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[nsurance Company 1C Group

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at December 31, 2015,
Amounts expressed in thousands of GEL

Asg at As at
Note 31-Dec-15 31-Dec-14

ASSETS

Cash and cash equivalents 5 3141 Ll
Amounts due from credit institutions G 3,0M 7238
Insurance and reinsurance receivables 7 3915 5,933
Loans issued and recervables 5 2418 1,869
Reinsurince assers 9 9161 15,782
Curtent income X asset 10 670 B15
Deferred income tax asset i 2538 2023
[nvestment property 11 1,413 1,413
Property and equipment 12 3,747 4,918
Intangible assets B0 ]
Deferred acquisition €osts 13 327 524
Other assets 14 5,000 6,502
Total assets 35,571 48,007
LIABILITIES

[nsueance contracts labilines 9 13,796 21,21
Deferred commission income 236 264
Other insurance liabilities 15 4,266 6,539
Financial liabilines 14 6,875 0 G38
Trade payables 17 328 480
Other habihnes 18 3,814 4,675
Total liabilities 31,315 42,867

EQUITY

Share capital 19 1,300 1,500
Revaluation reserve

Retamned carnings / {Accumulated loss) 2,756 3,040
on-controlling mterest =

Total equity 4,256 5,140
Total equity and liabilites 35,571 48,007

Gertbral Director

Dhate: May 16, 20106

{fief Financial Othcer

05 i
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Insurance Company IC Group

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
As at December 31, 2015,

Amounts expressed in thousands of GEL

Year Year
Note 2015 2014
Grross earned premuums on insurance contwacts 21 17,51 23,608
Reinsurer's share of pross earned preminms on insurance contacts 21 {7,486) (3,704
MNet msurance revenue 10,035 19,904
Interest imcome 22 1,357 1,418
Revenue from medical services rendered 23 1,087 1,333
Change in fair value of mvestment propertes 1
Gan from sale of subsidiary - 2910
Other operating income 24 1,638 a78
Other revenue 4,062 12,339
Total revenue 14,097 32,243
Gross insurance benefits and claims pud 25 (10,047 (14,515)
Remnsuzers' share of gross insurance benefits and claims paid 25 3,651 2,045
Gross change in contraces babilives 25 4,405 2,025
Remsurers' share of gross change in insurance contract liabilines 25 (4,588 (1,193)
MNet insurance claims (6,579) {11,058)
Cost of Medical Service Pravicded 26 {To0) [6,874)
Salaries and other employee benefirs m i2,683) (4,483
General and other adminstratve expenses 28 (1,257} (1,809
Impairment charge 2 {2957 (1,838)
Interest expense 22 (837} (1,483)
Deprecianon and amordzation expenscs 12 874 (1,385
Acquisttion income (costs), net of reinsuzance (222) (408)
Foreign exchange and translaton gain (loss) 1,545 342
Other operaling expenses 24 (B55) (649
Other expenses {8,900) {18,587)
Total claims and expenses {15,479} {29,645)
Loss before tax (1,382) 2,598
[ncome tax (expense)benefit 10 3N 83
Net Income/(Loss) for the year from continuing operations (1,011) 2,681
Other comprehensive income =
Total comprehensive (loss)/income for the year (1,011) 2,681

Total comprehensive (loss)/ ineeme attributable to:

(1,011 2681

- Shareholders of th

Crfneral Dhrector Chuef Financial Ofheer

Date: May 16, 2016
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Insurance Company IC Group

STATEMENT OF FINANCIAL POSITION, STANDALONE
Asg at December 21,2015,

Amounts expressed in thousands of GEL

As at Asat
3-Dee-15 M-Dee-14
ASSETS
Cash and cash equivalents 2961 S09
Amounts due from credit instingdons 3071 T.238
Insurance and remsvrance recevanles 3924 3,940
Loans ssued and recemvablps 2343 1,802
Reinsurince assers 9161 15,782
Current mcome tax asser fi54 o0
Deterred income tx asset 1,731 1,398
Investments in subsidiares 4,402 3,125
Property and equiprment 347 387
Intangible assets = o6
Deferred acquisinon costs azr 524
Oither assers 1463 1,099
Total assces 30,453 40,069
LIABILITIES
Insurance contraces liabilifes 13,796 21,91
Deferred commission wmcome 236 20
Oreher msurance liabidines 0,266 539
Frnaresl labilies 3411 5,334
Trade payables 139 183
Oreher babilites 1,849 2182
Total liabilities 25,697 35,977
EQUITY
Share capital 1,300 1,30
Reramed earnings / (Accumulated loss) 3.256 2,502
Non-controlling interest
Toral equiry 4,756 4,092
30,453 40,069

Chief Financial O fficer

Ealiylis
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Insurance Company IC Group

STATEMENT OF COMPREHENSIVE INCOME, STANDALONE
As at December 31, 2013,

Amounts expressed in thousands of GEL

Year Year
25 2014
Giross camed Premiums on msurince contracts 17322 23,619
Rensgurer’s share of pross eamed premiems on insticance contrces I7,486) {3,704
Met insurance revenue 10,036 19,915
[nterest wicome T8 1,090
Revenue from medical services rendered -
Change wn far value of investment propertics
Gam from sale of subsidiary
Cither operanng income a4 149
Other revenue 1,643 1,239
Total revenue 11,679 21,154
Girnss insurance benefits and claims paid [10,047) T
Rensugers’ share of gross msurance benefits and clums paid 34631 2,645
Grogs change in contracrs labilnes 4,405 2043
Reinsurers' share of grass change in insurance coneract habiline {4,588) 11,193
MNet insurance claims (6,57%) i14,284)
Cost of Medieal Seevice Provnded - .
Salames and other employee benefins (2480 (3,132
General and other admunistranve expenses (1,0913 (1.448)
Impagrment charge 1,694} (1,245)
Inrerese expense {300 (635)
Deprecanon and amprmzanen eXpenses [206) {330
Acquisinon inceme {costs), net of remsurance {221) 40Ty
Forogn exchange and translanion gan (loss) 1971 435
Other operating expenses (325) 334)
Other expenses {4,613} {7,107}
Tomal claims and expenses (11,194) (21,350}
Loss before tax 485 (236)
Income ty (expense)/bene A 179 157
Net Income/(Loss) for the year from continuing operations 64 (7%
(ither comprehensive iIncome =
‘Toral comprehensive (loss)/income for the year fird (79

Total comprehensive (loss)/income atributable to:
- Bharchalders of the Compans

- Mim-controlling 1

lezumizhab

C#reral Darecron

Dhate: Mav 16, 2016
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Insurance Company IC Group

STATEMENT OF CASH FLOWS, STANDALONE
As at December 31, 2015,

Amounts expressed in thousands of GEL

Year 2015 Year 2014
Net CF from Operating Activities - ‘ 957 (3,403)
Premium Recerved 17,679 23,939
Net Pud o Reinsurer 4,491) {(2,727)
Clums Pad {7,719 {17,682
AQrulsiioon costs (918} (1,047
Subrogation Recerved 186 156
Cash Payments to Employees (1,921) (2,548)
Net [nterest [ncome {50} (242}
Admumstranve & Other (1,078) (2412
Penaltes (6) (37)
Taxes {723) (784}
Rent meome = -
Net CF from Medical Services
Net CF from .Investinéf_i{ctivitics } - 4,242 .'5:5257_
Time Deposits 5,250 (316)
Property, Plant & Equipment (52) (62)
Loans Tssued (Ner) 203 1,619
[nvestments i Subsidiaries {1,276) 2,034
Other Investments 118 (350
Net©F fom FimancingActvitles O (68)
Overdraft (6) Bog
Ioans Receved (Net) (3,106) (2,392
Cash from Shareholders . 819
Dondend Pad =
NetChangeinCash a8 (s60)
FX Translation Loss it (14
Cash Balance, Beginning of Period 809 1,384
El:u_;h Balance, Ending of 2,961 809

Gegdral Director Chaef Financial Officer

Dhate: Mav 16, 2016
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Insurance Company [C Group

STATEMENT OF CHANGES IN EQUITY, STANDALONE

As at December 31, 20135,

Amounts expressed in thousands of GEL unless otherwise stated

31 December 2013 1,500

Totl comprehensive income

3 December 2014 1,500

Toral comprehensive income

Share capital REIE!HFJ.'[ Toral
earnings
2,671 4,171
) 79)
2,592 4,092
(64 B4
3,256 4,756

31 December 2015 L300

Date: May 16, 2016

-mef Financial Officer
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Insurance Company IC Group

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at December 31, 2015,

Amounts expressed in thousands of GEL unless atherwise stated

1 GENERAL INFORMATION

Insurance Company IC Group LLC {the , Company”) was incorporated on 10 November 2003 based on the decision of
Vake Disteer Court of Thilisi, under the laws of Georgia. On 5 May 2009 Insurance Company 1C Group LLC acquired
100% of ]5C Peoples’ Insurance. The latter was merged with Insurance Company IC Group LLC on 15 September 2009,
The compaby changed its legal starus and since 23 December 2015 it is JSC Insurance Company IC Group.

The Company possesses rwo types of insurance licenses issued by the Insurance Bureau and Supervisory Board of Georgia
for life and non-life insurance products, The Company nffers life and vanous non-life insurance services and insurance
products relating to property, aviaton, hability, personal insurance and others. Besides msurance services, the Company alse
provides healtheare products and services theough its 100% owned subsidiary Medical Pack Georgia LLC.

The registered office of the Company 15 24 Mosashvili St, Thilisi, 0162 Georgia,
The owner of 100% of Company's shares is Tengiz Mezurnishvili, General Director of the Company.
The number of emplovees ar the end of 2015 was 91 (201498},
2 BASIS OF PREPARATION
General
These consolidated financial statements of the Company have been prepaced in accordance with International Financial
Reportng Srandards (IFRS), as issued by the International Accounting Standards Bosrd (TASB). The Company is required
to maintan its records and prepare its consolidated financial statements for regulatory purposes in Georgian Lad in

accordance with [IFRS,

The consolidated Anancial statements have been prepared under the historical cost conventon except as disclosed in the
accountng policies below,

These consolidated financial statements value are presented in Georpian Lad (functional and presentation cusrency)
rounded to the aearest thousand (GEL 000), unless ntherwise indicated,

The Company presenss its consolidated statement of fnancial position broadly in order of liquidity. An analysis reprarding
recovery of settlement within rwelve months after the reporang date (current) and more than 12 months after reporting dare
[non-currenr) 15 presented i the respecve Notes.

Financial assets and financial liabiliies are offser and the ner amount reported in the consolidated statement of financial
position only when there is a legally enforceable sghe to offset the recognised amounts and there is an intention to sertle on
a nct basis, or 1o realise the assers and settled the hability simultaneously.

13/59



Insurance Company IC Group

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
A ot Degember 31, 2015.

Amounts expressed in thousands of GEL unless otherwise stated

2 BASIS OF PREPARATION {Continued)
Subsidiarics

The conselidated financial statements comprise the financial stacements of the Company and the following subsidiaries:

Ounerskip / vating Date of
Saebsideary 2005 2014 Canntry incorporation Industry
AliansMeds = LLC 100 1000 Georgia 11.0ee10 Beal estate
Medical Park Geargia LLOC 100% 10040 Georgia 16.Nov.10 H:altl'! =
provider
Global Call LLC 100% 100% Geargia 03 Dec.10 iR dnd
communication
Agaraki 11.C 100% 100% Georgia 25.0ce,11 Real estate
Bolms District Hospatal LLC 0% 100% Ceorgia 2iMay12 Reeal estate
Bolnisi Districr Adults Polyelinie LLC 1 (1% 100% Georgia 23May.12 Real estare
Diagnastics - 2000 LLC LM 100%g Georgia 23 May.12 Real estate
Bolmess District Emergency Service - 03 LLC 1060% 1008 Georgia 23 May.a2 Feal estite

Subsidiaries are fully consolidated from the date of acquisition, being the date on which the Company obtains control, and
continue to be consolidated until the date when such control ceases. The financial statements of the subsidiaries are prepared
for the same reporting year as the parent company, using consistent accounting policies. All intra-Company balances,
transactions, income and expenses and profits and losses resulting from intra-Company transaction are eliminated in full.

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Subsidianies

Subsidiaries, which are those entities in which the Company has an interest of more than one half of the voting rights, or
otherwise has power 1o exercise control over their operations, are consolidated. Subsiciaries are consolidared from the date
on which control is transferred 1o the Group and arc no longer consolidated from the date that control ceases. All intra-
group transactions, balances and unrealized gains on transacrions between group companies are eliminated in full; unrealized
losses are also eliminared unless the transaction provides evidence of an impairment of the asser transferred. Where it is
necessary, accounting palicies for subsidiaries have been changed to ensure consistency with the policies adopted by the
Group.

A change in the ownership interest of a subsidiary, without a change of control, is accounted for as an equity transaction,
Losses are arrributed to the non-controlling interests even if that results in a deficit balance,

If the Group loses contral over 4 subsidiary, it derecognizes the assets and liabilities of the subsidiary, the carrying amount of
any non-controlling interests, the cumulatve translation differences, recorded in equity; recognizes the fair value of the
consideration received, the fair value of any investment retained and any surplus or deficic in profit or loss and reclassifies
the parent’s share of components previously recognized in other comprehensive income to profit or loss,

14/59



Insurance Company [C Group

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at December 31, 2015.

Amounts expressed in thousands of GEL unless otherwise stated

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Product classification

[nsurance contracts are defined as those containing significent insurance risk at the inception of the contract, or
those where at the inception of the contract there is & scenario with commercial substance where the level of
msurance risk may be significant, The significance of insurance risk is dependent on both the probability of an
tnsured event and the magnitude of its porential effect.

Cash and cash cquivalents

Cash and cash equivalents comprise cash at Company, currenr accounts and shortterm deposits with an original
maturity of three months or less in the consolidated statement of financial position.

Insurance and reinsurance receivahles

Insurance and reinsurance receivables are recognized based upon insurance paliey terms and measured at cost,

The carrying value of insurance and reinsurance receivables is reviewed for impairment whenever events or
cireumstances indicate that the carrying amount may not be recoverable, with any impairment loss recorded in the
consolidated income statement.

Reinsurance receivables primanily include balanees due from both insurance and reinsurance companics for ceded
snsurance liabilities. Premiums on reinsurance assumed are recognized as revenue in the same manner as they would
be if the reinsurance were considered direct business, taking into account the preduet classification of the reinsured
business, Amounts due 1o reinsurers are estimated in a manner consistent with the associated reinsured policies and
in accordance with the reinsurance contract, Premiums ceded and claims reimbursed are presented on a gross bass,

Au smpairment review ts performed on all reinsurance assets when an indicarion of impairment eccurs, Reinsurance
recervables are impaired only if there is objective evidence thar the Company may not receive all amounts due to it
under the terms of the contract and that this can be measured relishly.

Financial assets
Tustial recogrition arnd measerement

Financial assets in the scope of 1AS 39 are classified as cither financial assets at fair value through profit or loss, loans
tssued and receivables, held-to-maturity investments, or availablefor-sale financial assets, as appropriate. When
financial assets are recognized ninally, they are measured ar fair value, plus, 1o the case of investments not at fair
value through profit or loss, directly atributable transaction costs. The Company determines the classification of irs
financial assers upon imital recognition.

The clasafication depends on the purpose for which the investments were acquired or eriginated. In general,
financial assets are classified as at fair value through profit or loss, as the Company's strategy is to manage financial
investiments dequired to cover its insurance and investment contract hiabilities (including shareholders' funds), on
the same bases, bemng fair value. The availibleforsale and held-to-maturity categories are used where the relevant
lizbility (including shareholders' funds) are passively managed and/or carried at amortized cost.

15/59



Insurance Company IC Group

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at December 31, 2015,

Amounts expressed in thousands of GEL unless otherwise stated

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial assets (Continued)

All regular way purchases and sales of financial assets arc recognized on the trade date e, the date that the Company
commuts to purchase the asset. Regular way purchases or sales are purchases or sales of financial assets that require delivery of
assets within the period generally established by regulation or convention in the marketplace.

The Company's financial assets include cash and short-term deposits, loans issued and other receivable and investments
available for sale.

Loans vswed and recetvabies

Loans issued and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in
an active market. These investments are initially recognized at cost, being the fair value of the consideration paid for the
acquisition of the investment. All transaction costs dircctly attributable to the acquisition are also included in the cost of the
investment. Subsequent to initial recognition, these investments are carried at amortized cost using the effective interest
method. Gains and losses are recognized in the income statement when the loans and receivables are derecognized or
impaired, as well as through the amaortization process.

Auvatlablefor-sale financal asets

Available-for-sale financial assets are those non-derivative financial assets that are designated as available-forsale or are not
classified in any of the three preceding categories. These investments are initially recorded at fair value. After initial
recognition available-for sale financial assets are remeasured at fair value with gains or losses being recognized as a separate
component of other comprehensive income until the investment is derecognized or until the investment is determined to be
impaired at which time the cumulative gain or loss previously reporred in equity is included in the consolidated income
statement. However, interest calculated using the cffective interest method is recognized in the consolidated income
starement,

Determmation of farr value

The fair value of investments that are actively traded in organized financial markets is determined by reference to guoted
market bid prices at the close of business on the reporting date. For investments where there is no active market, fair value is
determined using valuation techniques. Such techniques include using recent arm’s length market transactions, reference to
the current market value of another instrument, which is substantially the same, and discounted cash flow analysis,

If the fair value cannot be measured reliably, these financial instruments are measured at cost, being the fair value of the
consideration paid for the acquisition of the investment or the amount received on issuing the financial liability, All
transaction costs directly attributable to the acquisition are also included in the cost of the investment.

16/59



Insurance Company IC Group

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at December 31, 20135,

Amounts expressed in thousands of GEL unless otherwise stated

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial assets (Continued)
Oifsetting

Financial assets and liabilities are offset and the net amount is reported in the consolidated statement of financial position
when there is a legally enforceable right to set off the recognized amounts and there is an intention to settle on a net basis,
or to realize the asser and settle the liability simultaneously. Income and expense will not be offset in the income statement
unless required or permitted by any accounting standard or interpretation, as specifically disclosed in the accounting policies
of the Company.

Derecopwition of financal asets

A financial asser (or, when applicable, 4 part of financial asset or part of a Company of similar financial assets) is
derecognised when:

= The right 1o receive cash flows from the assets have expired
Or
*  The Company retains the right to receive cash flows from the asset or has assumed an obligation to pay the received cash
flows 1n full withour material defay to a third party under a ‘path-through’ arrangement;
And either:
= The Company has transferred substantially all the risks and rewards of the asser
O
* The Company has neither transferred nor retained substantally all the risks and rewards of the asset, but has transferred the
control of the asser.

When the Company transferred its right to receive cash flows from an asset or has entered into a pass-through arrangement,

and has neither transferred nor retained substantially all the risks and rewards of the asset nor transferred the control of the
asset, the asset is recognised to the extent of the Company's continuing involvement in the asset.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of the original
carrying amount of the asser and the maximum amount of consideration that the Company could be required to repay.

In this case, the Company also recognises an associated liability, The transferred asset and the associated liability are
measured on a basis that reflects the right and obligations that the Company has retained.

Tmpairment of finanaal ases

The Company assesses at each reporting date whether a financial assct or group of financial asscts is impaired.

17/59



Insurance Company IC Group

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at December 31, 2015.

Ameunts expressed in thousands of GEL unless otherwise stated

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial assets (Continued)

If there 1s objective evidence that an impaiement loss on financial assets carned at amortized cost has been incurred, the
amount of the loss is measured as the difference berween the asset’s carrying amount and the present value of estmated future
cash flows (excluding future credit losses that have not been incurred) discounted at the financial asset’s onginal effective
mterest rate (1e. the effective interest rate computed at il recognition). The carryving amount of the asset is reduced through
use of an allowance account, The amount of the impaitment loss s recognized in the consolidated income starement,

Aiety carmed af amarirged o5t

The caleulanon of the present value of the estmated furure cash flows of a collateralized financial asset reflects the cash flows
that may result from foreclosure less costs for obtaining and selling the collateral, whether or not the foreclosure is probable.

The Company first assesses whether objective evidence of mmpairment exists individually for financial assets that are
ndividually significant, and indoadually or collecnvely for financial assets that are not indmadually significant. If 1t s
determined that no ohjecuve evidence of impairment exists for an individually assessed financial asset, whether significant or
not, the asset 15 included 10 a group of financial assets with similar eredit tsk charactenstces and that group of financial assets is
collectively assessed for impairment. Assets that are individually assessed for impairment and for which an impairment loss is
or continues o be recognized are not ncluded in a collective assessment of impairment.

Avarlabie-for-sale fusancial assets

If an avarlable-for-sale asset 15 impaired, an amount comprising the diffesence between its cost (net of any pnncipal payment
and amortzanon) and its current fair value, less any impairment loss previously recognized in the consolidated income
statement, 15 transterred from equity to the consolidated income statement. Reversals in respect of equity instruments classified
as avalable-for-sale are not recognized in the consolidated income statement. Reversals of impairment losses on debt
instruments are reversed through the consolidated income statement if the increase in fair value of the instrument can be
objectively related 1o an event oecurring after the impairment loss was recognized in consolidated income statement,

Insurance contract liabilices
Lufe ensirance condract fabifitier

The proviston for life insurance contracts 15 caleulated on the basis of the terms of the contract and the insurance period as
well as the pradent estimation of incurred losses in the claims reported at the reporting date.

18/59



Insurance Company [C Group

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Asat December 31, 2015,

Amounts expressed in thousands of GEL unless otherwise stated

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Insurance contract liabilities {Continued)
Crenerat! mniswrance contrac fabilities

General insurance contract liabilities include the outstanding claims provision, the provision for uncarned premium and the
provision for premium deficiency. General business contract liabilities are based on the estimated ultimate cost of all claims
incurred but not settled at the reporting date, whether reported or not, together with related claims handling costs and
reduction for the expected value of salvage and other recoveries, The liability is calculated at the reporting date based on
empirical data and current assumptions. The liability is not discounted for the time value of money. No provision for
equalisation or catastrophe reserves 15 recognised. The liabilities are derecognised when the obligation to pay a claim expires,
15 discharged or 15 cancelled.

The provision is recognised when contracts are entered into and premiums are charged, and is brought to account as
premium income over the term of the contract in accordance with the pattern of insurance service provided under the
contract. At each reporting date the carrying amount of unearned premium is calculated on active policies based on the
insurance period and time until the expiry date of each insurance policy. The Company reviews its unexpired risk based on
historical performance of separate business lines to determine overall change in expected claims. The differences between the
unearned premium reserves, loss provisions and as well as the expected claims are recognised in the consclidated income
statement by setting up a provision for premium deficiency.

Reinsurance assets

The Company cedes insurance risk in the normal course of business for all of its businesses except for health insurance.
Reinsurance assets represent balances due from reinsurance companies. Amounts recoverable from reinsurers are estimated in
a manner consistent with the outstanding claims provision or settled claims associated with the reinsurer’s policies and are in
accordance with the related reinsurance contract,

The reinsurers” share of each unexpired risk provision is recognized on the same basis. Reinsurance assets are derecognized
when the contractual rights are extinguished or expire or when the contract is transferred 10 another party.

(hfsereing

Reinsurance assets and liabilities are offser and the net amount is reported in the consolidared statement of financial
position when there is a legally enforceable right to set off the recognized amounts and there is an intention to settle on a
net basis, or to realize the reinsurance asset and seutle the reinsurance liability simultaneously, Respective income and
expense will not be offset in the conselidated income statement unless required or permitted by any accounting standard or
interpretation, as specifically disclosed in the accounting policies of the Company.
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Insurance Company IC Group

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Asat December 31, 2015,

Amounts expressed in thousands of GEL unless otherwise stated

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Deferred acquisition costs

The commussion costs incurred during the financial period arising from the writing or renewing of insurance contracts are
deferred ro the extent thar these costs are recoverable out of future premiums. All other acquisition costs are recognised as an
expense when incurred.

Subsequent to initial recognition, deferred acquisition costs (DAC) for general insurance and health products are amortised
over the period in which the related revenues are carned.

Property and cquipment

Property and equipment, including the owner occupicd property, is stated at cost, excluding the cost of day-to-day servicing,
less accumulated depreciation and accumulated impairment losses. Replacement or major inspection costs are capitalised
when incurred and if it is probable that future economic benefits associated with the item will flow to the entity and the cost
of the item can be measured reliably,

Depreciation is provided straight line basis over the useful lives of the following classes of assets:
' Buildings: 20 years

. Motaor vehicles: 5 years

. Medical equipment and machinery: 5 years
v Furniture and fixtures: 5 1o 10 years

' Leaschold improvements: 7 years

The assets’ residual values, and useful lives and method of depreciation are reviewed and adjusted, if appropriate, at each
financial year and adjusted prospectively, if appropriate.

Impairment reviews are performed when there are indicators that the carrying value may not be recoverable, Impairment
losses are recognised in the consolidated income statement as an expense.

An item of property and equipment is derecognised upon disposal or when no further economic benefits are expected from
its use of disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference between the net
disposal proceeds and the carrying amount of the asset) is included in the consolidated income statement in the year the
asset is derecognised,

Asseis under construction comprised costs directly related to construction of property and equipment including an
appropriate allocation of directly attributable variable and fixed overheads that are incurred in construction, Depreciation of
these assets, on the same basis as similar property assets, commences when the assets are put into operation.

Leaschold improvements are amortised over the life of the related leased asser. The assers residual values, useful lives and
methods are reviewed, and adjusted as appropriate, at cach financial year-end.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Investment properties

Investment properties are measured initially at cost, including transaction cost. The carrying amount includes the cost of
replacing part of an existing investment property at the time that cost is incurred if the recognition criteria are met; and
excludes the cost of day-to-day servicing of investment property.

Subsequent 1o initial recognition, investment properties are stated at fair value, which reflects market conditions at the
reporting date. Gains or losses arising from changes in the fair values of investment properties arc included in the
consolidated income statement 1n the year in which they arise,

Investment properties are derecognised cither when they have been disposed of, or when the investment property 1s
permanently withdrawn from use and no future economic benefits is expected from its disposal. Any gain or loss on the
retirement or disposal of an investment property is recognised in the consolidated income statement in the year of
retirement or dispasal.

Transfers are made to or from investment property only when there is a change in use evidenced by the end of owner
pecupation, commencement of an operating lease to another party or completion of construction or development, For a
transfer from investment property to owner-occupied property, the deemed cost for subsequent accounting is the fair value at
the date of change in use. If owner-occupied property becomes an Investment property, the Company accounts for such
property 10 accordance with the policy stated under property and equipment up to date of the change in use.

Inventory supplies
Inventory supplies are valued at the lower of cost and net realizable value. Cost of inventory supplies is determined on a
weighted average basis and includes expenditure incurred in acquining inventory supplies and bringing them to their cxsting

location and condition. The cost of finished goods and work in progress includes an appropriate share of production
overheads based on normal operating capacity, but excluding barrowing costs,

Net realizable value is the estimated selling price in the ordinary course of business, less the estimated costs of completion
and estimated costs necessary to make the sale. No provisions for obsolete or slow moving inventory supplies are made.

Financial liabilities
Tnttial recagrition and measwrenent

All financial liabilities are recognised mitially at fair value and, in the case of loans and borrowings, minus directly
arrriburable transaction costs.

The Company's financial liabilities include insurance contract liabilities, bank loans, overdrafis and other liabilities.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Interest bearing loans and borrowings
After initial recognition, interest bearing loans and barrowings are subsequently measured at amortised cost using the

effective interest rate method. Gains and losses are recognised in the consolidated income statement when the liabilities are
derecognised as well as through the effective interest rate method (EIR) amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fee or costs that are an
integral part of EIR. The EIR amortisation is included in interest expense in the consolidated income statement.

Derecognition of financaal labilities

A financial liability is derecognized when the obligation under the liability 15 discharged or cancelled or expires.

Insurance payables
[nittal recogrition and measyrement

Insurance payables are recognised when due and are measured on initial recognition at the fair value of consideration
received less directly attributable transaction costs.

Derecognition of insurance payables
Insurance payables are derecognised when obligation under the liability is settled, cancelled or expired.
Deferred commission income

The commission income earned during the financial period arising from the reinsurance ceded are deferred and then
amoartised over the period in which the related reinsurance costs are recognized.

Leases
Finance leases - The Company as lessee

The determination of whether an arrangement is a lease, or contains a lease, is based on the substance of the arrangement at
the inception date and requires an assessment of whether the fulfillment of the arrangement is dependent on the use of
specific asset or assets and the arrangement conveys a right 1o use the asset, even if the right 15 not explicitly specified in an
arrangement, For arrangement entered into prior to 1 January 2005, the date of inception is deemed to be 1 January 2005, in
accordance with the translation requirements of [FRIC 4.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Leases (Continued)
Company as leisee

Finance leases that transfer to the Company substantially all of the risks and benefits incidental to ownership of leased item,
are capitalised at the commencement of the lease at the fair value of the leased property or, if lower, at the present value of
minimum lease payments. Lease payments are apportioned between finance charges and reduction of the lease liability so as
to achieve a constant rate of interest on the remaining balance of the liability. Finance charges are recognised in interest
expense in the consolidated income statement,

Leased assets are depreciated over the useful life of the asset. However, if there Is no reasonable certainty that the Company
will obtain ownership by the end of the lease term, the asset is depreciated over the shorter of the estimated useful life of the
assct and the lease term.

Leases that do not transier to the Company substantially all the risks and benefits incidental to ownership of the leased items
are operating leases. Operating leas¢ payments are recognised as an expense in the consolidared income statement on a
straight fine basis over the lease term, Contingent rentals are recognised as an expense in the period when they are incurred.

Taxation
Curreni tneome (ax

Current income tax assets and liabilities for the current and prior periods are measured at the amount expected 1o be
recovered from or paid to the raxation authorities. The tax rates and tax laws used to compute the amount are those that are
enacted or substantively enacted by the reporting date in the country where the Company operates and generates raxable
inCome.

The current income tax expense is calculated in accordance with the regulations of Georgia.
Deferred tax

Deferred tax assets and liabilities arc calculated in respect of temporary differences using the liability method, Deferred
income taxes are provided for all temporary differences arising between the tax bases of assets and liabilities and their
carrying values for financial reporting purposes, except where the deferred income tax arises from the initial recognition of
an asset or lability in a transaction that is not 4 business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss,

A deferred rax asset is recorded only to the extent that it is probable that taxable profit will be available against which the
deductible temporary differences can be utilized. Deferred tax assets and liabilitics are measured at tax rates that are expected
e apply to the period when the asset is realized or the liability is settled, based on tax rates that have been enacted or
substantively enacted ar the réporting date,
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Taxation (Continued)

Deterred mcome tax is provided on temporary differences arising on investments in subsidiaries, associates and joint
ventures, except where the uming of the reversal of the temporary difference can be controlled and it is probable that the
temporary difference will not reverse in the foreseeable future.

Deferred income 1ax relating to items recognized directly in equity is recognized in equity and not in the consolidated
mcome statement. Deferred income tax assets and deferred income tax liabilities are offset, if a legally enforceable right exists
to set off current rax assets against current income tax liabilities and the deferred income taxes relate to the same taxable
entity and the same taxation authority,

Georgia also has various operating taxes, which are assessed on the Company’s activities. These taxes are included as a
component of other operating expenses.

Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. Following initial recognition, intangible
assets are carried at cost less any accumulated amortisation and any accumulated impairment losses, Internally generated
intangible assets, excluding capitalised development costs, are not capitalised and expenditure is reflected in the consolidated
income statement in the year in which the expenditure is incurred.

The useful lives of intangible assets are assessed to be either finite or indefinite,

Intangible assets with finite lives are amortised over the useful economic life and assessed for impairment whenever there is
an indication that the intangible assets may be impaired. The amortisation period and the amortisation method for an
intangible asser with 4 finite useful life are reviewed at least at each financial year end. Changes in the expected useful life or
the expected pattern of consumption of future economic benefits embodied in the asset are accounted for by changing the
amortisation period or method, as appropriate, and are treated as changes in accounting estimates, The amortisation expense
on intangible assets with finite lives is recognised in the consolidated income statement in the expense category consistent
with function of intangible asset.

= Compurer soliware; 5 years

Gains and losses arising from derecognition of an intangible asser are measured as the difference between the net dispasal
proceeds and the carrying amount of the asset and are recognised in the consolidated income statement when the asset is
derecognised.

Provisions and contingent liabilitics

Provisions are recognized when the Company has a present legal or constructive abligation as & result of past events, and it 15
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable

estimiate of the amount of obligation can be made,

Where the Company expects a provision to be reimbursed, for example under an insurance contract, the reimbursement is
recognized 4s 4 separate asset but only when the reimbursement is more probable than not.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Contingencics
Contingent liabilities are not recognized in the consolidated statement of financial position but are disclosed unless the
possibility of any outflow in settlement is remote, A contingent asset is not recognized in the consolidated statement of
financial position but disclosed when an inflow of economic benefits is probable.

Governmental grants

Governmental grants are assistance by government in the form of transfers of resources to an entity in return for past or
future compliance with certain conditions relating to the operating activities of the entity. They exclude those forms of
government assistance which cannot reasonably have a value placed upon them and transactions with government which
cannot be distinguished from the normal trading transactions of the entity.

Grants related 1o assets are government grants whose primary condition Is that an entity qualifying for them should
purchase, construct or otherwise acquire long-term assets. Subsidiary conditions may also be attached restricting the type or
location of the assets or the periods during which they are to be acquired or held, Grants related to income are government
grants other than those related 10 assets.

Presemiation of grants related to asets

Government grants related to assets, including non-monetary grants at fair value, are presented in the consclidated statement
of financial position by setting up the grane as deferred income.

Deferred income is recognised in profit or loss on a systematic basis over the useful life of the asset,
Share capital
Share capital

Share capital 15 recognized at cost. Share capital contributed in assets other than cash is stated at the fair value of such assets
at the dare of contribution.

Droidends

Dividends are recognized as a liability and deducted from equity at the reporting date only if they are declared before or on
the reporting date. Dividends are disclosed when they are propased before the reporting date or proposed or declared after
the reporting date but before the financial statements are authorized for issuc.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Income and expense recognition
Preminm mcome

Fremiums from life insurance contracts are recognized as revenue when payable by the policyholders, except for investment-
linked premiums which are accounted for when the corresponding liabilities are recognized. For single premium business
this is the date from which the policy is effective. For regular premium contracts, receivables are recorded at the date when
payments are due,

For non-life business premiums written are recognized on policy inception and earned on a pro rata basis over the term of
the relared policy coverage.

Estimates of premiums written as at the reporting date but not vet received, are assessed based on estimates from
underwriting or past experience and are included in premiums earned.

Premiums are shown before deduction of commission and before any sales-based taxes or duties, Where policies lapse due to
non-receipt of premiums, then all the related premium income acerued but not received from the date they are deemed 10
have lapsed 15 offset against premiums,

General insurance and health premiums written reflect business incepted during the vear, and exclude any sales-based taxes
or duties, Unearned premiums are those proportions of the premiums written in a year that relate to periods of risk after the
reporting date. Unearned premiums are computed principally on either a daily or monthly pro rata basis. Premiums
collected by intermedraries, but not yet received, are asscssed based on estimates from underwriting or past experience, and
are included 1n premiums written.

Premirunss ceded

Premiums payable in respect of reinsurance ceded are recognized in the period in which the reinsurance contract is entered
into and include estimates where the amounts are not determined at the reporting date. Premiums are expensed aver the
period of the reinsurance contract, calculated principally on a daily pro rata basis.

Provesion for anearned premisoms

The proportion of written premiums attributable to subsequent periods is deferred as unearned premium. The change in the
provision for uncarned premium is taken to the consolidated income statement in the order that revenue is recognized over
the period of risk or, for annuities, the amount of expected future benefit payments,

Fee and commision tncome

Insurance contract policyholders are charged for policy administration services, investment management services and for

surrenders. The fee is recognized as revenue in the period in which it is received unless these relate to services to be provided
in future periods.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Income and expense recognition (Continued)
Revenue from medical services rendered

Revenues from medical services are recognised to the extent that it is probable that the economic benefits will flow to the
Company and the revenue can be reliably measured on an acecrual basis. When services are provided in exchange for
dissimilar goods or services, the revenue is measured at the fair value of the goods or services received, adjusted by the
amount of any cash or cash equivalents transferred. When the fair value of the goods or services received cannor be measured
reliably, the revenue 15 measured ar the fair value of the goods or services given up, adjusted by the amounr of any cash or
cash equivalents ransferred.

Cost of Medrca! Services Rendered

Cost of medical services rendered represents expenses directly related to the generation of revenue from medical services
rendered, including, but not limited to wages and salaries of medical personnel, cost of medicines and other inventory. Cost
of medical services 1s expensed in the period in which the medical service is rendered.

Realized gains and losses recorded tn the consolidated tncome statement

Realized gains and losses on the sale of property and equipment and of available for sale financial assets are calculated as the
difference between net sales proceeds and the original or amortized cost. Realized gains and losses are recognized in the
consolidated income statement when the sale transaction oecurred.

Benefits and claims

Life insurance business claims reflect the cost of all claims incurred during the year, including claims handling costs. Death
claims and surrenders are recorded on the basis of notifications received. Maturities and annuity payments are recorded
when due. Benefits recorded are then acerued to the liability,

General insurance claims incurred include all claim losses occurring during the year, whether reported o not, including the
related handling costs and reduction for the value of salvage and other recoveries and any adjustments to claims outstanding
from previous years.

Claims handling costs include internal and external costs incurred in connection with the negotiation and sertlement of
claims, Internal costs include all direct expenses of the claims department and any part of the general administrative costs
directly attributable to the claims function.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Foreign currency translation

Ihe consolidated financial statements are presented in Georgian Lan, which 1s the Company’s functional and presentation
currency. Lransacuons m foreign currencies are mmally recorded in the functional currency, converted at the rate of exchange
ruling at the date of the transaction. Monetary assets and liabilities denominated in foreipn currencies are franslated into
Georgran Lan at official exchange rates declared by the National Bank of Georgia (“NBG") and effective as of the reporting
date. (ramns and losses resulting from the translaten of foreign currency transactions are recognized in the consolidated income
statement as gains less losses from foreign currencies - translation differences, except where it relates to items where @ains or
Iosses are recognized directly in equity, the gain or loss is then recognized net of the exchange component in eguity, Non-
monetary ttems that are measured in rerms of histoneal cost in a foreign currency are translated using the exchange rates as at
the dares of the mital transactions. Non- monetary items measured a1 far value in a foreign currency are translated using the
cxchange rates at the dare when the fair value was determined.

Differences between the contractual exchange rate of a transaction in a foreign currency and the NBG exchange rate on the
date of the rransacton are included m gams less losses from dealing in foreign currencies, The official NBG exchange rates at
31 December 2015 and 2014, were 2.3949 and 1.8636 Georgran Lard to 1 US dollar, and 2.6169 and 2,2656 Georgian Lad to 1
Euro respectively.

4 SIGNIFICANT ACCOUNTING ESTIMATES, ASSUMPTIONS AND JUDGMENTS
Use of estimates, assumptions and judgments

The preparation of the financal statements necessitates the use of estmates, assumptions and judgments, These estimates and
assumptions affecr the reported amounts of assets and liabilities and connngent liabilities ar the reporting date as well as
affecung the reported income and expenses for the year. Although the estimates are based an management’s best knowledge
and judgment of current facts as at the reporting date, the actual outcome may differ from these estimates.,

Estimation uncertainty
‘The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, that have a
sipnificant sk of causing a muterial adjustment to the carryving amounts of assets and liabilities within the next financial year
are discussed belows
Cilatwes ateelity arfstng from inswrance contraces
The estimauon of the ulnmate liability arising from claims made under life and general insurance contracts is the Company's
most crcal accounting estimate. There are several sources of uncertainty that need to be considered in the estimation of the
bability that the Company will ulamately pay for those claims.

al Lt onsurance contracts
For life insurance contracts there 1s no clums hability at the reporting date since the only life msurance product 5 an annual

msurance contract, which may be renewed, that will pay out a fixed amount to a beneficiary when the insured person dies
within that year,
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4 SIGNIFICANT ACCOUNTING ESTIMATES, ASSUMPTIONS AND JUDGMENTS (Continued)
Estimation uncertainty (Continued)

&) General imsurance contracts

For general insurance contracts, estimates have to be made both for the expected ultimate cost of claims reported at the
reporting date and for the expected ultimate cost of claims incurred but not yet reported (IBNR) ar the reporting date. It can
take 4 significant period of time before the ultimate claims cost can be established with certatnty. General insurance claims
provisions are not discounted for the time value of money.

Allovwance for impairment of Insurance Recetvables and Reinsurance Avets

The Company regularly reviews its insurance receivables and reinsurance assets to assess impatrment. The allowance
methedelogy has been consistently applied.

For accounting purposes, the Company uses an incurred loss model for the recognition of losses on impaired financial
assets. This means that losses can only be recognized when objective evidence of a specific loss event has been observed.

Triggering events include significant financial difficulty of the customer and/or breach of contract such as default of
pavment.

The amount of allowance is reduced by an amount of receivables which formally meet the criteria mentioned above, but in
relation 1o which the Company has adequate reasons to believe that the amount of debt will be recovered.

Run-off analyses support this approach. Management judgment is that trends will not change in future and that this
approach can be used to estimate the amount of recoverable debts as at the reporting period end.

Irrecoverable amounts and specific credit risks are written off by charging directly against gross premiums. Allowances for
impairment based on past experience are necessary in respect of receivables due from policyholders and agents/brokers on
direct insurance and in respect of counterparts on reinsurance.

Measurement of fair value of investment properties

Fair value of investment properties is determined by independent professionally qualified appraisers. Fair value is determined
using the sales comparison method. The estimate is subject to change as new transaction data and market evidence becomes
available,
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5 CASH AND CASH EQUIVALENTS

Cash and cash equivalents as of 31 December comprise:

1C Group 2015 2014
Cash on hand 3 251 2
Current accounts 2,588 2,890 B35
Total 2,961 3,141 861

Cash and cash equivalents of [5C Insurance Company IC Group on standalone basis compnse GEL 2,961, The regulator
requirement is 1o mantun mimmum level of cash and cash equivalents at 10% of the insurance contract lizbilities subject 1o
reservation as defined by regulatory reserve requirement resolution, which as of reporting date amounts to GEL 473
(4,725%10%),

Current accounts balance as of 31 December comprise:

1C Group 2015 2014
JSC VB Bank Georga 1,126 1,126 477
J5C Kor Standard Bank 212 212 217
J5C Halyk Bank Georgia 318 318 19
JSC TBC Bank B8O 880 T4
Orther banks 346 348 6o
Total 2,888 2,890 856

The carrying amounts disclosed above reasonably approximate fair value at the reporting date,

6 AMOUNTS DUE FROM CREDIT INSTITUTIONS

Amounts due from credit institutions as of 31 December comprise:

2015 2014

J5C Halvk Bank Georgia -

J5C Kor Standard Bank 225 2,399

|5 PrvatBank - 1,829

18 Silk Road Bank 1,437 1,020

JSC VTH Bank . T45

JSC I'BC Bank 1,389 T45
Total 3,071 T,238

Amounts due from credit mstitutions are represented by short-term (less than 12 moenths) placements with Georgian banks
and earn annual interest of 3% to 9% (2014 = 2% 1w 10%).

Amounts due from credit instututions include GEL 2,868 (2014; GEL 3,577) of restncted deposits to secure insurance contract
liabilities in accordance with regulatory requirement of Insurance State Supervision Service of Georgia.
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7 INSURANCE AND REINSURANCE RECEIVABLES

Insurance and reinsurance recervables as of 31 December comprise:

2015 2014
Due from policyholders 8,037 9,328
Due from remnsurers :

8,037 9,328
Less - allowance for impairment (Note 29) (4,122 (3,395)
Total 3,915 5,933
The carrying amounts disclosed above reasonably approximate their fair values at year end,
8 LOANS ISSUED AND RECEIVABLES

Loans sssued and recervables as of 31 December COmprise:

205 2014
Loans ssued and recervables 10,997 8,510
Less - allowsnce for impairment (Nore 29) (8,579 (6,641)
Total 2,418 1,369
The loans recewvable (poncipal and mnterest at amornsed cost) comprise:

2015 2014
Loans issued 1o related parties 123
Loans issued 1o indiiduals 613 441
Loans issued 1o legal entity 1,803 1,305
Total 2,418 1,869

The loans 1ssued to individuals have an interest rate from 11% to 16%.

Carrymg amounts of loans 1ssued and recervables approximate their fair value as of the reporting date,
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9 INSURANCE CONTRACT LIABILITIES AND REINSURANCE ASSETS

Insurance contract liabilites and reinsurance assets as of 31 December comprise:

2015 2014

Insurance contract habilities

Unearned premuiums provision 5,686 8,756

Provisions for claims reported by policyholders 7,818 12,285

Provistons for claims incurred but not reported (IBNR) 292 230
Total insurance contract liahilities 13,796 21,271
Reinsurance assets

Remnsurers’ share in unearned premiums provision 2,513 4,546

Remnsurers’ share in provisions for clams reported by policyholders 6,648 11,236

Remnsurers” shate in provisions for claims incurred but not reporred - "
Total reinsurance assets 9,161 15,782
Insurance contracts liabilities net of reinsurance

Uneamned premiums provision 3,173 4,210

Provisions for claims reported by policyholders 1,170 1,049

Provisions for claums meurred but not reported (IBNR) 252 230
Total insurance contracts liabilities net of reinsurance 4,635 5,489

At 31 December 2015 provisions for claims reported by policyholders and reinsurers’ share in provision includes GEL 5,725
and GEL 5,725 (2014: GEL 10,830 and GEL 10,830) respectively related to the reported loss on Aviation Hull and TPL
(Third Party Liability) policy by Georgian Airways. The policy was 100% reinsured under the reinsurance treaty signed with
nsurance broker Marsh Lud.

Insurance contract liabilities as of 31 December comprise:

2015 2014
Heinsurers'
share of
Insurance insurance Insurance Rednsurers " share
contract cantract contract of Insurance
Motes Fabilieies Kabilines Nt lrabilities contrace Kabiites Ner

Lufe nsurance () 186 - 186 165 2 163
Creneral insurance {b} 13,610 9161 4,449 21,106 15,780 5,326
T, : 7

raliniicines 13,796 9,161 4,635 21,271 15,782 5,489

contract liabilitics
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9 INSURANCE CONTRACT LIABILITIES AND REINSURANCE ASSETS (Continued)

{a) The movement during the year in the life insurance contract liabilities is as follaws:

2015 2014
Tnsurance Retnsurers’ Inssrance
comfract share of confrdac! Remnsurers' share
Mates liabilities Iakilities Net labilities af liabilities MNet

At | January 165 2 163 1M} q 96
Premiums written dusing
e 213 I 212 277 5 272
Premwms earned dunng :
the year (189) i3) (186) [284) (7} {279)
Clasms incurred during 29 - 29 98 3 93
the current accident year
Clanms pard du 1h .
w;r s pa ring the 25 (32) (32 {24) (5 (19)
At 31 December 186 - 186 165 2 163

(b) General insurance contract liabilities may be analyzed below. Provision for claims settlement expenses is included in the

gross insurance contract liabilities.

2015 2014
Tmiurance Refusurers Insurance
contract share of contract Reinsurers' share
Notes eabilities Iabilities MNet liabilities of liabilities Net
et de R 7,727 6,648 1,079 12,195 11,236 959
reparted by pelicvholders t ! g 2 2
|"rl..>‘r'iuv:|._‘ for claims 281 281 216 ) 216
incurred but not reparted
Outstanding claims s
. (1) 8,008 6,648 1,360 12411 11,236 L175
Provision
Provision for unearned ..
z {2) 5,602 2.513 3,089 8,695 4,544 4,151
premuums
Provision for foss =
adjustment expenses = - -
Total i
otal general insurance 13,610 9.161 4,449 21,106 15,780 3,326

comtraces liabilities
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9 INSURANCE CONTRACT LIABILITIES AND REINSURANCE ASSETS (Continued}

(1) The provision for claims reported by palicy holders,

as follows:

claims paid during the year and loss adjusting expenses may be analyzed

2015 2014
Tnsurance Reinsurers’ Insurance
contract share of contrac Reinsurers' share
Notes Habilities labilities Net Ifabilities of fiabilities Net
At 1 Janvary 12,411 11,236 L175 14,503 12,42% 2,074
Jasms medrred during 5612 (937) 6,549 12,425 1,447 10,979
the current accident year
Claims paid duning the iz ; :
vear 23 {10,013 {3,851} (6,364) {14,511) {26400 (11,871)
Change in LAER - (7} - {7
At 31 December 8,008 6,648 1,360 12,411 11,236 1,175
{2) The provision for unearned premiums may be analyzed as follows:
2015 2014
Twsurance Reinsurers’ Tnsurance
cantract share of contract Reinsurers' share
Nates liakilities lakilities Net liabilities af liabilities Ner

At 1 January 8,695 4,544 4,151 20,706 1,616 19,0890
Premiums written during ; R -
the eyt 21 14,235 5,452 8,786 11,311 625 4,686
Premiums earned during - .
s, (17,331) (7,483) (9,848) (23,322) (3,697) (19,625)
Ar 31 December 5,602 2,513 3,089 8,695 4,544 4,151

Insurance contract liabilities and reinsurance assets - terms, assumptions and scnsitivities

fa) Life insurance contracts

(1) Terms and conditions

Life insurance contracts offered by the Company only

where lump sum benefits are payable on death.

{2) Key assumptions

Premiums for life insurance contracts

consist of annually renewable term conventional insurance contracts

are based on premiums set by the reinsurance company. These annually renewed
insurance contracts only pay a lump sum benefit when the insured person dies within that year. At the reporting date, the
pro rata premium for the policy year that is not yet earned, is deferred in the caption Insurance Contract Liabilines.
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9 INSURANCE CONTRACT LIABILITIES AND REINSURANCE ASSETS (Continued)

Insurance contract liabilities and reinsurance assets - terms, assumptions and sensitivitics (Continued)

{8 General insurance contracts

{1) Terms and conditions

The major classes of general insurance written by the Company include cargo, motor, houschold, property, freight
forwarding liability, professional indemnity, financial risk, health and aviation. Risks under these policies usually cover
twelve month durarion.

For general insurance contracts, claims provisions (comprising provisions for claims reported by policyholders and claims
ncurred but not yet reported) are established to cover the ultimate cost of sertling the liabilities in respect of claims that
have occurred and are estimated based on known facts at the reporting date.

The provisions are refined monthly as part of a regular ongoing process as claims experience develops, certain claims are
settled and further claims arc reported. Outstanding claims provisions are not discounted for the time value of maoney.

(2} Assumptions

For the calculation of the IBNR reserve including the liability adequacy test refer to Note 3 - Summary of significant
accounting policies, Insurance contract liabilities.

Insurance contract liabilities on insurance business written in Georgia significantly depends on fluctuations in currency
exchange rates as the insurance values on these contracts are denominated in US dollars (see analysis of currency risk in the
Naote 30 - Risk Management),

10 INCOME TAX

The corporate income tax benefit comprises:

2015 2014
Current tax 144 27
Deterred tax credit - origination and reversal of temporary differences {515} (110
Income tax expense (benefit) (371) (83)

Georgla currently has a number of laws related to various taxes imposed by state governmental authorities. Applicable taxes
include value added tax, corporate income tax (profits tax), and a turnover based tax, together with others, Laws relating to
these taxes have not been in force for significant periods in contrast to more developed market economies,
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1 INCOME TAX (Continued)

Therefore, regulations are often unclear or non-existent and few precedents have been established. This creates tax risks in
Georgia substantially more significant than typically found in countries with more developed tax systems.

Management believes that the Company 1s 1n substantial compliance with the tax laws affecung its operations. However, the
nsk remains thar relevant authonties could take differing positions with regard to interpretive issues.

The Company’s operations and financial position will continue fo be affected by Georgian political developments, including
the apphcaton and interpretation of existing and furure legislation and tax regulations, Such possible occurrences and their
effect on the Company could have 4 material unpact on the Company’s operations ot its financial position in Geotgia,

2015 2014
Current mcome tax asser a7l Bl5
Dieferred mcome tax asset 2538 2,023
Toral tax assets 3,208 2,838

11 INVESTMENT PROPERTIES

2015 2014
Arl January 1,413 2,579
Additons B .
Fair value guns / (loss) - -
Sales - (1,166)
At 31 December 1,413 1,413

As at 31 December 2015, invéstment properties of the Company comprise land in Miskheta Region. As at December 31, 2015
this property was not used mn the supply of services or for administrative purposes and it was not held for sale in the ordinary
course of business, thus it 15 not classified as owner-occupied properry. This asset was held for undetermined future use and
thus classified as investment property in aceordance with TAS 40,

Sold investment properties shown above consists of the properues in Bolmsi district.

The fur value of the Group’s investment property as at 31 December 2014 was determined based on the valuation report of
independent professional valuators of Expert Group Lid, The valuators hold all relevant professional qualification and have
tecent experience in the location and category of the investment properties valued. Valuations were conducted in accordance
with International Valuation Standards. As ar 31 December 2015, Group’s management considers that there were no
significant changes in the far value of investment propertes.
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12 PROPERTY AND EQUIPMENT

The movements in propenty and equipment were as follows:

Land and Motwor Medical Office Fumnitare and Leasehold

buildings vehicles equipment Equipment fixtures Improvement Toal
Gross book value
01.Jan.15 3,310 340 1,776 783 438 1,564 8,23
Addinons 1 3 5 19 15 44
Inrernal transfers - - " _
Disposals 192) i 160) {359) (12} {37) {78) {758)
31.Dec.15 3,218 151 1,422 776 420 1,501 7,518
Accumulated depreciation
01.Jan.15 485 240 646 621 371 950 3,313
Depreciation charge 166 33 325 g8 T2 166 E51
Disposals (m (125 (167) {4) (58) (29 {393)
31.Dec. 15 6dl 149 B4 704 386 1,087 3,771
MNet book value
01.Jan.15 2,825 100 1,130 162 87 614 4,918
31.Dec.15 2577 32 618 T2 34 414 3,747

Land and Motor Medical Office Furniture and Leasehold

buildings vehicles equipment Equipment fixtures improvement Toual
{iross book value
01.Jan.14 2,503 317 2,808 796 447 1,695 14,567
\ddinons . 29 27 34 8 24 123
Internal ransfers - - - - 2 -
Disposals (5,193) (6) {1,059) {47) 3 (156) (6,458)
31.Dec.14 3,310 340 1,776 783 458 1,564 8,231
Accumulated depreciation
01.]an.14 857 188 487 537 310 798 3,178
Depreeciation charge 33 56 558 105 64 242 1,361
Disposals (709 14 (3945 (21} {3 (90 {1,325}
3. Dec.14 485 240 646 621 371 950 3,313
MNet book value
01.Jan.14 7,646 129 2,321 259 157 597 11,389
3.Dec.14 2,825 100 1,130 162 87 614 4,918

Properry wath the carrving value of GEL 2,452 is pledged to secure the financial habilines (Note 16).
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13 DEFERRED ACQUISITION COSTS

Deferred acquisition costs a5 of 31 December comprise:

2015 2014
At January 524 287
[ncurred D68 1,043
Amortzed {1,165 (B0a)
At 31 December 327 524

14 OTHER ASSETS

2015 2014
Subropaton recervable 2553 2232
Advances and prepayments 811 3,205
Prepaid operating taxes 27 1,231
Miscellancous recervables 1,042 189
Inventory 447 553
Foreclosed assets - -
Becetvable from subsidiary sale 412 B25
Oither 3,471 1,718

8,763 9,943

Less - allowance for impairment of other assets (Note 29 {3,673 (3,381)
Toral 5,090 6,562

As of 31 December 2015, advances and prepayments of the Company include GEL 165 (2014 GEL 229

climes,

advances paid to

Prepaid operating taxes of the Company include input VAT GEL 1,188 (2014: GEL 1,187) attributable to the AliansMedi +

LLC as at 31 Diecember 20115,

Inventory is related o the stock of medical supplies held by hospitals incorporated dunng 2012 and 2013

15 OTHER INSURANCE LIABILITIES

Chiher insurance liahilites as of 31 December include: 2015 2014

Remsurance payables 3414 3,633
Clasms payahle 2852 2906
Total 6,266 6,539
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16 FINANCIAL LIABILITIES

Financial labilies as of 31 December comprise:

2015 2014
Bank loans 5,781 8333
Bank overdrafre 994 989
Oither payables 100 316
Total 6,875 9,638

The bank loans have an average interest rate of 14.00% per annum (2014t 11.98%), matunng through January 2016 - Apnl
2016 (2014: March 2015 — Movember 2013).

Included in bank loans are amounts obtained from JSC VIB Bank of GEL3,280 (2014: GEL 1,953), JSC TBC Bank of GEL
2.289 {2014; GEL 1,814}, JSC KorStandard Bank of GEL 0 (2014: GEL 2,623), JSC Halyk Bank Georgia of GEL 212 (2014
120} and JSC Bank of Georgia of GEL 0 (2014: GEL 1,818). The bank loans are secured by the Company’s propesty and
cquipment with carrying value of GEL2,452 (2014: GEL Z,602) (Note 12). Also, bank loans are secured by 1C Group's 100%
share in AliansMedi + LLC and by the property of other party with the value of GEL 1,100

17 TRADE PAYABLES

Trade payables as of 31 December compnse:

2013 2014
Payables for construction - -
Teade payable for medical services ol 160
Other payables 267 320
Total 328 480

18 OTHER LIABILITIES
Other Liabilities as of 31 December compnise:
2015 2014

Accruals for employee compensation 214 043
(iperanng taxes payable 2,100 2022
Advances receved 933 261
Othet 567 1,049
Total 3,814 4,675

19 EQUITY

The share capital of the Company was contrnibuted by the shareholders in Georgian Lan and shareholders are enutled to
dividends and any capital distrbution in Georgian Lari. No dividends were declared during 2015 or 2014,
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27 SALARIES AND OTHER EMPLOYEE BENEFITS

Salaries and other employee benefirs comprise: 2015 2014

Salapes (2,470 (4,2200
Bonuses 1y {165}
Insurance and other benefits {212 {98)
Total (2,683) (4,483)

28 GENERAL AND OTHER ADMINISTRATIVE EXPENSES

General and admimstrative expenses comprise: 2015 2014

Occupancy and rent (378} {712)
Operating taxes (67 (62)
Communicitions (53) {101)
Legal and consultancy (103) (143}
Transportation 43 (B8]
Urlines 1) (99)
Securnty {8 (21)
Marketing and advernsing (63) g
Bank fees and commussions 41} (am
Business rravel and related expenses 130) (72)
Printing (33) (32)
Representative expenses (40 (54)
Dffice supplies (32) (5™
Repair and maintenance of property and equipment (29) (39
Chanty {21) )]
Othes (239) (202)
Total (1,257} (1,809)

29 ALLOWANCES FOR IMPAIRMENT AND PROVISIONS

The movements in the allowance for insurance and reinsurance receivablés, loans receivable and receivables from other

assets were as follows:

Insurance
and
reinsurance  Loans issued

receivables  and receivables Other assets (Notwe

{MNote T) (Mote 8) 14) Toual

31.Dee 13 3,056 5,487 3,088 11,631
Charge 412 1,133 203 1,838
Reversal - 21 21
Write-off (73) : {73)

31.Dec.14 3,395 | 6,641 3,381 13,417
Charge 727 1,938 292 2,957
Reversal - - - -
Wate-aff E - -

31.Dec.15 4,122 8,579 3,673 16,374

Allowances for impairment of assets are deducted from the carrying amounts of the related assets.
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30 RISK MANAGEMENT

The adivities of the Company are exposed to vadous risks. Risk management therefore is a aritical component of its
msurance aaivites. Risk 1 mherent in the Company's acivities but is managed through 2 prooss of ongomng
wennfication, measurement and daily monitonng, subjea o nsk limits and other matrols. Eadh individual within
the Company 15 acnuntable for the nsk exposures relanng to his or ru:r responsibilines. The main fnanaal asks
inherent in the Company's operations are those related to aedir, liquidity and market movements in interest and
forapn exchange rates and equaty prims. A sommiry desaiption of the Company's fsk management pohaes in

relanion 1o those nsks follows.
|

Governance framework I

The pamary objecive of the Company's nsk and finandal managemen framework is to protea the Company from
events that hinder the sustmnable achievement of the Company's p:;rt‘nirmﬂ.ncr.uln'gecciwﬁ, induding fdling to explo
opporunites. The Company remynizes the aitiml unportnoe of having effident and effedive nsk management

The Company has established a nsk management funaion with terms of reference for the exeative management

systems in placs
board, Management board delegares to respedive members of smicf management responsibilities for overseeing
mmphana with established risk management poliges.
The management board approves the Company nsk management polices and meets regularly to approve on any
. " n | o P T
commerdal, regulamsy and own omgamzational reguirements 10 5ud1| poliges. The polices define the Company's
identifimuon of nisk and 15 interpretation, hmit sougure (o ensure the appropriate quality and diversification of
assers, alignment of underwrting and reinsurance strategy to the @rpofate goals and speafy reporting requirements.
Capital management objectives, policies and approach

The Company has established the following apital management objecives, polides and approach to managing the
rsks thar affea its cpital posinon.

The apial management objedives arc
- To mantain the regquired level of stability of the Company thereby providing a degree of semunty to policgholders.

_ To allocite epital effidently and support the development of business by ensuring that retums on apital employed

meet the requirements of its capital providers and of its shareholders,
. To retain finanaal flexibilicy by maintaining strong liguidity and acoess itu funds available from finandal insdrutions.

To maintain finanaal strength, to support new busmess prowth and [:U satisfy the requirements of the polioholders,
repulators and stakeholders,

|
The operations of the Company arc alzo subjea to loal reguiamrp: requirements within the jutsdution where it
operates. Sudh regulations not only presaibe approval and momun:ing: of activites, but also impose erain restHcve
provisions e.g, Capital adequacy 1o minimize the fsk of default and insolvengy on the part of insurane mmpanics o
meet unforeseen Habiliries as these anse. l

The Company's @pital management poliy for its insumnce and nor-insurance business 15 © hold suffiaent ligguid
asscls To arver statutory requirements based on the repralatory directives,
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30 RISK MANAGEMENT (Continued)
Approach to capital management

The Company sceks to optimize the structure and sources of capital 19 ensure that it consistently maximizes returns 1o
shareholders and policyholders.

The Company's approach to managing capital involves managing assets, liabilities and risks in a co-ordinated manner,
assessing shortfalls between reported and required capital levels on a regular basis and taking appropriate actions to influence
the capital position of the Company.

The Company has had no significant changes in its policies and processes to its capital structure during the past year from
previous years,

Insurance risk

The 1isk under an insurance contract is the risk that an insured event willi occur including the uncertainty of the amount and
timing of any resulting claim, The principal risk the Company faces under such contracts is that actual claims and benefit

payments exceed the carrying amount of insurance liabilities. This is influenced by the frequency of claims, severity of
claims. actual benefits paid are greater than originally estimated and subsequent development of long term claims.

The variability of risks is improved by diversification of risk of loss td a large portfolio of insurance COnITacts as a more
diversified portfolio is less likely to be affected across the board by|change in any subset of the portfolio, as well as
unexpected outcomes, The variability of risks is also improved by careful selection and implementation of underwriting
strategy and guidelines as well as the use of reinsurance arrangements. Ti‘lc Company establishes underwriting guidelines and
limits, which stipulate who may accept what risks and the applicable limfns. These limits are continuously monitored.

The Company primarily uses loss ratio and expense ratio 1o monitor its insurance risk. Loss ratio is defined as net insurance
claims divided by net insurance revenue, Expense ratio is defined as operating expenses excluding interest expense divided by
net insurance revenue. The Company's loss ratios and expense ratios caleulated on a net basis were as follows:

2015 2014

Loss ratio 6630 5650
Expense ratio B9 93%

The business of the Company comprises both life and general insurance contracts.
(1) Life insurance contracts

The Company writes life insurance contracts, where the life of th-:?poliq‘hoidfr is insured against death or permanent
disability, usually for a pre-determined amount. |

The table below sets out the concentration of insured life benefits across 4 bands (band limits are in thousands of GEL).
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30 RISK MANAGEMENT (Continued)
Insurance risk (Continued)

(1) Life insurance contracts {Contnued)

Gross Reinsurers
c]n.i.l:fus share of claims ~ Net claims
liahilities liabilities liabilitics

Claims liabilities per life insured at 31,/12/2015 _
GEL 0-100 thousand |102 . 102
100-200 thousand . 5 =
200-1000 thousand < = =
Grreater than 1,000 thousand C - -
Total | 102 - 102
Claims liabilities per life insured at 31/12,/2014 |
GEL 0-100 thousand 104 E 104
T0R0-200 thousand - = -
200-1000 thousand s = A
Grreater than 1,000 thousand = = =
Tatal | 104 - 104

The Company’s underwntng strategy 1s designed to ensure that nsks are well diversified i teems of type of risk and
level of insured henefits, This is largely achieved through diversification across industry sectors and geography, the
use of medical screening in order 1o ensure that prncing fakes account of current health conditions and family medical
history, regular review of actual claims experience and product pocing, as well as detailed claims handling procedures,
Underwnting limits are in place 1o enforce appropriate sk selection criteria. For example, the Company has the right
not to renew individual policies, it can impose deductibles and 1t has the tight to reject the payment of fraudulent
clums, Insurance contracts also enntle the Company to pursue third parties for payment of some or all cost. The
Company further enforces a policy of actively managing and promptly pursuing claims, i order to reduce its
exposure 0 unpredicrable future developments that can negatively impact the Company.

Currently, nsured risks do not vary significantly in relation to the location of the sk insured by the Company whilst
undue concentration by amounts could have an impact on the seventy of benefit payments on a portfolio basis. For
contracis where death or disability is the insured nsk, the significant factors| that could increase the overall frequency
of clums are epidemics, widespread changes in lifestyle and natuzal d:sd.str:ns resulting in eaclier or more claims than
expected. A Company does not reinsure the life insurance portfolo due tey the avoidance of all high nisk individual
{_..I:!lml'l lﬂ} '!1 thll:r.lnl..::.

‘The geopraphical concentration of the Company's insurance habilities at 31 December 2015 and 2014 s as follows.
The digclosure is bazed on the countries where the insurance business 15 wrtten. Direct insurance business wntten is
taken in Georga,
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30

(1

(2

RISK MANAGEMENT (Continued)

Insurance risk (Continued)

Life insurance contracts (Continued)
Reinsurers
Gross claims share of claims ~ Net claims
liabilities liahilities liabilities

Claims liabilitics per life insured at 31,/12/2015

Creorpa 102 102
Total | 102 - 102
Claims liabilities per life insured at 31/12/2014

Georga 104 - 104
Total 104 - 104

General insurance contracts

The Company prncipally sssues the following types of general insurance ¢ontracts; third party motor own damage, property,
financial risks, health, guarantees, cargo, freight forwarding Liability, general third party liability, motor third party liability,
professional indemnity, marine hull, aviation hull, avigtion TPL, Risks under non-life insurance policies usually cover twelve
maonth duzation.

For peneral insurance contracts the most sigmificant nisks arise from changes in loss frequency and loss severity. For healthcare
contracts the mast significant nsks arise from lifestyle changes and epidemig.

These risks vary significantly in relation to the type of risk insured and by industry. Undue concentration by amounts can have
a further impact on the seventy of benefit payments on 2 pattfolio basis.

"The ahove risk exposure is mitigated by diversification across a large portfolio of insurance contracts. The varabiliry of nsks 1s
improved by careful selection and implementaton of underwriting strategies, which are designed to ensure that risks are
diversified in terms of type of nsk and level of insured benefits. This is largely achieved through diversification across industry
sectors, Further, suict claim review policies to assess all new and ongoing claims, regular detailed review of claims handling
procedures and frequent investigation of possible fraudulent claims are all policies and procedures put in place to reduce the
tisk exposure of the Company. The Company further enforces a paolicy of actively managing and prompt pursuit of claims, in
arder 1o reduce its exposure to unpredictable future developments that can neganvely impact the Company.

The Company has also hmited 11s exposure by imposing maximum claim amounts on certain contracts as well as the use of
remsurance arrangements in ogder to limit exposure to catastrophic events, for example hurncanes, carthgquakes and flood
damages.

“The rable helow sets out the concentration of peneral msurance contract liabilities by tvpe of coniract,
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30 RISK MANAGEMENT (Continued)
Insurance risk (Continued)

(2) General insurance contracts (Continued)

2015 2014
Reinsurers'
Gross claims  share of claims M claims Gross claims  Heinsurers’ share MNet claims
liabilities liabilities labilities | liabilities of claims liabilities liabilities

Awvianon 5727 5725 2 10,833 10,830 3
Healthcare 043 - 043 637 - 657
Motor 178 ] 172 289 13 276
Liability 545 76 79 239 222 i
Property 135 B2 53 270 163 107
Agricultece Gs] 69 17 - ¢ -
Cargo G & 24 8 16
Personal acodent 35 - 35 62 . 62
Travel 47 47| 3 . 31
Financial nsks & - &f [ - &
uarantees - - - - -
Total 8,008 6,648 1,360 12,411 11,236 1,175

For general insurance contracts, the most significant nisks anse from changes in loss frequency and loss severity in motor and
financial nsks insurance and increases m prces of medical services. These nisks vary significantdy relation 1o the locaton of
the risk insured by the Company, and the type of fisks msured.

The vanability of risks is improved by diversification of nsk of lass to a| large portfolio of insurance contracts, as 4 more
diversified portfolio is less likely to be affected across the board by changes in any subset of the portfolio.

The vanability of nsks 15 also improved by careful selecuon and implementaton of underwoiting stategies. The Company
establishes underwnting guidelines and limits that supulate who may accepr nisks, thewr nature and apphcabile limirs. These
limits are contnuously monitored, Strict clum review policies to assess all new and ongoing clams, as well as the invesnganon
of possible frandulent claims are in place. The Company also enforces a pt.?!it}' of actively managing and promptly processing
claims, mn order to reduce its exposure to unpredictable furure developments that can negatively impact the Company.

Business ceded is placed on different terms (quota share, excess of loss) with retention limuts varying by product line and
terntory. Amounts recoverable from reinsurers are estimated n a manner consistent with the assumpnons used for ascertmmng
the underlying policy benefits and ate presented in the consolidated statement of financial position as reinsurance assets.

The geographical concentration of the Company’s msurance Labilities at 31 December 2015 and 2014 is as follows, The
disclosure is based on the countries where the msurance business is written. Direct insurance business written 15 taken in
Georgia only and the reinsurance companies are all based outside Georgia.
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30 RISK MANAGEMENT (Continued)
Insurance risk (Contnued)

(2) General insurance contracts (Continued)

2015 2014
Remnsurers' Reinsurers’
Gross claims  share of claims Met claims Gross claims share of Met claims
liabilities liabilities liabilities liabilities claims liabilities liabilities
Georga 5,008 6,644 1,360 12411 11,236 1,175
Total 8,008 6,644 1,360 12,411 11,236 1,175

Financial risk
{1) Credirt risk

Credit risk 15 the nsk that one party to a financual nstrument will fail to discharge an obligation and cause the other party to
incur a financial loss.

The Company manages the level of credit risk it accepts through a comprehensive group credit nsk policy setting out the
assessment and determination of what constitutes credit risk for the Company; setting up of exposure limats by each
counterparty ot group of counterparties, geopraphical and ndustry segments; right of offset where counterparties are both
debtors and creditors; guidelines on obaining collateral and guarantees; reporting of credit risk exposures and breaches to the
monitoring authority; monitoring compliance with credit nisk policy and review of credit risk policy for perunence and
changing environment,

The following is a boef description of how the Company manages its credir sk exposure:
Reinsurance

Even though the Company may have reinsurance arrangements, it is not telieved of its direct obligations to its policyholders
and thus a credit exposure exists with respect to remsurance ceded, to the extent that any reinsurer is unable to meet its
obliganions assumed under such reinsurance agreements. ‘I'he Company is neither dependent on a single remsurer nor are the
operations of the Company substantially dependent upon any reinsurance contract. There 15 no single counterparty exposure
that exceeds 33% of total remnsurance assets at the reporting date. The Company evaluates the financial condition of 1ts
reinsurers regularly.
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30 RISK MANAGEMENT (Continued)
Financial risk (Continued)

{1} Credit risk (Continued)
Loans fssued and recervables

The Company sets the maximum amounts and limits that may be advanced to / placed wath indiwidual corporate
counterparties which are set by reference to their long term ranngs.

The credit nisk in respect of customer balances, incurred on non-payment of| premiums or contributions will only persist dunng
the grace peniod specified in the policy document on the expiry of which the policy is either paid up or terminated.

Credlit quality per class of financtal assets

The credit quality of financial assets is managed by the Company through internal credit assessment proceduces. The table

below shows the credit quabity by class of asset for loan-related lines in the consolidated statement of financial position, based
on the Company's credit assessment system,

Meither past
due nor Past-due Toral
irmpaired but not impaired
Motes 2015 2015 2015
Amounts due from credit instirutions 6 [ 3071 : 3071
Insurance and remsurance receivables: i
Insurance receivibles 3317 598 3915
Reinsurance receivables . - .
Taral 6 388 508 6 986
T
Meither past
due nor Past-due
I impaired but not impaired Total
Motes 2014 2014 2014
Amounts due from credit insumtons 6 T 238 - 7238
Insurance and remsurance receivables: ¥
Insurance receivahles 5404 529 5933
Remnsurance recervablas - -

Total [ 12 642 520 13171

[nsurance and reinsurance recervables thar are neither past due nor 1mpau’u:ci include insurance and remsuzance recervables that
are not past due more than 30 days as of the reporung date. Insurance and reinsurance recervables that are past due but not
impaired include insurance and reinsurance recevables overdue for more than 30 days. The Company does not have a credit
rating system 1o evaluate past due bur not impaired recervables. |
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30 RISK MANAGEMENT (Continued)
Financial risk (Continued)
(2) Liquidity risk

Liguidity nsk s the nsk that an ennry will encounter difficulty in rmsing funds to meer cash commitments associated with
financial msiruments. Liquidity rsk may result from either the mability to sell financial assets quickly at their fair values; or
counterparty failling on repayment of a contractual obligation; or insurance lability falling due for payment earlier than
expecied; or nability to generate cash inflows as anteipated. I

The major hiquidity nsk confronong the Company s the daily calls on its ayalable cash resources in respect of claims ansing
from msurance coniracts and the mamnry of debr secunnes.

The Company manages liquidity through a Company hguidity dsk policy which determines whar constimrtes liquidity nsk for
the Company; specifies minimum proportion of funds to meet emergency calls; setting up of contingency funding plans;
specify the sources of funding and the events that would trigger the plan; monitoring compliance with liquidity nsk policy and
review of liquidity nsk policy for pertinence and changing environment.

The table below analyses assers and liabilites of the Company mnto their relevant matunty groups based on the remaining
penioed ar the reporting date to their contractual maturines ot expected repayment dates,

Within More than one

31.Dec.15 one vear vear Toral
Ansets:
Cash and cash equivalents 314 ] Jn
Amounts due from credit insnmnons am - 307
Insurance and remnsurance receivables 3915 - 3915
Remsurance assets 2162 G 999 9161
Loans 1ssued and recervables 2418 - 2 418
Current income ax asset a7l 670
Deferred income tax asset . 2538 2538
Oither assets 5 0590 - 5090
Total assets 20 467 9 537 30 004
Liabilities:
Insurance conrract habilines 6 797 & 999 13 796
Orther insurance habdlines 6 266 - & 266
Financial hahlines 3 334 354 6 875
Deferred income tax liabibity - - -
Other habalines 4 142 4 142
Total liabilities | 20 539 10 540 31079
MNet position | {72} {1003) {1075)
Accumulated gap : (72) (1 075)
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30 RISK MANAGEMENT (Continued)
Financial risk (Continued)
(2) Liguidity risk (Continued)

Within More than one

31.Dec. 14 one year year Total
Assets:
Cash and cash equivalents g6l - 861
Amounts due from credit instiations 7,238 - 7,238
Insurance and reinsurance receivables 5,933 - 5,933
Reinsurance assets 4,952 10,830 15,782
Loans issued and receivables 1,869 2 1,869
Current inceme tax asset 815 - 815
Deferred income tax asset - 2,023 2,023
Oither assets 6,562 . 6,562
Total assets 28,230 12,853 41,083
Liabalities:
[nsurance contract liabilities 10,441 10,830 21,271
Other insurance liabilities 6,539 = 6,539
Financial labtlines 6,011 3.627 9,638
Deferred income tax hability 5 : =
Other hiabilities 5,155 - 5,155
Total liabilities 28,146 14,457 42,603
MNet position ' 84 (1,604) {1,520)
Accumulated gap 84 (1,520)

The amounts and maturities in respect of insurance liabilities are based on management's best estimate based on statistical
techniques and past experience.
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30 RISK MANAGEMENT (Continued)
Financial risk (Continued)
(2) Liguidity risk {Continued)

The table below summarises the maturity profile of the Company’s financial liabilities at 31 December 2015 based on
contractual undiscounted repayment obligations. Repayments which are subject to notice are treated as if notice were to be

given immediately.

Less than Jto Orver 5
Financial liabilities 3 months 12 months 1 to 5 years years Total
As at 31 December 2015 |
Financtal liabilities 2,205 1,091 3,579 . 6,875
Total undiscounted financial liabilitics 2,205 1,091 3,579 - 6,875
As at 31 December 2014
Financial liabilities 1,466 4545 3,627 - 9,638
Total undiscounted financial liabilitics 1,466 4,545 3,627 - 9,638

Geographical concentration
The geographical concentration of the Company's assets and liabilities at 31 December 2015 and 2014 s as follows, The

disclosure is based on the countries where the insurance business is written. The analysis would not be materially different if
based on the countries in which the counterpartics are situated.

OECD MNon-OECD

Georgiad countries countries Total

As at 31 December 2015

Assets:

Loans issued and receivables 2,418 £ - 2418
Rensurance assets 164 6,963 2,034 8,161
Deferred income tax asscts 2,538 - - 2,538
Current inCome tax assets 670 - . &70
Other assets 5,090 - - 5,090
Insurance and reinsurance receivables 3915 . . 3,915
Amounts due fram credit institutions 3,071 - - 3,071
Cash and cash equivalents 3,141 . - a4
Total assets 21,007 6,963 2,034 30,004
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30 RISK MANAGEMENT (Continued)
Geographical concentration {Continued)

OECD Non-OECD

Georgia countries countries Total
As at 31 December 2013
Liabilites:
Insurance contracts liabilines 13 79 - - 13 796
Oither mnsorance liabilides 4 02y 1 240 Qo0 G 266
Frnancial batlites G B7b - . 6 875
Cither habilines 4 140 - - 4142
Total liabilities 28 B840 1240 999 3079
MNet position {7 833) 5723 1035 {1075)
OECD Non-OECD
Georgia countries countries Tortal
As at 31 December 2014
Assets:
Loans issued and receivables i 869 - - 1869
Remsurance assems T 13747 1 938 15 782
Deferred mcome 1ax assets 20p3 . . 2023
{Current NCOme tx assets 815 - - 815
Cither assets i 562 - - 6 562
Insurance and reinsurance recervables 5 33 - 5933
Amounts due from credit instiminons 7 238 - 7238
Cash and cash equivalents a1 - - 861
Total assets 25 398 13 747 1938 41083
Liabilities:
Insurance conteacts liabilines 2121 = 21271
Ohher insurance liabilines 3011 2424 1104 o 539
Financial habilifes 9§38 - 2 0638
Other babilines 5155 - - 5155
Total liabilities 39 D75 2 424 1104 42603
MNet position (13 677) 11 323 834 (1520)
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30 RISK MANAGEMENT {Cunt_inucd]
Market risk

; ; . | . ; ;
Marker rigk 15 the nsk that the value of financial mstruments will fluctuate due to chariges in market vaoables such as interest
rates and foreipn exchanges,

The Company has exposure to market nisks, Marker nsk 1s the nsk of change in fair value of financual instruments from
fluctuation in foreign exchange rates (currency nsk), market mterest rates (interest fate risk) and marker prices (price nsk),
whether such change in prce is caused by factors specific to the i.:1di.vidlrml instrument o its issuer or factors affecting all
instruments traded in the market,

The Company structures levels of marker nsk it accepts through a Company market osk policy that determines what
constitutes market nisk for the Company; basis used o faic value financial assets and habilities; asset allocation and portfolio
limir structure; diversification benchmarks by rype of instrument and gecrgn]_phicai area; sets out the net exposure limits by each
counterparty of Company of counterparties, geographical and industry se ments; control over hedging activities; reporting of
market sk exposures and breaches to the monitoring authority; monitorin compliance with market nisk policy and review of
market nsk policy for pertinence and changing environment, periodic estimation of potential losses that could adse from
adverse changes in market conditions and establishing and maintaining apptopriate stop-loss limits and margins.

Interest rate rink

All financial instruments bear fixed interest rate. Thus no significant interest risk exposure cutrently exists.

Currency rirk

The Company is exposed 1o effects of flucruation in the prevailing foreign furrency exchange rates on its financial position and
cash flows. The Company's principal transactions are carried out in Geotgian lan and its exposure 1o foreign exchange risk
arise primanly with respect 1o US dollars and euro, as the insurance operations denonunated in US dollars form a significant

part of the Company's operations. |

The Company’s financial assets are primarily denominated in the same currencies as its insurance habilities, which mitigate the
foreign currency exchange rate nisk for the overseas operations. Thus the main foreign exchange nsk anses from recognized
assets and liabilites denominated in curtencies other than those in which imsurance and investment Liabilines are expected o be
settled

|
The tables below indicate the currencies to which the Company had signiﬁ;cant exposure at 31 December 2015 and 2014 on 1s
non-trading monerary assets and liabilines and its forecast cash flows. The analysis calculates the effect of a reasonably possible
movement of the curtency rate agunst the Georgian lari, with all other i'n:iah]cs held constant on the consolidated income
statement, A negative amount in the table reflects a potential net reduction in consolidated income statement, while a positive
amount reflects a net potential increase: |1
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30 RISK MANAGEMENT (Continued)

Market risk (Continued)

Currency risk (Continned)

2015
GEL usD EUR Total

Financial assets: _
(Cash and cash equivalents 1,245 1,373 23 3,141
Amounts due from credit institutions 1,001 1,965 105 3,071
Loans issued and receivables 73 2,343 = 2,418
Insurance and reinsurance receivables 1,6*;115 2,220 49 3,915
Relnsurance asscts 924 8,225 12 9,161
Total financial assets 4,891 16,626 189 21,706

|
Financial liabilities: |
Insurance contracts liabilities 4,435 9,229 132 13,796
Onher insurance liabilites E,SED 3,382 4 6,266
Financial liabilines I,TD? 4968 - 6,875
Other habilites 4,142 . 4,142

|
Total financial liabilities 13,364 17,579 136 31,079

|
Met position (8,473) {(953) 53 (9,373)
Increase in currency rate in % 29% 16%
Effect on profit (272) 8

2014
GEL uUsD EUR Total

Financial assets:
Cash and cash equivalents I?EE‘ 131 1 861
Amounts due from credit institutions 1,020 6,127 a1 7,238
Loans issued and receivables 194 1,675 - 1,869
Insurance and reinsurance receivaliles 2,707 3,192 34 5.933
Reinsurance assets 851 14,930 1 15,782
Total financial asscts 5,501 26,055 127 31,683
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31 RELATED PARTY TRANSACTIONS (Continued)

The volumes of rclated party transactons, outstanding balinces ar the vear end, and related expense and income for the year
are 45 follows:

2015 2014
Enrities
under Entities under
COmmon Ccommon
Parent control Parent control

Assets
Loans 12sued and recervables 2 - - 123
Insurance and reinsurance recevables s - 5
Cither assers | -

7 0 5 123
Liabilities [
Loans pavable = = : L
Dhvidends payable - . - -
(Other Liabihries - - - -
Income and expenses
Insurance premium 5 - 3 -
Interest ncome on hnancal liabibnes
Interest expense on financial labiines
Orther expenses -

3 - 3 -

Compensation of key management personnel (2015: 3 persons; 2014: 3 persans) comprised the following:

2015 2014

Salanes and bonuses fHadd (95

Total kev management compensation 644 695

Remuneranon of Consultanon Cormumittee (2015 5 members, 2014: 6 member) mmpnscd the t‘D-“.D'i.'l..':ﬂgZ

2015 2014
Salanes and other benefirs [ 260 374

Total Consultaton Committee remuneration 269 574

Members of the commuttes are responsible for provision of consultations regarding the strategic directions of the Company.
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32 GOING CONCERN CONSIDERATIONS

These fnancial sttements have been prepared on g gomng concern basis, which contemplates the realisation af
assets and the settlement of liabilhities in the normal course of business of L'h:% Group.

a g . ' - | B q i
The management believes that the Group will conunue its operations m the foreseeable future withour sigmficant

hmitanons,

At the reporung date the Group's equity (at December 31, 2015 GEL 4;25? including GEL 2,757 accumulated

profit) 15 well above required minimum capital.

33 EVENTS AFTER REPORTING DATE

‘There have been no event after the reporung date which require disclosures |jor adjustments in these financial

statciments,

34 EMPHASIS OF MATTER

Consolidated financial statements of year ended 31 December 2014 did not éi.nciud:: profit amount of GEL 182,
which was generated by disposal of fixed assets ourside the group. This matter caused changes to the consolidared
financial statements of year ended 31 December 2014. In partcularn:

Consolidated Statement of Financial Positon

Properry and equipment
Retaned earmngs

Consolidated Statement of Changes in Equity

Taotal comprehensive income
Recuned Earnings ar December 31,2014
Balance as at December 31,2014

2014
Published Corrected
4,736 4,918
3,458 3,640
2014
Published Corrected
2,081 2,864
3,458 3,640
4,958 5.140
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