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STATEMENT OF MANAGEMENT’S RESPONSIBILITIES FOR THE PREPARATION AND
APPROVAL OF THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2017

Management is responsible for the preparation of the financial statements that present fairly the financial
position of Insurance Company Tao JSC (the "Company") at 31 December 2017 and the results of its
operations, cash flows, and changes in equity for the year then ended, in accordance with International Financial
Reporting Standards (“IFRS™).

In preparing the financial statements, management is responsible for:

» Selecting suitable accounting principles and applying them consistently;

»  Making judgments and estimates that are reasonable and prudent;

* Stating whether IFRS have been followed, subject to any material departures disclosed and explained
in the financial statements; and

¢ Preparing the financial statements on a going concern basis, unless it is inappropriate to presume that
the Company will continue in business for the foreseeable future.

Management is also responsible for:

* Designing, implementing and maintaining an effective and sound system of internal controls,
throughout the Company;

* Maintaining proper accounting records that disclose, with reasonable accuracy at any time, the
financial position of the Company, and which enable them to ensure that the financial statements of the
Company comply with IFRS;

¢ Maintaining statutory accounting records in compliance with local legislation and accounting standards
in the respective jurisdictions in which the Company operates;

»  Taking such steps as are reasonably available to them to safeguard the assets of the Company; and

e Preventing and detecting fraud and other irregularities.

The financial statements for the year ended 31 December 2017 were approved by management on 5 April 2018,

General Director S S Cohiaf A ci0OUTATIE




—
——
——
——
-
“—
——
——_—
-
——_
——
~—
o
——
“_—
-
“—
-
-
a3
—w—
-
-
-
~—_—
—
——
——
_—

INDEPENDENT AUDITOR’S REPORT

To the Shareholders and Management of Insurance Company Tao Joint Stock Company:
Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Insurance company Tao JSC (the “Company™), which comprise the
statement of finaneial position as at December 31, 2017, and the statement of comprehensive income, statement
of changes in equity and statement of cash flows for the year then ended, and notes o the financial statements,
including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as at December 3 1, 2017, and its financial performance and its cash flows for the year
then ended in accordance with International Financial Reporting Standards (IFRSs),

Basis for Opinion

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

Going Concern

The Company’s financial statements have been prepared using the going concern basis of accounting. The use
of this basis of accounting is appropriate unless management either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so. As part of our audit of the financial statements, we have
concluded that management’s use of the going concern basis of accounting in the preparation of the Company’s
financial statements is appropriate,

Management has not identified a material uncertainty that may cast significant doubt on the Company’s ability
to continue as a going concern, and accordingly none is disclosed in the financial statements. Based on our audit
of the financial statements, we also have not identified such a material uncertainty. However, neither
management nor the auditor can guarantee the Company’s ability to continue as a going concern.

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

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with IFRSs, and for such internal control as management determines is necessary to enable the preparation of

financial statements that are free from material misstatement, whether due to fraud or error. Those charged with
governance are responsible for overseeing the Company’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

The objectives of our audit are to obtain reasonablc assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. Reasonable assurance is g hi gh level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected
10 influence the economic decisions of users taken on the basis of these financial statements,
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As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control.

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

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

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

We are also required to provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related safeguards.

The engagement partner on the audit resulting in this independent auditor’s report is Shota Talavadze,

Nexia TA LLC A
e
5 April 2018 717
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STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2017

(In thousand GEL)
Note 2017 2016
Gross premiums 44 56
Net change in unearned premium reserve 48 201
Premiums ceded to reinsurers 371 -
Net insurance revenue 4 463 2587
Finance income 5 681 694
Other insurance income 26 10
Total revenue 1,170 961
Gross benefits and claims paid 6 (36} (84)
Commission expenses (1) 9)
Impairment expense 10 262
Change in insurance coniract liabilities and 7 103 56
reinsurance assets
Net insurance claim 1,246 1,186
General and Administrative Expenses 8 (89) (93)
F/X Effect on Foreign Currency (1) (35)
Other income/expenses - 1
Profit before tax 1,156 1,059
Income tax expense (169) (162)
Net profit/(loss) for the year 987 897

Approved for issue and signed on behalf of the Management on 5 April 2018.

S ’_/_ }\/h/"\

z / P

General Director Chief Accountant




STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2017

(In thousand GEL)
Niks Audited, As at 31 Audited, As at 31
December 2017 December 2016
Long-term Assets
Intangible assets 1 1
Total Long-term Assets 1 1
Short-term Assets
Cash and Cash Equivalents g 117 160
Amounts due from credit institutions 10 5,306 3,942
Insurance Receivable 12 67 125
Accounts Receivable 13 22 9
Loan issued 14 1,889 2,430
Finance assets - 165
Prepayment 15 4 98
Total Short-term Assets 7,405 6,929
Total Assets 7,400 6,930
Short-term Liabilities
Reinsurance payable - 371
Advances received - -
Other liabilities 16 95 83
Insurance contracts liabilities 17 126 278
Total Short-term Liabilities 221 732
Total Liabilities 221 732
Equity
Share capital 11 2,500 2,500
Retained Earnings 4,685 3,698
Total Equity 7,185 6,198
Total Liabilities and Equity 7,406 6,930

Approved for issue and signed on behalf of the Management on 5 April 2018.

)
Y

Director Chief Accountant
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2017

{In thousand GEL)
Share capital Retained Earnings Total
31 December 2015 2,500 2,801 5,301
Profit for the year - 897 897
31 December 2016 2,500 3,698 6,198
Profit for the year - 987 987
31 December 2017 2,500 4,685 7,185

Approved for issue and signed on behalf of the Management on 5 April 2018.

v %/ | { pr—
S /

General Director Chief Accountant
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STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2017

(In thousand GEL)

2016
2 Restated

Cash flows from operating activities
Insurance premium received 110 405
Insurance benefits and claims paid (36) (84)
Salaries and benefits paid (32) 29)
Acquisition costs paid (1) (7)
Audit and Consulting (19) (19)
Tax paid except income tax (1) (9)
Cash paid to other suppliers of goods and services (6) (17
Net cash flows from operating activities before income tax (15) 240
Income tax paid (69) (102)
Net cash flows from operating activities (54) 138
Cash flows used in investing activities
Loan Issued (419) (1.800)
Repayment of loan 1,122 1,760
Percent received from Deposit 531 201
Percent received from Loan 9 68
Purchasing of ordinary shares - (150)
Proceeds from other investing activities (14) -
Proceeds from issuance of ordinary shares 173 -
Net cash flows from used in investing activities 1,402 79
Cash flows from financing activities
Effect of exchange rates changes on cash and cash equivalents - -
Net increase in cash and cash equivalents 1,348 217
Cash and cash equivalents, 1 January/ 1 August 3,725 3.507
Cash and cash equivalents, 31 December 5,073 3,724

Approved for issue and signed on behalf of the Management on 5 April 2018.

/ vi e
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General PHrector Chief Accountant
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1. General Information

Insurance Company Tao (the "Company") is a joint stock company domiciled in, and registered under the laws
of Georgia. The Company was founded in August 2007 and provides different insurance services in Georgia.

The shareholder of the Company is:
Insurance company Aldagi JSC 100%

2. Summary of significant accounting policies
2.1. Basis of preparation

These financial statements have been prepared on a going concern basis and in accordance with International
Financial Reporting Standards (“IFRS”), being standards and interpretations issued by the International
Accounting Standards Board (“IASB”), in force at 31 December 2017.

The financial statements comprise a statement of comprehensive income (profit or loss), a statement of financial
position, a statement of changes in equity, a statement of cash flows, and notes.

The financial statements have been prepared under the historical cost convention, unless mentioned otherwise in
the accounting policies below. Historical cost is generally based on the fair value of the consideration given in
exchange for assets.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. When measuring the fair value of an asset or a
liability, the Company uses market observable data to the extent possible. If the fair value of an asset or a
liability is not directly observable, it is estimated by the Company (working closely with external qualified
valuers) using valuation techniques that maximise the use of relevant observable inputs and minimise the use of
unobservable inputs (e.g. by use of the market comparable approach that reflects recent transaction prices for
similar items, discounted cash flow analysis, or option pricing models refined to reflect the issuer’s specific
circumstances). Inputs used are consistent with the characteristics of the asset / liability that market participants
would take into account.

Correction of an error

The Company presented amounts due from credit institutions as cash and cash equivalents. During current year
amounts due from credit institution are presented separately.

The company had the classification effect on the financial position of the company for previous financial year.
2.2. Application of new and amended standards

The Company has not adopted any standards or interpretations in advance of the required implementation dates.
The following standards/amendments, which are not yet effective, might have a significant effect on the
Company's financial statements. However, it is not practicable to provide a reasonable estimate of that effect
until a detailed review has been completed:

e Amendments to IFRS 4 titled Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts
(issued in September 2016) - The amendments, applicable to annual periods beginning on or after
1 January 2018, give all insurers the option to recognise in other comprehensive income, rather than in
profit or loss, the volatility that could arise when IFRS 9 is applied before implementing IFRS 17 (‘the
overlay approach’). Also, entities whose activities are predominantly connected with insurance are given
an optional temporary exemption (until 2021) from applying IFRS 9, thus continuing to apply 1AS 39
instead (‘the deferral approach”).

e |IFRS 9 Financial Instruments (issued in July 2014) — This standard will replace IAS 39 (and all the
previous versions of IFRS 9) effective for annual periods beginning on or after 1 January 2018. It contains
requirements for the classification and measurement of financial assets and financial liabilities,
impairment, hedge accounting and derecognition.



o IFRS 9 requires all recognised financial assets to be subsequently measured at amortised cost or fair
value (through profit or loss or through other comprehensive income), depending on their
classification by reference to the business model within which they are held and their contractual cash
flow characteristics.

o For financial liabilities, the most significant effect of IFRS 9 relates to cases where the fair value
option is taken: the amount of change in fair value of a financial liability designated as at fair value
through profit or loss that is attributable to changes in the credit risk of that liability is recognised in
other comprehensive income (rather than in profit or loss), unless this creates an accounting
mismatch.

o For the impairment of financial assets, IFRS 9 introduces an “expected credit loss” model based on
the concept of providing for expected losses at inception of a contract; it will no longer be necessary
for there to be objective evidence of impairment before a credit loss is recognised.

o For hedge accounting, IFRS 9 introduces a substantial overhaul allowing financial statements to
better reflect how risk management activities are undertaken when hedging financial and non-
financial risk exposures.

o The derecognition provisions are carried over almost unchanged from 1AS 39.

e IFRS 17 Insurance Contracts (issued in May 2017) - The Standard that replaces IFRS 4, effective for
annual periods beginning on or after 1 January 2021 (earlier application permitted only if IFRS 9 and
IFRS 15 also applied), requires insurance liabilities to be measured at a current fulfilment value and
provides a more uniform measurement and presentation approach for all insurance contracts. These
requirements are designed to achieve the goal of consistent, principle-based accounting for insurance
contracts, giving a basis for users of financial statements to assess the effect that insurance contracts have
on the entity's financial position, financial performance and cash flows. It also requires similar principles to
be applied to reinsurance contracts held and investment contracts with discretionary participation features
issued.

2.3. Insurance revenue and expenses recognition

2.3.1. Gross premiums

Gross insurance written premiums comprise the total premiums receivable for the whole period of cover
provided by contracts entered into during the reporting period. They are recognised on the date on which the
policy commences. Premiums include any adjustments arising in the reporting period for premiums receivable
in respect of business written in prior accounting periods. Rebates that form part of the premium rate, such as
no-claim rebates, are deducted from the gross premium; others are recognised as an expense. Premiums
collected by intermediaries, but not yet received, are assessed based on estimates from underwriting or past
experience and are included in premiums written.

Unearned premiums are those proportions of premiums written in a year that relate to periods of risk after the
reporting date. Unearned premiums are calculated on a daily pro rata basis. The proportion attributable to
subsequent periods is deferred as a provision for unearned premiums (Note 2.8).

2.3.2. Reinsurance premiums

Gross reinsurance premiums ceded comprise the total premiums payable for the whole cover provided by
contracts entered into in the period and are recognised on the date on which the policy incepts. Premiums
include any adjustments arising in the accounting period in respect of reinsurance contracts incepting in prior
accounting periods.

Unearned reinsurance premiums are those proportions of premiums ceded in a year that relate to periods of risk
after the reporting date. Unearned reinsurance premiums are deferred over the term of the underlying direct
insurance policies for risks-attaching contracts and over the term of the reinsurance contract for losses-occurring
contracts.



2.3.3. Insurance claims

Insurance claims include all claims occurring during the year, whether reported or not, claims handling costs
that are directly related to the processing and settlement of claims, a reduction for the value of salvage and other
recoveries (subrogation), and any adjustments to claims outstanding from previous years.

2.4, Impairment of non-financial assets

The Company assesses annually whether there is any indication that any of its assets have been impaired. If such
indication exists, the asset's recoverable amount is estimated and compared to its carrying value. Where it is
impossible to estimate the recoverable amount of an individual asset, the Company estimates the recoverable
amount of the smallest cash-generating unit to which the asset is allocated. If the recoverable amount of an asset
(or cash-generating unit) is estimated to be less than its carrying amount an impairment loss is recognised
immediately in profit or loss.

2.6. Financial instruments

The Company classifies financial instruments, or their component parts, on initial recognition as a financial
asset, a financial liability or an equity instrument in accordance with the substance of the contractual
arrangement. Financial instruments are recognised when the Company becomes a party to the contractual
provisions of the instrument.

Financial instruments are recognised initially at fair value plus transactions costs that are directly attributable to
the acquisition or issue of the financial instrument, except for financial assets at fair value through profit or loss,
which are initially measured at fair value, excluding transaction costs (which is recognised in profit or loss).

Subsequent measurement of financial assets depends on their classification on initial recognition. During the
reporting period, the Company classified its financial assets as loans and receivables. They are subsequently
measured at amortised cost using the effective interest rate method (except for short-term receivables where
interest is immaterial), less provision for impairment. Indicators of impairment are assessed at each reporting
date. Trade receivables are reduced by appropriate allowances for estimated irrecoverable amounts. Typically
trade and other receivables, bank balances and cash are classified in this category.

Financial assets are derecognised when the rights to receive cash flows from the investments have expired or
have been transferred and the Company has transferred substantially all risk and rewards of ownership.

Subsequent measurement of financial liabilities depends on how they have been categorised on initial
recognition. During the reporting period, the Company did not classify any financial liabilities as held for
trading or designated as at fair value through profit or loss. All the other financial liabilities (trade and other
payables and borrowings) are carried at amortised cost using the effective interest method. Items classified
within trade and other payables are not usually remeasured, as the obligation is known with a high degree of
certainty and settlement is short-term.

A financial liability is removed from the Company’s statement of financial position only when the liability is
discharged, cancelled or expired (i.e. extinguished). The difference between the carrying amount of the financial
liability derecognised and the consideration paid is recognised in profit or loss.

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

Equity instruments are contracts that give a residual interest in the net assets of the Company. Ordinary shares
are classified as equity. Equity instruments are recognised at the amount of proceeds received net of costs
directly attributable to the transaction. To the extent those proceeds exceed the par value of the shares issued
they are credited to a share premium account.

Dividends are recognised as liabilities when they are declared (i.e. the dividends are appropriately authorised
and no longer at the discretion of the entity). Interim dividends are recognised when paid.

10



2.6.1. Insurance receivables

Insurance receivables are financial assets consisting of earned (past due) insurance premium receivable and
unearned premiums receivable.

2.6.2. Reinsurance assets
Reinsurance assets represent the reinsurer's share in liabilities from insurance contracts (Note 2.8).
2.7. Liabilities from insurance contracts

Insurance contract liabilities include the outstanding claims provision and the provision for unearned premium.
The outstanding claims provision is based on the estimated ultimate cost of all claims incurred but not settled at
the reporting date, whether reported (RBNS) or not (IBNR), together with related claims handling costs and a
reduction for the expected value of salvage and other recoveries. Delays can be experienced in the notification
and settlement of certain types of claims. Therefore, the ultimate cost of these cannot be known with certainty at
the reporting date. IBNR is calculated at the reporting date in accordance with the state regulation: 5% of annual
gross premiums for all types of insurance contracts other than medical (health) and 2% of annual gross
premiums for medical (health) insurance. The liability is not discounted for the time value of money. No
provision for equalisation or catastrophe reserves is recognised. The liabilities are derecognised when the
obligation to pay a claim expires, is discharged or is cancelled.

The provision for unearned premiums represents that portion of premiums received or receivable that relates to
risks that have not yet expired at the reporting date. 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.

2.7.1. Liability adequacy test

At each reporting date, the Group reviews its unexpired risk and a liability adequacy test is performed to
determine whether there is any overall excess of expected claims and deferred acquisition costs over unearned
premiums. This calculation uses current estimates of future contractual cash flows after taking account of the
investment return expected to arise on assets relating to the relevant provisions. If these estimates show that the
carrying amount of the unearned premiums (less related deferred acquisition costs) is inadequate, the deficiency
is recognised in the statement of profit or loss by setting up a provision for premium deficiency.

2.8. Foreign currencies

Foreign currency monetary assets and liabilities are translated into the functional currency of the Company
(Georgian Lari, "GEL") using the exchange rates officially published by the National Bank of Georgia at the
reporting date:

GEL / USD GEL / EUR
Exchange rate as at 31 December 2017 2.59 3.10
Average rate for the year ended 31 December 2017 2.51 2.83
Exchange rate as at 31 December 2016 2.65 2.79
Average rate for the year ended 31 December 2016 2.37 2.62

Gains and losses arising from changes in exchange rates after the date of the transaction are recognised in profit
or loss.

Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are
translated at the exchange rate at the date of the transaction.

2.9. Income tax

Income tax currently payable is calculated using the tax rates in force or substantively enacted at the reporting
date. Taxable profit differs from accounting profit either because some income and expenses are never taxable
or deductible, or because the time pattern that they are taxable or deductible differs between tax law and their
accounting treatment.

11



Using the statement of financial position liability method, deferred tax is recognised in respect of all temporary
differences between the carrying value of assets and liabilities in the statement of financial position and the
corresponding tax base.

Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset is realised or the
liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted by the
reporting date.

Deferred tax assets are recognised only to the extent that the Company considers that it is probable (i.e. more
likely than not) that there will be sufficient taxable profits available for the asset to be utilised within the same
tax jurisdiction.

Deferred tax assets and liabilities are offset only when there is a legally enforceable right to offset current tax
assets against current tax liabilities, they relate to the same tax authority and the Company’s intention is to settle
the amounts on a net basis.

The tax expense for the period comprises current and deferred tax. Tax is recognised in profit or loss, except if it
arises from transactions or events that are recognised in other comprehensive income or directly in equity. In
this case, the tax is recognised in other comprehensive income or directly in equity, respectively.

2.10. Provisions

Where, at the reporting date, the Company has a present obligation (legal or constructive) as a result of a past
event and it is probable that the Company will settle the obligation, a provision is made in the statement of
financial position. Provisions are made using best estimates of the amount required to settle the obligation and
are discounted to present values using a pre-tax rate that reflects current market assessments of the time value of
money and the risks specific to the obligation. Changes in estimates are reflected in profit or loss in the period
they arise.

2.11. Prepayment

Prepayments are carried at cost less provision for impairment. A prepayment is classified
as non-current when the goods or services relating to the prepayment are expected to be obtained after one year,
or when the prepayment relates to an asset which will itself be classified as non-current upon initial recognition.
Prepayments to acquire assets are transferred to the carrying amount of the asset once the Company has obtained
control of the asset and it is probable that future economic benefits associated with the asset will flow to the
Company.

Other prepayments are written off to profit or loss when the goods or services relating to the prepayments are
received. If there is an indication that the assets, goods or services relating to a prepayment will not be received,
the carrying value of the prepayment is written down accordingly and a corresponding impairment loss is
recognized in profit or loss for the year.

2.12. Loans and Receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. After initial measurement, such financial assets are subsequently measured at
amortised cost using the effective interest rate (EIR) method, less impairment. Amortised cost is calculated by
taking into account any discount or premium on acquisition and fees or costs that are an integral part of the EIR.
The EIR amortisation is included in finance income in the statement of profit or loss. The losses arising from
impairment are recognised in the statement of profit or loss in finance costs for loans and in cost of sales or
other operating expenses for receivables.

3. Accounting estimates and judgments

The Company makes certain estimates and assumptions regarding the future. Estimates and judgments are
continually evaluated based on historical experience and other factors, including expectations of future events
that are believed to be reasonable under the circumstances. In the future, actual experience may differ from these
estimates and assumptions.

12



The estimation of the ultimate liability arising from claims made under general insurance contracts is the
Company's most significant accounting estimate. There are several sources of uncertainty that need to be
considered in the estimation of the liability that the Company will ultimately pay for those claims.

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)
at the reporting date. It can take a significant period of time before the ultimate claims cost can be established
with certainty and for some type of policies, IBNR claims form the majority of the statement of financial
position insurance liability. General insurance claims provisions are not discounted for the time value of money.

13



4. Net insurance revenue

Net insurance revenue of the Company comprises of following for financial years 2017 and 2016:

2017 2016
Credit Life&Disabity 33 101
Motor Own Damage 4 (62)
Motor Third Part Liability 10 -
Household GTPL 3 10
Credit Liability 2 7
Total 44 56
Net change in unearned premium reserve 48 201
Premiums ceded to reinsurers 371 -
Net insurance revenue 463 257
5. Finance income
Finance income are as follows:
2017 2016
Finance income from deposit 503 515
Finance income from loan issued 171 164
Other finance income 7 15
Total 681 694
6. Gross benefit and claim paid
Gross benefit and claim are as follows:
2017 2016
Claim for motor own damage 36 46
Claim for Credit life and Disability - 27
Claim for Health - 8
Claim for commercial property - 3
Total 36 84
7. Liabilities from insurance contracts and reinsurance assets
2017 2016
Provisions for claims reported by policyholders 65
(RBNS) 99
Provisions for claims incurred but not reported (IBNR) 4 3
Reinsurance assets - (12)
Total 103 56




8. General and administrative expanses

The Company’s general and administrative expenses for financial years 2017 and 2016 comprise of following:

2017 2016
Wages and salaries 53 45
Depreciation and amortizations expense - 1
Rent 12 7
Other expenses 16 21
Audit expenses 6 17
Bank expenses 2 2
Total 89 93

9. Cash and cash equivalents

December 31, 2017 December 31, 2016

Cash at bank in GEL 117 159
Cash at bank in EUR - 1
Total 117 160

10. Amounts due from credit institutions

December 31, 2017 December 31, 2016

Bank deposits in GEL 4,956 3,564
Bank deposits interest in GEL 350 378
Total 5,306 3,942

11. Share capital

Share capital consists of authorized and fully paid 2,500,000 ordinary shares with a nominal value of GEL 1
each. Shareholders are presented in Note 1 General Information.

12. Insurance receivable

Insurance receivables as of the end of the period comprise:

December 31, 2017 December 31, 2016

Insurance Receivable 816 884
Impairment reserve (749) (759)
Total 67 125

13. Accounts receivable

Accounts receivables are as follows:

December 31, 2017 December 31, 2016
Assets transferred through subrogation 13 -
Receivables from regression 9 9
Total 22 9

15



14. Loan issued

December 31, 2017

December 31, 2016

Loan issued 1,448 2,150
Interest receivable 441 280
Total 1,889 2,430

15. Prepayment

Prepayment are as follows:

December 31, 2017

December 31, 2016

Other prepayment - 2
Salary prepayment 4 -
Prepayment of income tax - 96
Total 4 98

16. Other liabilities

December 31, 2017

December 31, 2016

Advances received 8 -
Income tax payable 5 -
Commission payable 47 47
Payable of service received 13 32
Personal income tax payable 22 4
Total 95 83

17. Insurance contract liability

Insurance contract liability are as follows:

December 31, 2017

December 31, 2016

Unearned premium reserves 69 117
Reported but not settled 55 155
Incurred but not reported 2 6

Total 126 278

18.1. Insurance risk

The risk under an insurance contract is the risk that an insured event will 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 careful selection and implementation of underwriting strategy and
guidelines as well as the use of reinsurance arrangements. The Company establishes underwriting guidelines and
limits, which stipulate who may accept what risks and the applicable limits. These limits are continuously
monitored. Further, strict 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 risk exposure of the Company.

For general insurance contracts the most significant risks arise from climate changes and natural disasters. For
healthcare contracts the most significant risks arise from lifestyle changes, epidemic and so on. These risks vary
significantly in relation to the location of the risk insured by the Company, type of risk insured and by industry.
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Undue concentration by amounts can have a further impact on the severity of benefit payments on a portfolio
basis.

Claims on insurance contracts are payable on a claims-occurrence basis. There are several variables that affect
the amount and timing of cash flows from these contracts. These mainly relate to the inherent risks of the
insured sector and the risk management procedures they adopted. The estimated cost of claims includes direct
expenses to be incurred in settling claims, net of the expected subrogation value and other recoveries. The
Company takes all reasonable steps to ensure that it has appropriate information regarding its claims exposures.
However, given the uncertainty in establishing claims reserve, it is likely that the final outcome will prove to be
different from the original liability established. The liability for these contracts comprises a reserve for IBNR
and a reserve for reported claims not yet settled.

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

At the end of each reporting period the Company assess whether its recognized insurance liabilities are
adequate: the Company determines whether the amount of recognized insurance liabilities is less than the
carrying amount that would be required if the relevant insurance liabilities were within the scope of IAS 37
Provisions, Contingent Liabilities and Contingent Assets. If it is less, the insurer will recognize the entire
difference in profit or loss and increase the carrying amount of the relevant insurance liabilities.

18.2. Financial risk

In performing its operating, investing and financing activities, the Company is exposed to the following
financial risks:

o Credit risk: the possibility that a debtor will not repay all or a portion of a loan or will not repay in a
timely manner and therefore will cause a loss to the Company.

e Liquidity risk: the risk that the Company may not have, or may not be able to raise, cash funds when
needed and therefore encounter difficulty in meeting obligations associated with financial liabilities.

o Market risk: the risk that the value of a financial instrument will fluctuate in terms of fair value or
future cash flows as a result of a fluctuation in market prices. However, this risk was immaterial for the
Company in the reporting period.

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

The following table summarizes the carrying amount of financial assets and financial liabilities recorded by
category.

Financial assets

December 31, 2017

December 31, 2016

Insurance receivables 67 125
Amounts due from credit institutions 5,306 3,942
Cash and Cash Equivalents 117 160
Accounts Receivable 22 9
Loan issued 1,889 2,430
Prepayment 4 98
7,405 6,764

Financial liabilities

December 31, 2017

December 31, 2016

Reinsurance payable - 371
Liabilities from insurance contracts (net RBNS and IBNR,
57 161
Note 5)
Advances received - -
Other liabilities 96 83
152 615
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Credit risk

The Company controls its exposure to credit risk by dealing only with creditworthy counterparties.

The maximum credit risk to which the Company is exposed is summarized in the following table.

December 31, 2017

December 31, 2016

Insurance receivables 67 125
Amounts due from credit institutions 5,306 3,942
Cash on current accounts with banks 117 159
Accounts Receivable 22 9
Loan issued 1,889 2,430
Prepayment 4 98
7,405 6,763

Liquidity risk - Financial liabilities’ maturity analysis

The Company manages liquidity risk on the basis of expected maturity dates. As at the reporting date all the

financial liabilities were current.

At present, the Company expects to pay all liabilities at their contractual maturity. In order to meet such cash

commitments, the Company expects the operating activity to generate sufficient cash inflows.

19. Related parties

Related party transactions 2017 2016
Net premium 1 -

Interest income 162 163
Interest income from deposits 292 330
total 455 493

Balances of related party

December 31, 2017

December 31, 2016

Amounts due from credit institutions 3,216 2,078
Cash and Cash Equivalents 72 60
Loan to related parties 1,571 2,430
Insurance contract liability 29 -
Insurance contract receivable 50 125
Total 4,938 4,693
Transaction of key management personnel of the

group 2017 2016
Salaries and other short-term employee benefits 8 8
Total 8 8

Balances with key management personnel of the

December 31, 2017

December 31, 2016

group
Loan issued 319 -
Total 319 -

The above transactions were made on the same terms as equivalent transactions with unrelated parties.

20. Events after the statement of financial position date

These financial statements were authorized for issue by the management on 5 April 2018.

There have been no subsequent events that need to be disclosed in the financial statements.
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