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We have audited the accompanying consolidated financial statements of Ardi Insurance JSC (hereinafter
the “Company”), which comprise the consolidated statement of financial position as at 31 December
2017 and the consolidated statement of comprehensive income, consolidated statement of changes in
equity and consolidated cash flow statement for the year then ended, and a summary of significant
accounting policies and other explanatory notes.

In our opinion, the consolidated 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.

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), and we have fulfilled our other ethical responsibilities in accordance with 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 separate financial statements
in accordance with International Financial Reporting Standards, and for such internal control as
management determines is necessary to enable the preparation of separate financial statements that are
free from material misstatement, whether due to fraud or error.

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

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

Auditor’'s Responsibilities for the Audit of the Separate Financial Statements

Our objectives are to obtain reasonable assurance about whether the separate 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 separate financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:
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« Identify and assess the risks of material misstatement of the separate 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.

e 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 separate 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 separate financial statements, including
the disclosures, and whether the consolidated financial statements represent the underlying transactions
and events in a manner that achieves fair presentation.

e 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 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.

pson Geoegrd

11 April 2018
RSM Georgia

Managing Partner: Giorgi Kvinikadze
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
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FOR THE YEAR ENDED 31 DECEMBER 2017

1 GENERAL INFORMATION

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(A) BASIS OF PREPARATION

Measurement bases

New and amended standards in issue but not yet effective

E Application of new and amended standards
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FOR THE YEAR ENDED 31 DECEMBER 2017

(B) INSURANCE REVENUE AND EXPENSES RECOGNITION

Gross premiums

Reinsurance premiums

Insurance benefits and claims
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(D) PROPERTY, PLANT AND EQUIPMENT

Leased assets

(E) INTANGIBLE ASSETS
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Derecognition of financial liabilities

Insurance receivables
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Reinsurance assets

Cash and cash equivalents and amounts due from credit institutions
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NOTES (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

Statement of Financial Position {extract)

Insurance receivables 26,5750

2 5, b9u ,300) ZOBK‘? 772
7

Other assets

22,011,257

Qther insurance liabilities 15,852,549 (5,695,300) 10 257,249
Other liabilities ?7‘884 23 6 27,884,236

Statement of Financial Position (extract) 3
Emcfember 2015

Insurance receivables 3 22,566,987 ( 0 SOOr 15,830,187

Other assets 15,395,323 - 15,395,323

M
Other insurance liabilities 12,678,565 (6,736,800) 5,941,765
21,279,875

Other liabilities 21,279,875

27,221,640
31,225,510

4 NET INSURANCE REVENUE

et P 20
Premiums Premiums
Gross ceded to Net Gross ceded to Net
premiums reinsurers premiums premiums reinsurers premiums

Medical (Health) 19,685,133 - 19,685,133 16,009,559 . 16,009,559
Property 3,006,613 (654,477) 2,352 136 4,022 167 (1,730,489) 2,291,678
Road Transport Means 2,453,688 - 2,453,688 2,510,426 - 2,510,426
Suretyships 2,030,888 (1,170,764) 860,12¢ 1,881,013 (988,200) 892,813
Third Party Liability " 1,092,124 (231,040) 861,084 922,367 {279,163) 643,204
Aviation Third Party Liability 1,045,480 (991,347) 54,133 1,138,249 1,053,639) 84,610
Aviation Transport Means (Hull) 486,407 (474 277) 12,130 288,270 (26&965}, 21,305
Motor Third Party Liability 379,150 - 379,150 420,319 - 420,319
Personal Accident 362,683 (55,489) 307,194 161,220 (63,573) 97,647
Life 260,302 (179,138) 81,164 81,649 (52,374) 29,275
Cargo 247,294 (4,602) 242 692 276,097 (105,542) 170,555
Travel 236,115 E 236,115 221,268 - 221,268
Financial loss Risks 97,482 (1,517) 95,965 91,560 (1,463) 90,097
Changes in unearned premium

reserves 1,686,059) (90,086) (1,776,145) (1,562,383) 662,385 (899,998)

29 697,300 | (3,852,737) | 25,844,563 | 26,461,781 | (3,879,023) | 22,582,758

F-ﬁ ge 16
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NOTES (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

5t income from deposits 153,837 205,01
lNTEREST INCOME 476,283 m

(87,878)

her loans . (12,827) (7;832}

M (98.474) | (105,710

6 COMMISSION INCOME

2017 2018

GEL GEL
Gross commission income 335,366 271,755
Commission income deferred (108,643) (129,183)
Amortization of prior period income deferred 89,489

7 INSURANCE BENEFITS AND CLAIMS PAID

000 . 2016
Ceded to Ceded to
Paid reinsurers Net payment Paid reinsurers Net payment
Medical (Health) 14,458,558 - 14,458,558 12,371,824 - 12,371,824

Suretyships 3,341,787

1,212,501

Road Transport N 1 129 1,2

Property (482,452) %

Motor Third Party Liability 195,410 - 195,410 B

Financial loss Ri 66.525 .

Travel 41,383 . 41,383 - 12,054

Third Party Liability 11,543 - 11,543 20,229
1,353 - 1,353

Cargo - - - 5,784 - 5,784

Other Expenses related to

claims handling 19,453 19,453 29

20,739,039 | (2,611,738) 18,127,301 16,604,603 (1,374,883) 15,229,720
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FOR THE YEAR ENDED 31 DECEMBER 2017

8 COMMISSION EXPENSES

9 GENERAL AND ADMINISTRATIVE EXPENSES

10 MARKETING EXPENSES
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NOTES (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

11 IMPAIRMENT AND WRITE OFF EXPENSE
e oy 2016
: el
Impairment of insurance premium vable 983,716 943,774
Impairment of loans issued (other assets) (489,765) 104,346
| te o ssets (255} 68,711
Movement of imp of insurance um vable is provided in Note 19 and mc of imy ent of loans issued
12 INCOME TAX EXPENSE '
o i
GEL GEL
Ci it income tax expense 40,825 290,903
Write-off due to the change of tax law - (131,926)
2017 . 2016
GEL GEL
! income tax 891,986 910,398
L e | 133798
duct BXpeEnses ¢ 3) 154,343
) - (131,926)
: 5% 17%

t

——
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NOTES (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

13 PROPERTY, PLANT AND EQUIPMENT

o gﬁrgﬁh&;{f ' Furniture _ . Leawhwd .
Buildings fachnica! ;,,‘am{ m‘ﬁgg ~ ‘Vehmles  imp, aud» . Total
(| alpmew TR wiadc
GEL GEL GEL GEL GEL GEL
COST
1,628,697 238,202 167,625 2,205,961
Additions 26,715 22.241 15,000 7,975 71,931
Revaluation 66,410 - - - - 66,410
Transfer* (285,107) - - - - {285,107)
Disposals ,935) (7,935)
mm
Additions 6,910 33,838 52,817 153,565
AT 31 DECEMBER 2017_ m
DEPRECIATION
m
Depreciation for the period 60,000 46,089 1,644 12,468 27,049 17
Transfer* (285,107) - - - - {28‘% 107)
)epret;iahm of disposals (567) (567)
Dep"u iation for the mmod 60,000 51,577 32,400 14,673 18,506 7,156

| AT 31 DECEMBER 2017 120,000 210,956 51,411 79,372 601,080

NET CARRYING AMOUNT

At 1 January 2016 1,8 124,912 92,32¢ 60,299 52,484 1,673,613
At 31 December 2016 1,350,000 105,538 82,925 55,463 33,410 1,627,336

AT 31 DECEMBER 2017 1,290,000 120,871 84,363 40,790 67,721 1,603,745

ite that was elimin ainst the gross

w_li.‘ gl Jg

; endent valuator
he

e
th
L

Valuation \ adjustment is
not material )
If the building was stated on a historical cost be asis, the amounts would as follows:
gokr.. | 20
GEL GEL
Cost 1519877 1,519,877
Accumulated depreciation (367,971) (307,1786)

Net book value 1,151,906 | 1,212,701

The building is pledged & ity for the loan from Procredit Bank JSC (Note 24)
™ o sl wml il ebraikras avinBn L e
L has bee aral and administrative expenses
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NOTES (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

14 INTANGIBLE ASSETS

e e GEL GEL

CosT
1000 L 64072 1900] 6697
Additions 30,019 74,536 - 104,555
R S BN v YTy BT Y B Y
Additions - 119,528 - 119,528

AT 31 DECEMBER 2017
AMORTISATION
AT 1 JANUARY 2016

10191 258136 | 1900 201,05
—-m

Amortisation for the period 2,401 3,325 16,01

AT 31 DECEMBER 2016 _

Amortisation for the period 4 6% 29, ’56 34,694
AT 31 DECEMBER 2017 _

NET CARRYING AMOUNT

At 1 January 2016 264 16,908 1,758 18,929
At 31 December 2016 27,882 1,472 107,473
AT 31 DECEMBER 2017
Amortisation has been charged entirel ly to general and administrative expenses

15 INVESTMENT PROPERTY

Land plots 602,300 934,465
Apartments under construction 160,500 242 427
Apartment 203,500 203,500
Accumulated depreciation of apartment {20,350) (10,175)

INVESTMENT PROPERTY 945,950 | 1,370,217

'

The land plots remaining at 31 December 2017 are located in Tetritskaro (5 ha) and Thilisi (0.4 ha

The property of GEL 287.000 is temporarily sequestered by the court.

The fair value of the investment property is not reliably measurable on a continuing basis. The market for comparable properties
is inactive and alternative reliable measurements of fair value are not available.

Depreciation has been charged enti rely to general and administrative expenses

Page 21
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NOTES (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

16 DEFERRED ACQUISITION COSTS (DAC)

GEL GEL

At 1 January ‘ ‘ 1,107,733 | 933,665 |

Expenses deferred 3,407 107 2,802,591
Cancellation (297 ,269) (64,541)
Amortization (Note 8) (2,917.629) (2,563,982)

At 31 December 1,299,942 1,107,733

17 LIABILITIES FROM INSURANCE CONTRACTS AND REINSURANCE ASSETS

2011 2006
GEL GEL

Unearned premium provision (UPR) ) 13,609,582 11,923,523

Provisions for claims incurred but not reported (IBNR) 978,614 920,921

LIABILITIES FROM INSURANCE CONTRACTS 23,891,087 | 25,273,238

Reinsurers' share in the liabilities from insurance contracts were as follows:
e 2016
GEL kL

Reinsurers’ share in unearned premium provision (UPR) 1,554,168 1,644,254
Reinsurers’ share in provisions for claims reported by policyholders (RBNS) 5,718,067 8,765,920
Reinsurers’ share in provisions for claims incurred but not reported (IBNR) 188,133 227,070

REINSURANCE ASSETS : , | 7,460,368 | 10,637,244

Liabilities from insurance contracts net of reinsurance were as follows
el 2
GEL GEL

Unearned premium provision (UPR) 12,055,414 10,279,269

Provisions for claims reported by policyholders (RENS) 3,584 824 3,662,874

Provisions for claims incurred but not reported (IBNR) 790,481 693,851

NET LIABILITIES FROM INSURANCE CONTRACTS ‘ 16,430,719 | 14,635,994
Analysis of movements in liabilities from insurance contracts and reinsurance assets were as follows

(a) Provision for unearned premium (UPR)
i p0R
GEL GEL

Balance at 1 Janua e 11,923,523 10,361,140

Gross written premium 31,383,359 28,024,164
Gross earned premium (29,697,300) = (26,461,781)

Balance at 31 December 13,609,582 11,928,523
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NOTES (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

Reinsurer's share in UPR

GEL GEL

| Balance at 1 January 1,644,254 981,869
Reinsurer's share of gross written premium 3,762,651 4,541,408
Gross reinsurer's eamed premium (3,852,737) (3,879,023)

Balance at 31 December ' 1,554,168 1,644,254

UPR, net:

Balance at 1 Janua 10,279,269 9,379,271

Net written premium 27,620,708 23,482,756
Net earned premium (25,844,563) (22,582,758)

Balance at 31 December 12,055,414 10,279,269

{b) Provisions for claims (RBNS and IBNR)

GEL GEL

Balance of incurred but not reported at 1 January 920,921 717,343
Balance of reported but not settled claims at 1 January 12,428,794 7,836,726
Payments in respect of prior year claims (4,476,795) (2,387,029)
Change in estimates in respect of prior year claims (533,377) (1,416,141)
Expected cost of current year claims 18,184,754 22,801,161
Payments in respect of current year claims (16,242,792)  (14,202,345)
Balance of incurred but not reported at 31 December 978,614 920,921
Balance of reported but not settled claims at 31 December 9,302,891 12,428,794

Reinsurer's share in RBNS and IBNR:

Balance of incurred but not reported at 1 January 227,070 129,801
Balance of reported but not settled claims at 1 January 8,765,920 4,319,370
Payments in respect of prior year claims (1,866,040) (376,766)
Change in estimates in respect of prior year claims (864,689) 235,652
Expected cost of current year claims 389,637 5,683,050
Payments in respect of current year claims (745,698) (998,117)
Balance of incurred but not reported at 31 December 188,133 227,070
Balance of reported but not settled claims at 31 December 5,718,067 8,765,920

Page 23
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NOTES (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

B e

GEL GEL

Balance of incurred but not reported at 1 January 693,851 587,542
Balance of reported but not settled claims at 1 January 3,662,874 3,517,356

Total provisions for claims at 1 Janua ‘ . 4,356,725 4,104,898

Payments in respect of prior year claims (2,610,755) (2,010,263)
Change in estimates in respect of prior year claims 331,312 (1,651,793)
Expected cost of current year claims 17,795,117 17,118,111
Payments in respect of current year claims (15,497,094) (13,204,228)
Balance of incurred but not reported at 31 December 790,481 693,851
Balance of reported but not settled claims at 31 December 3,584,824 3,662,874

18 OTHER ASSETS

GEL GEL

Loans issued 3,214,506 2,327 485
Allowance for impairment losses (211,818) (701,583)
Net loans issued 3,002,688 1,625,002
Advances paid 17,220 205,252
Inventory 104,914 100,476
Prepayments to employees 42 474 26,000
Other receivables 26,600 134,177

3,193,896 2,091,807

al difference between the fair value of financial assets included in other assets and their carrying amount

here is no ma

Allowance for impairment losses is decreased as a result of collateralizing the loans in 2017:
Lm0 e
GEL GEL

Collateralized short-term loans 2 573,211 452 071
Other short-term loans 563,271 1,073,935
Long-term ioans 78,024 801,479

)
3,214,506 2,327,485

The iable below analyses changes in the allowance for impairment of loans issued in the period
Lm0 an
GEL GEL

R R R T BT

Charge for the year (489,765) 104,346

At 31 December 211,818 701,583

and utilisation of the allowance for impairment losses are presented in the consolidated statement of profit

ant and write off expense (Note 11).
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NOTES (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

19 INSURANCE RECEIVABLES

GEL GEL

Insurance premium receivable 19,637,261 15,142,122
Allowance for impairment losses (3,590,191) (2,166,879)
Net insurance premium receivable 16,047,070 12.975.243
Subrogation receivable net of impairment losses 7,675,386 7,904,529

INSURANCE RECEIVABLES 23,722,456 20,879,772

There is no material difference between the fair value of financial assets included in insurance receivables and their carrying
amount.

Analysis of credit risk is provided in Note 26.

The table below analyses changes in the allowance for impairment losses in the period.

20 ‘:}
GEL GEL
At 1 January 2,166,879 1,223,108
Charge for the year 1,423,312 943,774

At 31 December | 3590191 | 2,166,879

Provisions write-offs and utilisation of the allowance for impairment losses are presented in the consolidated statement of profit
or loss within impairment and write off expense (Note 11)

Movement of net receivable from subrogation and recoveries were as follows:

GEL. . GEr

AT 1 JANUARY 7,904,529 4,060,640
Net income from subrogation and recoveries 1,323,222 5,508,201
Compensations received ‘ (1,552,365) (1,664,312)

AT 31 DECEMBER 7,675,386 7,904,529

20 CASH AND CASH EQUIVALENTS AND AMOUNTS DUE FROM CREDIT INSTITUTIONS

GEL GEL
Cash on current accounts with banks 1,344,017 2,257 407
Cash on hand 89,780 130,014
Short term deposits 2,839 540 2,633,080
Accrued inferest 57,248 48,946

AMOUNTS DUE FROM CREDIT INSTITUTIONS 2,896,788 | 2,682,026

Page 25
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NOTES (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

restricted «

nandatory r s dey ed on the 2

osits is not exceeding 1 year

22 OTHER INSURANCE LIABILITIES

| 2017 reclassified
GEL GEL

Reinsurance premium payable 688,829 1,819,562
Advances received (deposits to secure suretyships) 15,839 14,010
Reinsurers' share in subrogation receivable 6,462,374 6,508,375
Insurance agents’ commission payable 1,761,432 1,915,302

OTHER INSURANCE LIABILITIES 8,928,474 | 10,257,249

23 DEFERRED COMMISSION INCOME FROM REINSURANCE CONTRACTS

o e
GEL GEL
AT 1 JANUARY ; ; 182,017 118,589

Gross commission income 335,366 271,755
Amortization (Note 6) (316,212) (208,327)

AT 31 DECEMBER o o 201,171 182,017
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NOTES (CONTINUED)
Y FOR THE YEAR ENDED 31 DECEMBER 2017

24 BORROWINGS

Sarting Maturity interast |
8 : ;

, i Currency = Amount
Date Date Rate iy ‘”1 :

s -
i

9/28/201

i Iy ! v ¢ . P L
LD "Samshieneblio lnvesticienl

5/17/2016

6/15/2017

1,272,375
1,270,787

- i e
 TT——— hle 1,588

d DI

Total Borrowing , ‘ : : 1,212,315

Matarity, . L . . .
¥ Interest Rate ~ Currency  Amount

nt and the fair ve

n on borrowings is disclosed in Note 26 (liquidity and ¢
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FOR THE YEAR ENDED 31 DECEMBER 2017

25 TRADE AND OTHER PAYABLES

26 INFORMATION ON INSURANCE AND FINANCIAL RISKS
(A) INSURANCE RISK ‘

Insurance risk management

Sources of uncertainty in the estimation of future claim payments



ARDI INSURANCE GROUP
CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2017

NOTES (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

appropriate information regarding its claims exposures. However, given the uncertainty in w,tmb’rfsheng claims reserve, it i
likely that the final outcome will ve to be different hom the al liability established. The liability for these s,,om,rdcts
comprises a reserve for IBNR and a reserve for reported claims not yet settled.

The estimation of IBNR is generally subject to a greater degree of uncertainty thar estimation of the cost of settling claims
already notified to the Group, where information about the claim event is Dfﬂnauif..

o

At the end of each reporting period the Group ¢ 58 Wi'se?"het' its recognized insurance liabilities are adequate: the Group
determines whether the amount of recognized insurance liabilities is less than the carrying amount that would be required if

the relevant insurance liabilities were within the scope of IAS 3/ va'sron Contingent Liabilities and Contingent Assets. If it
1s less, me insurer will recognize the entire difference in profit or loss and increase the carrying amount of the relevant

(B) FINANCIAL RISKS
In performing its operating, inves g

n g and {marvsﬁ q activities, the Group is exposed to the following financial risks:

repay all or a portion of a loan or will not repay in a timely manner and

» Credit risk: the
th erefore will caus loss to H‘ mx,;p

e Liquidity risk: the ris k *haf the Group may not h or may not be able to raise, cash funds when needed and therefore
encounter difficulty ir g obligations associated with financial liabilities

o Market risk: the xe:;% ‘3* the value of a financial instrument will fluctuate in terms of fair value or future cash flows as a
result of a fluctuation in market prices. Basically, the Group is exposed only to currency risk from market risk components

In order to effectively manage those risks, the major guidelines used by the Group are the following:

o Minimise interest rate, currency and price risks for all kinds of transactions

« Maximise the use of "natural hedge” favouring as much as possible the natural off-setting of sales and costs and payables
and receivables denominated in the same currency. The same strategy is pursued with regard to interest rate risk

s All financial risk management activities are carried out on a prudent and consistent basis and following the best market
practices

UE

The following tab ummarises the carrying amount of financial assets and financial liabilities recorded by category.

FINANCIAL ASSETS GEL GEL

Cash and cash equivalents 1,433,797 2,387,421
Amounts due from credit institutions 2,896,788 2,682,026
Net insurance premium receivable (Note 19) 16,486,666 12,975,243
Net subrogation receivable (Notes 19 and 22) 1,213,012 1,396,154

Net loans issued (Note 18) 3,002,688 1,625,902
BALANCE AT 31 DECEMBER | 25,032,951 | 21

FINANCIAL LIABILITIES GEL GEL

Net insurance claims (net RBNS and IBNR, Note 17) 4 375 305 4 356,725
Other insurance liabilities (Note 22) 2,466,100 3,748,874
Borrowings 1,272,375 811,270
Trade and other payables 1,558,113 921,617
Current income tax 736,920 696,094
BALANCE AT 31 DECEMBER 10,408,813 | 10,534,580
Credit risk

The Group controls its exposure to credit risk by dealing only with creditworthy counterparties. There are no significant
concentrations of credit risk.
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The maximum credit risk to which the Group is exposed is summarised in the following table

Due from banks (Note 20)
Net past due insurance premium receivable (Note 19)
Net subrogation receivable (Notes 19 and 22)

Net loans issued (Note 18)

' GEL
4,939,433
3,640,008

4,240,805
6,880,823

1,213,012 1,396,154
3,002,688 1,625,902

BALANCE AT 31 DECEMBER 15,337,328 11,601,587

Aging analysis of past due insurance premium receivable

Less than 31

Between 31-90

180
-365

Between 21-
Between 181
More than 365

Allowance for impairment losses
BALANCE AT 31 DECEMBER

Liquidity risk - Financial liabilities’ maturity analysis

The Group manages liquidity risk on the basis of expected maturity dates

The following tables analyse financial liabilities by remaining contractu

GEL

GEL
Net insurance claims (net RBNS and IBNR, Note 17) 4,375,305 -
Other insurance liabilities (Note 22) 2,466,100 -
Borrowings 797,564 474,811

SN

,558,113
736,920

Trade and other payables
Current income tax liability
BALANCE AT 31 DECEMBER 2017

Net insurance claims (net RBNS and IBNR, Note 17) 4.356,72
Other insurance liabilities (Note 22) 3,748,874 -

334,613 476,657
921,617

696,094

Borrowings

Trade and other payables

Current income tax

(3,150,595)

6,880,823 3,640,098

al maturity (contractual and undisc

GEL GEL
1,244,190 786,751
1,131,840 772,809
1,084,065 534 846
1,427,738 502,162

3,210,409
(2,166,879)

5,143,585

ounted cash flows).

4,375,305
2,466,100
1,272,375
1,558,113

736,920

4 356,725

3,748,874
811,270
921,617
696,094

9,661,236 747,577 — 10,408,813

BALANCE AT 31 DECEMBER 2016 10,057,923 476,657 - 10,534,580

At present, the Group expects to pay all liabilities at their contractual maturity. In order to meet
Group expects the operating activity to generate sufficient cash inflows

Guarantee contracts are appropriately secured

Page 30

such cash commitments,

the
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Foreign currency risk

Foreign currency denominated assets and liabilities give rise to foreign exchange exposure. The Group does not have any
formal procedures on managing currency risk, however, management consider themselves to be well informed on the
tendencies in the economy and has undertaken steps to minimise its currency risks

Financial assets by currency
Financial assets as at 31 December are analysed by currency as follows:

GEL GEL GEL GEL
Cash and cash equivalents 1,419,294 12,412 2,091 1,433,797
Amounts due from credit institutions 1,065,848 1,830,940 - 2,896,788
Past due insurance premium receivable 4 752,560 5,143,869 134,982 10,031,418
Cash and cash equivalents 1,262,660 1,111,273 13,488 2,387,421
Amounts due from credit institutions 1,076,586 1,605,440 - 2,682,026
Past due insurance premium receivable 4,249,875 1,477,148 79,954 5,806,977

BALANCE AT 31 DECEMBER 2016 6,589,121 | 4,193,861 93,442 | 10,876,424

Financial liabilities by currency
The following table analyses the breakdown of liabilities by currency

GEL GEL GEL GEL

Borrowings 583,363 689,012 - 1,272,375
| BALANCE AT 31 DECEMBER2017 | 58333 | eso0iz| | 1.272375]
Borrowings \3/91 740 231 ,530 - 5?12/0
Trade and other payables 888,824 2,793 - 921,617
| BALANCE AT 31 DECEMBER2016 | 1468564 | 264323 .| 1.732.887]

Sensitivity analysis
A 10% increase / decrease in the exchange rate of GEL/USD would increase / cut profits by GEL 629,821 (2016: GEL 392 954)

A 10% increase / decrease in the exchange rate of GEL/EUR would increase / cut profits by GEL 13,708 (2016: GEL 9,344).

Capital Management

The insurance sector in Georgia is regulated by the Insurance State Supervision Service of Georgia ("ISSSG”). The
ISSSG imposes minimum capital requirements for insurance companies. These requirements are put in place to ensure
sufficient solvency margins

According to the ISSSG directive Ne04, issued on 20 April 2015, the minimum capital throughout the period should be not
less than GEL 2,200 thousand and the Company should, at all times, maintain total of this amount in either cash and
ash equivalents or in bank balances.

The Company was in compliance with the externally imposed capital requirements from ISSSG as at 31 December 2017.
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27 RELATED PARTY TRANSACTIONS

28 EVENTS AFTER THE REPORTING PERIOD

29 SIGNIFICANT JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

The ultimate liability arising from claims made under insurance contracts

Deferred acquisition costs (DAC)

Useful lives of property, plant and equipment and intangible assets

Income tax
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Impairment of insurance and reinsurance receivables
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