risk internally to key
management personnel and represents management’s assessment of the possible change in foreign
currency exchange rates. The sensitivity analysis includes only outstanding foreign currency
denominated monetary items and adjusts their translation at the end of the period for a 20% change in
foreign currency rates.

Impact on net profit based on asset values as at 31 December 2017:

GEL/USD GEL/USD GEL/EUR GEL/EUR
+ 20% - 20% + 20% - 20%
- (2,856) 2,856

Profit/(loss)

Impact on net profit based on asset values as at 31 December 2016:
GEL/USD GEL/USD GEL/EUR GEL/EUR
+ 20% - 20% + 20% - 20%
- (3,676) 3,676

Profit/ (loss)

18. TRANSACTIONS WITH RELATED PARTIES

Related parties or transactions with related parties, as defined by IAS 24 “Related party disclosures”,
represent:

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

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

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

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

Related party transactions for the years ended 31 December 2017 and 2016 can be presented as follows:

Relationship 2017 2016
Revenue from rendering service
JSC TBC Bank Shareholder 8,999,681 8,963,549
Other operating and administrative expenses
JSC TBC Bank Shareholder (110,759) (6,256)
Aslamazishvili Vladimer Director (24,357) (15,524)

Entity under

Banking system service company LLC common control (2,477) (40,215)
Software support fee
JSC TBC Bank Shareholder (7,210) (6,622)
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20. TRANSACTIONS WITH RELATED PARTIES (CONTINUED)

The remuneration of key management was as follows:

2017 2016

Short - term employee benefits (328,581) (179,000)

Related party balances as at 31 December 2017 and 2016 can be presented as follows:

Relationship 31 December 31 December

2016 2016

Trade receivables

JSC TBC Bank Shareholder 726,214 929,282
Trade payables

LLC !3ank|ng Systems Entity under common control - 4,152

Service Company
Dividend payables

JSC TBC Bank Shareholder 8,389,800 8,389,800

LTD UFC International Shareholder 610,200 610,200

19. EVENTS AFTER THE REPORTING PERIOD
On 12 January 2018 the Company has repaid the dividend with total amount of GEL610,200.
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