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INDEPENDENT AUDTTOR'S REPORT

To the Shareholders of JSC lnsurance Company Alpha

Report on the Audit of the Individual Financial Statements

Qualified Opinion

We have audited the individual financial statements of JSC Insurance Company Atpha (the
Company), which comprise the individual statement of financjat position as at 31 December 2016.
and the individuat statement of comprehensive income, individuaI statement of changes in equity
and individual statement of cash flows for the year then ended, and notes to the individual
financial statements, inctuding a summary of significant accounting poticies.

In our opinion, except for the effects of the matter described in the Basis for Quatified Opinion
section of our report, the accompanying individuat financiat statements present fairty, in all
material respects, the individual financia[ position of of JSC Insurance Company Atpha as at 31
December 2016, and its individuatfinancial performance and its individuat cash flows for the year
then ended in accordance with International Financiat Reporting Standards (lFRSs).

Basis for Qualified Opinion

At the end of the year 31, December 2016, there was some indication of impairment of
property, plant and equipment and intangible assets. The Company did not estimate the
recoverabte amount of the property, plant and equipment and intangible assets. We were
unabte to obtain sufficient and appropriate audit evidence about the carrying amount of
property, ptant and equipment and intangible assets included in the individual statement of
financial position as at 31 December 2016 at a totat amount of GEL536 thousands and GEL285
thousands, respectively. As a result of these matters, we were unabte to determine whether
any adjustments might have been found necessary in respect of property, ptant and equipment
and intangibte assets and the etements making up the individuat financiat statements.

As described in the note 9 during the year 2016 The Company has disposed investment in
subsidiary. The transaction was made with related party. The Company has not provide fair value
calculation of investment disposed, as a resutt of this matter were unabte to obtain sufficient
and appropriate audit evidence regarding to gain from disposal of investment in subsidiary
inctuded in the individual statement of comprehensive income for the year ended 31 December
2016 at a total amount of GEL5,274 thousands. As a result of these matters, we were unable to
determine whether an

y adjustments might have been found necessary in respect of gain from disposal of investment in
subsidiary and the elements making up the individuat financiat statements.

We conducted our audit in accordance with International Standards on Auditing (lSAs). Our
responsibitities under those standards are further described in the Auditor's Responsibitities for
the Audit of the financial statements section of our report. We are independent of the Company
in accordance with the International Ethics Standards Board for Accountants' Code of Ethics for
Professional Accountants (IESBA Code) together with the ethicat requirements that are relevant
to our audit of the financial statements in Georgia, and we have futfitted our other ethicat
responsibitities 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 quatified
opinion.
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Responsibilities of Management and Those charged with Governance for the individual financial
statements

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

In preparing the individuat financiat statements, management is responsibte for assessing the
Company's abitity to continue as a going concem, disctosing, as appticabte, matters retated to
going concern and using the going concern basis of accounting untess management either intends
to tiquidate the Company or to cease operations, or has no reltistic atternative but to do so.

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

Auditor's Responsibilities for the Audit of the indMdual financial statements
Our objectives are to obtain reasonable assurance about whether the individuat financiat
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. Reasonabte assurance is a high [eve[ of
assurance' but is not a guarantee that an audit conducted in accordance with lSAs witt atways
detect a materia[ misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individuatty or in the
aggregate, they coutd reasonabty be expected to inftuence the economic decisions of users taken
on the basis of these individual financiaI statements.

As part of an audit in accordance with lSAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We atso:

' ldentify and assess the risks of material misstatement of the individuat 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 resutting from error, as fraud may involve cotlusion, forgery, intentionat omissions,
misrepresentations, or the override of internaI 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 poticies used and the reasonableness of accounting
estimates and retated disclosures made by management.

' Conclude on the appropriateness of management's use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a mateiiat uncertainty exists retated to
events or conditions that may cast significant doubt on the Company's abl[ity to continue as a
going concern. lf we conclude that a material uncertainty exists, we are required to draw
attention in our auditor's report to the related disctosures in the individuat iinanciat
statements, or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our iuditoi,s report. However, future
events or conditions may cause the Company to cease to continue as a going concern.
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. Evaluate the overall presentation, structure and content of the individuat financial
statements represent the underlying transactions and events in a manner that achieves fair
presentation.

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

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

18 Aprit 2017 hpo LLc



JSC INSURANCE COMPANY ALPHA

I NDIVIDUAL STATEA{ENT OF COA4PREHENSIVE INCOME

For the year ended 31 December 2016

2016Gross written premiums on inffi
Reinsurer's share of gross written premium on lnrurun.u

6,215 8,055
contracts

(ss8Net written 708)

Changes in provision for unearned pl€mtums
5,657 7,347

Changes in the re-insurers portion in provision for unearned
(873) 1,397

premiums
l.lst in5u 150net lnsurance premiums earned , Jv

Commission income
Total insurance revenue 175 189

Other 5,010 9,073uther operating income
137

Insurance ctaims and loss adjustment expenses
Insurance ctaims and loss adjustment u"i"ni", recovered fromreinsurers

(4,498)

295

(8,530)

451Net insuranqe claims incurred
203) (8,079

Employee benefit expenses
Depreciation and amortization expenses
Rent cost
Changes in inventories
Cost of goods purchased

16,17
(1,132)

(1 33)
(es)
(4)

(1,491)
(171)
(e2)

8

other operating expenses Q9) (103)

Operatinq exDenses
2,527)

FinanciaI income
Finance costs
Net gain (toss) from foreign currencies

8 1,099 350
(e) (24\
722

9 qnz.
Profit/(loss) before income fry cynonca
iltcome tax exDense
Profit/(loss) forProfit/(loss) for the year
Other comprshsn5lys
Total glsrye income/(loss) for the 5,214 (1,149)

ldndividuaI financiaI statements for the
management on 18 Aprit 2017 bv::

GeneraI Director

Financial Director

The accompanying notes on pages 10 to 33 are an integral part of these individuat financiat statements.

year ended 31 December 2016 were approved on behatf of the

K. Diasamidze

G. Gvetadze
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JSC INSURANCE COMPANY ALPHA

INDIVIDUAL STATETAENT OF F]NANCIAL POSITION

As at 31 December 2016

(Thousands of Georgian Lari)

Note 2016 2015

Assets

Cash and cash aquivatents
Ptacement with banks

lnsurance and reinsurance receivabtes
Trade and other receivables
Reinsurance assets
Tax assets other than income tax
Inventory
Property and equipment
Intangibte assets

11

12

13

14

15

4,571
1,009
3,903

12,144
351

17

37

536

28s

6,876
59

2,816
229
340

68
41

570
374

8,368

16

17

9lnvestments in
22,853 19,741

T
T
tl
tl
tl
I
T

Total assets

Equity
Share capitaI
Accumutated loss

18 36,116
(20,454)

32,170
(25,668)

Total equitv 15,662 6,452

Liabilities
lnsurance contract tiabitities
Other insurance liabitities
Trade and other payables
Borrowings
Deferred commission income

15

19

20
21

5

6,065
114
921

91

8,498
40

2,672
2,001

78

Total liabilities 7,191 13,289I

The accompanying notes on pages 10 to 33 are an integral part of these individual financia[ statements.

19,741
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JSC INSURANCE COilPANY ALPHA

INDIVIDUAL STATETEIIT OF CHANGES IN EQUITY

For the year ended 31 December 2016

(Thousands of Georgian Lari)

Note Share capita, Accumulated
loss

TotalI
I
I
ll

Balance at 1 January 2015

Increase in share capitat

29,000 (24,5201

3,120

4,480

3,120
(1,148)Total comprehensive loss for the year (1,148)

Balance at 31 December 2015 18 32,120 (25,668) 6,452

Increase in share capital 3,996 - 3,996
Total comprehensive income for the year - 5,214 5,214
Balance at 31 December 2016 18 35,116 (20,4541 15,662

:l
:l

The accompanying notes on pages 10 to 33 are an integral part of these individual financial statements.
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JSC INSURANCE COAAPANY ALPHA

INDIVIDUAL STATEI{ENT OF CASH FLOWS

For the year ended 31 December 2016

2016 2015
Cash flows from operating activities
Insurance premiums received
Other income received
lnterest received from deposits
Withdrawat of placement with banks
Increase in placement with banks
Insurance claims paid
Salaries and other emptoyee benefits paid
Amounts paid to reinsurers
Commissions paid

4,956
332
520

50
(1,000)
(9,557)
(1,2321

(38)
(1e)

(484)

9,209
350
419

1,246

(9,562)
(1,422)

(242)
(17\

Other expenses paid
Cash outflows from operating activities (6,472\

621

(640)
Interest
Cash outflows from operating activities

Cash flows from investing activities
Purchase of property and equipment
Purchase of intangible assets
Proceeds from disposat of investment in subsidiary

11 25
(6,483) (66s)

(6J

2,190

(37)
(82)

Cash inflows/(outflow) from investing activities

Cash flows from financing activities
Receipt of borrowed funds
Repayment of borrowed funds
Contribution in share capitat

2,194

2,905
(4,905)

3,996

(1 1e)

2,000
(1,200)

3,120
1,996

(2,303)
6,876

(21

3,920

3,1 36
3,739

1

Cash inflows from financing activities

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents beginning of the year
Effect of exchange rates changes on cash and cash equivatents

I|
I
ll

I

|t
t
h
h
h
F
F
T

F
F
F
T

ht
lt_
r
t-

E

Cash and cash equivalents at the end of the

The accompanying notes on pages 10 to 33 are an integral part of these individual financial statements.
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JSC INSUMNCE COMPANY ALPHA

NOTES TO THE INDIVIDUAL FINANCIAL STATEMENTS

For the year ended 31 December 2016

(Thousands of Georgian Lari)

1. General information

JSC Insurance Company Atpha (the "Company") was estabtished in 2009. The Company possesses insurance
license issued by the National Bank of Georgia for life and non-tife insurance products. Insurance Company
Alpha offers comptete non-life insurance package for corporate and individual ctients. lt inctudes heatth
property motor transport travel cargo and so on.

Headquarter of the Company is located in Tbitisi. The Company's [ega[ address is 16 Kazbegi St. Tbitisi
Georgia.

As at 31 December 2016 and 2015 the Company was 100%-owned by LTD Aversi Pharma. LTD Aversi
Pharma is 67% and 33% owned bv the uttimate shareholders Paata Kurtanidze and Nikotoz Kurtanidze
respectivety.

Asat31 December20l5theCompanyowned(100%share)asubsidiary-LTDMedatphawhichmainactivity
is healthcare service. In the year 2016 the Company disposed investment in subsidiary (Note 9).

2. Summary of significant accounting policy

Principal accounting policies apptied in the preparation of these individual financial statements are set
out betow. These policies have been consistentty applied to att the periods presented unless otherwise
stated.

2.1 Basis of preparation

a) Statement of compliance

These individuaI financial statements have been prepared in accordance with International FinanciaI
Reporting Standards, InternationaI Accounting Standards and Interpretations (cottectivety IFRSs)

The preparation of financial statements in comptiance with IFRS requires the use of certain critical
accounting estimates. lt also requires management to exercise judgment in the most appropriate
apptication in apptying the accounting poticies. The areas where significant judgments and estimates have
been made in preparing the financial statements are disctosed in Note 3.

b) Basis of measurement

The financiat statements have been prepared under the historical cost bases. Amounts are rounded to the
nearest thousand. untess otherwise stated.

The reporting period for the Company is the catendar year from January 1 to December 31.

c) Going concern

These financia[ statements have been prepared on the assumption that the Company is a going concern
and will continue its operations for the foreseeabte future. The management and sharehotder have the
intention to further devetop the business of the Company in Georgia. Furthermore, management is not
aware of any material uncertainties that may cast significant doubt upon the Company's ability to
continue as a going concern. The management betieves that the going concern assumption is appropriate
for the Company.

2.2 Adoption of new or revised standards and interpretations

a) New standards interpretations and amendments effective from 1 January 2016

None of the new standards interpretations and amendments effective for the first time from 1 January
2016 have had a material effect on the financiat statements.

b) New standards interpretations and amendments not yet effective

Certain new standards and interpretations have been issued that are mandatory for the annuat periods
beginning on or after 1 January 2016 and which the Company has not earty adopted. This tisting of standards
and interpretations issued which the Company reasonably expects to be applicable at a future date therefore
intends to adoDt those standards when thev become effective:

I
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I JSC IITSURA}ICE CONPA}|Y ATPHA

NOTES TO THE IXDMDIJAL RNAI{CIAL STATE'AENTS

For the year ended 31 December 2016
(Thousands of Georgian Lari)

2. Summary of significant accounting policy (continued)
IFRS 15 Revenue from Contracts with Customers.
In May 2014 IFRS 15 was issued which estabtishes a single comprehensive model for entities to use inaccounting for revenue arising from contracts with custoriers. riis rs witt supersede the current revenue
;ltffilifl#'j,uffi:H::ttt lAS 18 Revenue IAS 11 construction contracts uni tnl-iruted interpretations

The core principte of IFRS 15 is that an entity shoutd recognise revenue to depict the transfer of promisedgoods or services to customers in an amount that reftects ti,-e consio"ration to which the 
"ntity ""pu.ts 

to beentitted in exchange for those goods and services. specificatty the sianoaro provides a singte principtes basedfive-step model to be apptied to a[ contracts with customers.
The five steps in the model are as fottows:
. ldentify the contract with the customer;
. ldentify the performance obtigations in the contract:
o Determine the transaction price;

' Attocate the transaction price to the performance obtigations in the contracts;
' Recognise revenue when (or as) the entity satisfies a performance obtigation.
under IFRS 15 an entity recognises revenue when or as a performance obtigation is satisfied i.e. when'controt' of the goods or. seMces undertying the particuta, !"rio6unce obtigation is transferred to the
i,l1tjil|ftr]he 

companv is currenttv assesslng the possibte i;p".i of the new standard on its financial

fFRs 9 "Financial lnstruments: ctassification:nd.Measurement" (amended in Juty 2014 andeffective forannua[ periods beginning on or after 1 January 201g)
Key features of the new standard are:

' Financial assets are required to be classified into three measurement categories: those to be measuredsubsequently at amortised cost those to be measured suusequentry at fair value through other
:;r7r"r;:n"tttve 

income (Fvocl) and those to be measuruo tru-tiu"ntty at fair vatue through profit or loss

t
t
t

r
t
r
r
r
r
r
t
r
r
T
rrr
T

classification for debt instruments is driven by the entity's business model for managing the financialassets and whether the contractual cash ftows represent sotety payments of principat and interest (sppr).lf a debt instrument is hetd to cotlect it-may be carried ai amortiseo cost if it also meets the spprrequirement' Debt instruments that meet the sPPl requiremlnt'ihu, ur" held in a portfotio where anentity both hotds to cottect assets' cash flowsand setts.assets ruu t" ctassified as FVocl. Financial assetsthat do not contain cash flows tnut ur" sppt must o" r"urui"l 
,at FVpL (for exampte derivatives).

i#".:i:1ffi:ivatives 
are no longer separaied from rinanciaiissell but wlr o" inciuaeJin assessing *re

Investments in equity instruments are atways measured at fair vatue. However management can make anirrevocabte etection to- present changes in fair vatue in-oth"r-lorpru6unsive income provided the
l;:JJil:ffiffiff11J"J 

trading' r tie equrtv instrument i, nuto ror'truoing .nuneu-;'ii rui,. varue are

Most of the requirements in lA5 39 for classification and measurement of financiat tiabitities were carriedforward unchanged to IFRS 9' The key change is that an entity witiue required to present the effects of
::ilffi*r:,H,,iJ3*'l.tttn 

of financiat liaui'lities designated ut ruil- uutu" through profit or ross in other

IFRS 9 introduces a new modelfor the recognition of impairment losses - the expected credit rosses (ECL)model' There is a 'three stage' approach wiich it b;;;; il;;;; in credit quatity of financiar. assetssince initiat recognition' In practice the new rutes mean that entiti6s witt have to record an immediateloss equal to the 12-month EcL on initial recognition of financial aiiets that are not credit impaired (ortifetime ECL for trade receivabtes). where tneL rras qu"n iiignliill-n, in.ruur" in credit risk impairment
hi:::::fr',t':A'T$tr"€cL.rather than iz-month EcL. trJmooerincrudes operauonaisimprirications
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JsC IXSI'RAXCE COTPA}IY ALHNA

NOTES TO THE INDMDI'AL FII{A}ICIAL STATEflEilTS

For the year ended 31 December2016

2. Summary of significant accounting policy (continued)
o Hedge accounting requirements were amended to atign accounting more ctosely with risk management.The standard provides entities with an accounting potlcy cnote, between apptying the hedge accountingrequirements of IFRS 9 and continuing to appty tAS'39 to att ireoges u".urruih" i,unjuro currentty doesnot address accounting for macro hedllng.
o Derecognition requirements of financiat assets and tiabitities are transferred from IAS 39.
The company is currentty assessing the possibte impact of the new standard on its financial statements.
2.3 Investment in subsidiary

subsidiaries are entities controtted by the a".ll1y:-In"-company controts an entity when it is exposed toor has rights to variabte returns from its invotvement with the entity and has the abitity to affect thosereturns through its power over the entity. Investments in truliciuries are accounted for under the costmethod from the date that controt.o,nr"n.", until the date that controt ceases.
2.4 Foreign currency translation
a) Functional and presentation currency
Items included in the individual financiat statements are measured using the currency of the primaryeconomic environment in which the entity operates ('the functional currency,). lndividual financialstatements are presented in Georgian tarl whlch'is ttre comfany;i r-uncfionaI and presentation currency.
b) Transactions and balances

;:fi:1lldTi",??.:',il'fftfi:',.T',".J,T:5:".0.;1::..:1". lr11ugnar currencv using the excnange rates
i:iJiir.',::,1",":ljff,l,'*;'ln':::lrj::,":,':*yt;: ,, 

""1i.;[[J;ll?"::?J,flf:1:,*:::ll}ij |];::il?:T]lX"ff::*11".1,",*^:i,,l.l_:;"**,,1'.i,'""iii,iJil,i?iiilllli:"JrL";.]:ff;
il',:il:;,':}".'"ff H#?:ly"?:::::.fl::l**:*"r:;:ffiT;ili;1'::il"ff":':l:'?:'."&;l$T:l:;="'5.l,iJl' il' ::"'': 

,i 
ffi?: l'::iJa foreisn currenav Ara tranct.fa A ,,.:^^ +L^ ^.,-La roreign currency are transrated using th";;;;;;; ;;;;;il;i:::iffi: ll,liJ,TJ,:Iiloricar 

cost in

Foreign exchange gains and losses that retate to monetary items are presented in the statement ofcomprehensive income within "Foreign exchange gains and rosses,,.
At31 December2016and20l5thectosingrateof exchangeusedfortransratingforeigncurrencybalances

Exchange rate as at 31.12.2016
Exchange rate as at 31.12.2015

USD

2.6468
2.3949

EUR

2.7940

2.6137

Insurance contracts are
transfer financial risk.
insured event and the

2.5Insurance and investment contracts _ classification
The company issues contracts that transfer insurance risk or financiat risk or both.those contracts that transfer significant iniurance risk. such contracts may alsoThe significance of in1.uPng-e rist< rs dependent on both the probability of anmagnitude of its potentiaI effect.
2.6 Deferred policy acquisition costs (DAC)

Commissions and other acquisition costs that vary with and arerenewing existing contracts are capitalised as an intangibte assetexpenses when incurred. The DAC is subsequentty uroitrr"o ouliearned;

retated to securing new contracts and
(DAC). AlI other costs are recognised as
the tife of the contracts as premium is

historica[ 
.and anticipated future experience and isresulting change to the carrying vatue of the DAC is

The pattern of expected profit margins is based on
updated at the end of each accounting period. The
charged to revenue.

Official rate of the National Bank of
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JSC INSUMNCE COTPANY ALPHA

NOTES TO THE INDMUJAL FIMNCIAL STATEMENTS

For the year ended 31 December 2016

(Thousands of Georgian Lari)

2. Summary of significant accounting policy (continued)

2.7 Liability adequacy test

At each end of the reporting period the company assess whether its recognised insurance tiabitities are
adequate, using current estimates of future cash ftows under its insurance contracts. lf that assessment
shows that the carrying amount of its insurance tiabitities (less retated deferred acquisition costs andretated intangibte assets) is inadequate in the tight of the estimated future cash flows, the entiredeficiency are be recognised in profit or [oss.

2.8 Reinsurance contracts held

Contracts entered into by the company with reinsurers under which the Company is compensated for
losses on one or more contracts issued by the Company and that meet the ctassificaiion requirements forinsurance contracts are classified as reinsurance contracts hetd. The benefits to which the company isentitted under its reinsurance contracts hetd are recognised as reinsurance assets. These assets consist ofshort-term batances from reinsurers as wett as tonger term receivabtes that are dependent on theexpected ctaims and benefits arising under the retated reinsured insurance contracts.
Amounts recoverable from or to reinsurers are rneasured consistently with the amounts associated withthe reinsured insurance contracts and in accordance with the terms of each reinsurance contract.
Reinsurance tiabitities are primarity premiums payabte for reinsurance contracts and are recognised as an
expense when due.

The company assesses its reinsurance asse6 for impairment on a annual basis. lf there is objectiveevidence that the reinsurance asrt is impaired the Company reduces the carryin! amount of thereinsurance asset to its recoverable arnount and recognises that impairment loss in the income statement.
The company gathers the objective evidence that a ieinsurance asset is impaired using the same process
adopted for financial assets hetd at amortised cost. The impairment loss is catculated Tottowing the samemethod used for these financial assets.

2.9 Receivables and payabtes related to insurance contract
These inctude amounts to and from agents brokers and insurance contract hotders.
lf there is objective evidence that the insurance.receivable is impaired the Company reduces the carryingamount of the insurance receivabte accordingty and recognises that impairmeni toss in the incomestatement. The Company gathers the objective evidence that an insurance receivable is impaired usingthe same process adopted for financial assets hetd at amortised cost. The impairment toss is catcutated
under the same method used for these financial assets.

(i) Satvage and subrogation reimbursements

Some insurance contracts permit the company to sett (usuatty damaged) property acquired in settling actaim (for exampte satvage). The Company may also have the rlgrtt to pursue third parties for payment of
some or att costs (for example subrogation).

Estimates of salvage recoveries are included as an altowance in the measurement of the insurance tiabitityfor claims and salvage property is recognised in other assets when the tiabitity is settled. The allowance isthe amount that can reasonably be recovered from the disposat of the properiy.
Subrogation reimbursements are also considered as an atlowance in the measurement of the insurancetiability for ctaims and are recognised in other assets when the tiabitity is settted. The attowance is the
assessment of the amount that can be recovered from the action againsf the tiabte third party.
2.10 Reserves for loss and loss adjustment expenses

Reserves are established for the payment of losses and loss adjustment expenses (LAE) on ctaims whichhave occurred but are not yet settted. Reserves for loss and toss adjustment 
"*p"nr", 

fatl into two
categories: case reseryes for reported but not settted insurance ctaims lnaNsy and ieserves for incurredbut not reported tosses (|BNR).
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JSC INSUMNCE COMPANY ALPHA

NOTES TO THE INDIVIDUAL FINANCIAL STATEMENTS

For the year ended 31 December 2016

(Thousands of Geo Lari)

2. Summary of significant accounting policy (continued)

(i) reported but not settted insurance ctaims (RBNS)

The Company forms reserye for reported but not settted invotving known claims of insurers (re-insurers) at
the reporting date confirmed by the retevant statements. The amount of reserve for reported but not
settled insurance claims at the reporting date are the amount of reserved unpaid insurance money under
known claims of insurers with respect to which the decision on comptete or partial failure in premiums
payment was not made. The amount of reserve for reported but not settted insurance ctaims is reoorted
in the Company's batance sheet as liabitities.

(ii) reserves for incurred but not reported tosses (IBNR)

IBNR reserves are reviewed and revised periodicatty as additional information becomes availabte and
actuat ctaims are reported. The reserve for incurred but not reported insurance claims is formed by the
Company at the end of reporting date and is calculated based on the company's past experience. The
amount of reserve for incurred but not reported insurance ctaims is reftected in the Company's balance as
tiabitities.

2.11 lnsurance revenue and reinsurance expenses

Gross premiums

Gross written premiums comprise the total premiums receivabte for the whote period of cover provided by
contracts entered into during the reporting period. They are recognised on the date on which the poticy
commences. Premiums inctude any adjustments arising in the reporting period for premiums receivable in
respect of written in prior accounting periods. Unearned premiums are those proportions of premiums
written in a year that relate to periods of risk after the reporting date. Unearned premiums are
catculated on a daily pro rata basis. The proportion attributabte to subsequent periods is deferred as a
provision for unearned premiums.

Reinsurance premiums

Gross reinsurance premiums ceded comprise the totat premiums payabte for the whote cover provided by
contracts entered into in the period and are recognised on the date on which the poticy inceptj.
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 undertying direct insurance poticies for risks-attaching contracts and over
the term of the reinsurance contract for losses-occurring contracts. Reinsurance premiums and claims on
the face of the statement of profit or loss have been presented as negative items within premiums and
net benefits and claims, respectively, because this is consistent with how the business is managed.

2.12 Financialinstruments

Financial assets

The Company ctassifies its financia[ assets into one of the fottowing categories: financial assets ,at fair
vatue through profit or loss (FVTPL), 'held-to-maturity' investments, 'avaitabte-for-sate' (AFS) financiat
assets and 'loans and receivabtes', depending on the purpose for which the asset was acquired.

The Company's financial assets represent loans and receivabtes. These assets are non-derivative financial
assets with fixed or determinabte payments that are not quoted in an active market. They arise
principatty through the provision of goods and services to customers (e.g. Insurance and reinsurance
receivables), but atso incorporatq other types of contractual monetary asset. They are initiatty recognised
at fair value ptus transaction costs that are directly attributabte to their acquisition or issue, and are
subsequentty carried at amortised cost using the effective interest rate method, less provision for
impairment.

lmpairment provisions are recognised when there is objective evidence (such as significant financial
difficulties on the part of the counterparty or defautt or significant delay in payment) that the Company
witt be unable to cotlect att of the arnounts due under the terms receivable, the amount of such a
provision being the difference betureen the net carrying amount and the present value of the future
expected cash flows associated with the impaired receivable. For insurance and reinsurance receivables,
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JSC INSURANCE COMPANY ALPHA

NOTES TO THE INDIVTDUAL FTNANCIAL STATEMENTS

For the year ended 31 December 2016

(Thousands of Georgian Lari)

2. Summary of significant accounting policy (continued)

which are reported net, such provisions are recorded in a separate attowance account with the loss being
recognised within other operating expenses in the statement of profit or toss and other comprehensive
income. on confirmation that the financiat assets will not be cotlectable, the gross carrying value of the
asset is written off against the associated provision.

The Company's loans and receivabtes comprise reinsurance assets, insurance and reinsurance receivables,
trade and other receivabtes, placements with banks and cash and cash equivatents in the statement offinancial position. Cash and cash equivalents include cash on hand and current accounts with banks. Cash
and cash equivatents are carried at amortised cost using the effective interest method.
Financial liabilities

The Company classifies its financiat tiabitities into one of two categories, depending on the purpose forwhich the tiabitity was acquired. The Company's financiat tiabitities represent fiianciat tiabitities at
amortised cost. Financiat tiabitities at amortised cost inctude the fo[owing items:
- Borrowings are initiatly recognised at fair vatue net of any transaction costs directly attributabte to the
issue of the instrument. such interest bearing tiabitities are subsequently measureo at amortised cost
using the effective interest rate method, which ensures that any intereit expense over the period to
repayment is at a constant rate on the batance of the tiabitity carried in the statement of financiatposition. For the purposes of each financiat tiabitity, interest expense includes initial transaction costs
and any premium payable on redemption, as wetl as any interest or coupon payabte white the tiabitity is
outstanding.

- Trade payables and other short-term monetary liabitities, which are initiatty recognised at fair vatue
and subsequently carried at amortised cost using the effective interest method.

Offset of financial assets and liabilities
Financial assets and tiabitities are offset and the net amount reported in the statement of financiat
position onty when there is a tegatty enforceable right to offset the recognised amounts, and there is anintention to either settle on a net basis, or to realise the asset and settte the tiabitity simuttaneousty.
Derecognition of financial assets

The Company derecognises financial assets when (a) the assets are redeemed or the rights to cash flowsfrom the assets otherwise expired or (b) the Company has transferred the rights to th6 cash ftows fromthe financial assets or entered into a quatifying pass-through arrangement white (i) atso transferring
substantially atl the risks and rewards of ownership of the atsets or (ii) neither transferring nor retaining
substantialty atl risks and rewards of ownership but not retaining control. Control is retained if the
counterparty does not have the practical abitity to sett the asset in its entirety to an unrelated third party
without needing to impose additionat restrictions on the sale.

2.13 Property and equipment

Property and equipment are stated at cost less accumulated depreciation and provision for impairment
where required. The cost of an item of property, ptant and equipment comprises its purchase price and
any costs directty attributable to bringing the asset to the tocation and condition necessary for it to be
capable of operating.

Subsequent costs are inctuded in the asset's carrying amount or recognised as a separate asset asappropriate, onty when it is probabte that future economic benefits associated with the item witt ftow tothe company and the cost of the item can be measured retiabty. The carrying amount of the reptaced partis derecognised' Att other repairs and maintenance are chirged to the ltatement of comprehensive
income during the financial period in which they are incurred.

Depreciation is catculated using the straight-tine method to atlocate their cost or devalued amounts totheir residuat values over their estimated useful lives. Depreciation is charged to the statement of profit
or [oss.
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JSC INSURANCE COMPANY ALPHA

NOTES TO THE INDTVIDUAL FINANCIAL STATEMENTS

For the year ended 31 December 2016

2. Summary of significant accounting policy (continued)
Depreciation is catcutated on a straight line basis at the fottowing usefur lives:

Grou
Buitdings
Computers
Office,equipment
Vehicles

50
5

5

10

The assets' usefu[ lives are reviewed and adjusted if appropriate at the end of each reporting period.
2.14 lntangible Assets

Software
Intangibte assets are stated at cost less accumulated amortization and provision for impairment whererequired' subsequent costs are included in th-e asset's carrying amount or recognised as a separate assetas appropriate onty when it is probabte that future economic benefits associated with the item witt ftowto the company and the cost of the item can be measured retiabty.
Amortization is calculated using the straight-tine method to altocate their cost or devatued amounts totheir residual values over their estimated useful lives. The assets' residual values and useful lives arereviewed and adjusted if appropriate at the end of each reporting period. Amortization is catcutated on astraight line basis during 5 years.

2.15 lmpairement of tangible and intangible assets

At each reporting date, the Company reviews the carrying amounts of its tangible assets to determinewhether there is any indication that those assets have suffered an impairment [oss. lf any such indicationexists, the recoverabte amount of the asset is estimated in order to determine the extent of theimpairment toss (if any)- where it is not possibte to estimate the recoverabte amount of an individualasset, the Company estimates the recoverable amount of the cash-generating unit to which the assetbelongs' where a reasonabte and consistent basis of altocation can be identif]ed, corporate assets areatso altocated to individual cash-generating units, or otherwise they are atlocated to the smaltest groupof cash-generating units for which a reasonible and consistent a[tocation basis can be identified.
Recoverabte amount is the higher of fair vatue less costs to sett and value in use. In assessing vatue in use,the estimated future cash ftows are discounted to their pr"runi vatue using a pre-tax discount rate thatreftects current market assessments of the time vatue of money and the risks specific to the asset forwhich the estimates of future cash ftows have not been adjusted.
lf the recoverabte amount of an asset (or cash-generating unit) is estimated to be less than its carryingamount' the carrying amount of the asset (or cash-generating unit) is reduced to its recoverabte amount.An impairment loss is recognized immediatety in staiement oiprofit or loss.

where an impairment loss subsequently reverses, the carrying amount of the asset (or casn-generatingunit) is increased to the revised estimate of its recoveraotb Jmount, but so that the increased carryingamount does not exceed the carrying amount that woutd have been determined had no impairment lossbeen recognized for the asset (or cash-generating unit) in prior years. A reversat of an impairment loss isrecognized immediatety in statement of profit or ioss and oiher iomprehensive income.
2.16 Current and deferred income tax
The tax expense for the period comprises current and deferred tax. Tax is recognized in the statement ofcomprehensive income, except to the extent that it retates to items recognized in other comprehensiveincome or directly in equity. ln this case the tax is also recognLed in oiher comprehensive income ordirectty in equity, respectively.

The current income tax charge is catcutated on the basis of the tax laws enacted or substantivety enactedat the batance sheet date in the country where the company operates and generates taxabl.e income.Management periodicalty evatuates positions taken in tax returns with resp;ct to situations in whichappticabte tax regulation is subject to interpretation. lt estabtishes provisions where appropriate on thebasis of amounts expected to be paid to the tax authorities.
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JSC INSURANCE COMPANY ALPHA

NOTES TO THE INDIVIDUAL FINANCIAL STATEMENTS

For the year ended 31 December 2016

(Thousands of Georgian Lari)

2. Summary of significant accounting policy (continued)
Deferred income tax is recognized, using the tiabitity method on temporary differences arising betweenthe tax bases of assets and tiabitities anJtheir carrying amountiin the financiat statemlnts. However,thedeferred income tax is not accounted for if it aris-es irom iritLi recognition of an asset or tiabitity in atransaction other than a business combination that at the time of the transaction affects eitheraccounting nor taxabte profit or [oss. Deferred income tax is determined using tax rate (and taws) that hasbeen enacted or substantiatly enacted by the balance srreei Jate and is expected to appty when theretated deferred income tax asset is reatized or the deferrea lncome tax tiabitity is settled.
Deferred income tax assets are recognized onty to the extent that it is probabte that future taxabte profitwitt be available against which the temporary differences can be utitized.
Deferred income tax assets and tiabitities are offset when there is a tegatty enforceabte right to offsetcurrent tax assets against current tax tiabitities and when the deferred income taxes assets and tiabilitiesretate to income taxes levied by the same taxation authority on either the taxable entity where there isan intention to settte the batances on a net basis.

2.17 Share capital

The amount of Company's authorised Share capitat.is defined by the Company,s Charter. The changes inthe company's charter (changes in charter. capitat, ownership, etc.) shatt be made onty based on thedecision of the Company's shareholders. The authorised capitat is recognised as share capitar in theequity of the company to the extent that it was contribuied by the shareholders to the company.sharehhotders constribution is recognised at the fair vatue. shaie capitat is recognized at nominal vatue.Difference in contribution fair vatui and shares nominal vatue are recognised as emission ca'ital..2.18 Financialandoperatingleases

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor arectassified as operating.teases. Payments made under operating teases (net of any incentives received from
:?"J:tt"?":re 

charged to the stitement of comprehensive iniome on a straight-tine basis over the period
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JSC INSURANCE COi,IPANY ALPHA

NOTES TO THE INDIVIDUAL FINANCIAL STATEMENTS

For the year ended 31 December 2016

(Thousands of Georgian Lari)

3. Significant accounting estimates and judgments

Company makes certain estimates and assumptions regarding the future. Estimates and judgments arecontinuatly evatuated based on historicat experience and other factors, inctuding expectations of future
events that are believed to be reasonabte under the circumstances. In the futurel aciuat experience maydiffer from these estimates and assumptions, The estimates and assumptions that have a significant risk
of causing a material adjustment to the carrying amounts of assets and tiabitities within the next financialyear are discussed betow.

Estimates and assumptions

a) The uttimate tiabitity arising from ctaims made under insurance conrracts
The estimation of the-ultimate tiabitity arising from ctaims made under non-tife 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 tiabitity that the Company wilt uttimatety 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 ctaims incurred but not yet reported
(IBNR) at the reporting date. lt can take a significant period of time before the uttimate ctaims cost can
be estabtished with certainty General insurance claims provisions are not discounted for the time vatue of
money.

b) Usefut lives of property equipment and intangibte assets

Property equipment and intangibte assets are depreciated over their useful lives. Useful lives are based onthe management's estimates of the period that the assets wi[[ generate revenue, which are periodicatty
reviewed for continued appropriateness. Changes to estimates can resutt in significant variations in the
carrying value and amounts charged to the statement of comprehensive income in specific Deriods.
c) lmpairement of tangibte and intangibte assets

The company periodicatty evatuates the recoverabitity of the carrying amount of its assets. whenever
events or changes in circumstances indicate that the carrying amounts of those assets may not be
recoverable, the Company estimates the recoverabte amount of the asset. This requires the Company to
make judgments regarding long'term forecasts of future revenues and costs retated'to the assets subjectto review. In turn, these forecasts are uncertain in that they require assumptions about demand forproducts and future m.a1ke! conditions. significant and unanticipated changes io these assumptions and
estimates inctuded within the impairment reviews could resutt in significantty different resutts than those
recorded in the financial statements.

d) Income tax

Company is subject to income tax and significant judgment is required in determining the provision for
income taxes. During the ordinary course of business, there are transactions and catcutations for whichthe uttimate tax determination is uncertain. As a result the Company recognizes tax tiabitities based on
estimates of whether additionat taxes and interest witt be due. These tax tiabitities are recognized whendespite the company's betief that its tax return positions are supportabte the company betieves thatcertain positions are likety to be chattenged and may not be iutty sustained upon review by tax
authorities.

e) lmpairment of insurance and reinsurance receivabtes

The Company assesses insurance and reinsurance receivables for impairment. The primary factors that the
company considers whether a financial asset is impaired is its overdue status and deteritration of debtor's
credit rating.

The impairment is catculated based on the anatysis of assets subject to risks and reflects the amountsufficient in the opinion of the management to cover relevant losses. The alowance are created as aresult of an individual evatuation of assets subject to risks regarding financial assets being material
individuatty and on the basis of joint evaluatbn of financiat assets not being materiat individuatty.

T

T
I
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JSC INSURANCE COMPANY ALPHA

NOTES TO THE INDIVIDUAL FINANCIAL STATEMENTS

For the year ended 31 December 2016

(Thousands of Georgian Lari)

4. Net insurance premiums earned

Net insurance premium earned by insurance types for the year ended 31 December 2016 can be presented
as fotlows:

Gross
written

premium

Reinsurer's
share in

gross
written

premium

Net written
premium

Changes in
provision for

unearned
premiums

net of
reinsurance

Net
insurance
premiums

earned

Heatth
Casco
Property
Cargo
Travel
Persona[, accident

5,120
577
394

68

21

24

(237)
(2601

(46)_

(8)

5,120
340

134
22

21

16

4

(766),

(36)
(13)

(3J

(1)
(3)

4,354
304
121

19

21

15

1
Other,liabitities 11 (7)
Total 6,215 (5s8) 5,657 (822) 4,835

Net insurance premium earned by insurance types for the year ended 31 December 2015 can be presented
as foltows:

Reinsurer's
Gross written share in gross

premium written
premium

Net written
premium

Changes in
provision for

unearned
premiums

net of
reinsurance

Net
insurance
premiums

earned

Heatth
Casco

Property
Cargo
TraveI
Personat, accident
Other,liabitities

6,605
912
445

38

34

20
1

(431)-

(242)
(2s]

(r]

6,605
480
203

13

34

11

1

1,524
(1 e)

,1

(1)

2

8,129
461

234
13

34

10

3

5. Commission income

Commission income for the years ended 31 Decembe r 2016 and 201 5 can be presented as fo[[ows:

2016 2015
As at 1 January
Gross written commission
Commision income recognised duaring the year

78
188

(175\ (1 8e)

20
247

At 31 December 7891
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JSC INSURANCE COMPANY ALPHA

NOTES TO THE INDIVIDUAL FINANCIAL STATEMENTS

For the year ended 31 December 2016
(Thousands of Georgian Lari)

6. Net insurance claims incurred

l:i[I;"...e ctaims incurred for the vears ended 31 December 2o16and 2015 can oe presented as

2015Insurance claims paid
Gross Change in outstanding ctaims

tion
Insurance claims and loss

(7,920)
3, 306

116

(9,946)
1,219

198
4,498

Reinsurer's share of general insurance ctaims paid
8g-inlurgis shgre of i!'rgnge i!_outstanding ciaims 335 371
lnsurance cGimi anO ross adjustment expe S0
reinsurers

295 451

2016

l_.let insurance claims incurred

7. Other operating expenses

Other operating expenses for the years ended 31 December 2016 and 2015 can be presented as foltows

lmpairment of accounts receivabte and other dEbtors
ProfessionaI services

2016 2015

Taxes other than income tax
Marketing expenses
Fines and penalties
Acquisition cost
Communication
Bank charges
Membership fee
Commission expense
Business trip
Insurance
Other

(173)
(1le)
(50)
(38)
(37)
(34)
(30)
(13)
(12)
(1 1)

(11)
(10)

(321 )
(1 23)
(33)
(11)
(27)
(33)
(33)
(13)
(10)
(e)
(2)

(10)

Total
(s93

3)

678)

8. Financial income

Financial income represents interest income incured on ptacements with resident banks. Financiat incomefor the years ended 31 Decembe, zoto ui,a)015 can be presented as fortows:

Interest income fronr financiat instltution-
2016 2015

Amortisation of receivabt from subsid 538 350UI ;;; 
JJU

Total
1,089 350
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JSC INSURANCE COMPANY ALPHA

NOTES TO THE INDIVIDUAL FINANCIAL STATEA4ENTS

For the year ended 31 December 2016

(Thousands of Lari)

9. Gain from disposal of investment in subsidiary

Gain from disposal of investment in subsidiary for the years ended 31
fottows:

December 2016 can be presented as

2016
Fair value of consideration received 13,642
Cost of investment in subsid 368)
Gain from of investment in 5,274

on 19 September 2016 The company disposed 100% share of investment in subsidiary. The transaction wasmade with sharehotder at nominal price GE1l5,540 thousends. Due to the ugr""r"nt shareholder ispermitted to make payment titt 31 December 2017. The fair value of coniideration received wascatcutated according discounted future cash ftow. The Company used 10% as discount rate.

10. Income tax expense

As at 31 December 2016 and 2015 the Company has accumulated tax losses. Based on the management,s
assessment there is uncertainty related to the use of above-mentioned tax losses in the future accordingtythe management has not recognized deferred income tax asset retated to the tax losses. As at 31December 2016 and 2015 unrecognised deferred tax asset was GE11,271 thousends and GEL2,74I
thousends, respectively.

11. Cash and cash equivalents

Cash and cash equivalents as at 31 December 2016 and 201 5 can be presentedas follows:

2016 2015
Cash in banks
Cash on hand
Restricted cash*

4,464
8

99

6,769
11

96
Total

*cash and cash equivatents at 31 December 2016 and 2015 inctuded restricted cash ptaced on a bankaccount as tender coltatera[.

Additionat information about cash and cash equivalents is disclosed in note 22 andnote 24-

12. Placements with banks

Placement with banks as at 31 December 2016 and 201 5 can be presentedas fo[[ows:

2016 2015
Principal
Accrued interest

1,000
9

50

9
Total 1,009 59

Ptacements with banks are represented by ptacements in Georgian Banks for more than 3 months. LEpL
Insurance state supervision.seMce of Georgia estabtished minimum tevel of deposits (minimum reserve)
and cash on bank accounts depended on the estimated insurance ctaims.

Additionat information about ptacements with banks is disctosed in note 22 and note 24.
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JSC INSURANCE COTiPANY ALPHA
NOTES TO THE INDIVIDUAL FINANCIAL STATEA,IENTS

For the year ended 31 Decembe r 2016
(Thousands of ian Lari)

Insurance and reinsurance receivables
lnsurance and

13.

reinsurance receivabtes as at 31 December 2016 and2015 can be presented as fo*ows:

3f::::poriffi 2016 201sDuefrompolicyhotder'i;;;:;;;ril''iillj,."r

521 390

9l.jrtlg amounts of insurance and reinsuran-

ffiilT:li:,H*,:,:*:,iii::::d!":1",:TtJ,:J'[::i":iiJ:it[,Hi*..il,t'.:^,T ";Ageing or trade receivabtes as at 31 ou.u'ou,. zo,; .;;;;;.:r"rff"r#:H;;1t' Note 22'

2015
3,207 2,456Pasr! lge and not ired

Past due 0-30 days
Past due 31-60 days
Past due 61-90 days
Past due 91-120 days
Past due 121-240 days
Past due 241-360 days
Past due more than 365
total past Aue ana not

90

178

94

92

101

61

51

32

4

15

8

?

174

Past due and
Past due o-.?ays
Past due 31-60 days^ 

__ 
.__ J, vv ucry5 143 2u

5:::1," !J_e! oavs n 1A

:::: 9"" st tzo ili, 6 10

Past due 121-240 days 3 7

Past due 241-36ooavs_ 48 IPast due more than i6s davs
4tot.tp"r _

As at 31 December 2O1(t anA rn
?1:,1u,. 

rhe compan, ?,:1 ;L1,,i:1t,8ffi.,:::,1:1?,,''oaired trade receivabres reratr

(74)
2,816

parties' The compan"1it,or""i9"it55i",il".Dut not impaired trade receivabres retate to the retatedwere over 365 davs 6i'^11r ni*,i.Ji'*#j::Ti!{:!L:;:,'"-L*,::..[*Til:l*i*:;X,*
[:".:"":j!iq'J:fili::'"",J,ffi,':ffi')","*l j ffi lu;Jilj*-u p,.ouiJui-ii,.ill"o on estimatedDased on facts and circumstances exisiini'Ji eacn reporting date. 

tputiun." unl .r" i!gi,,.rrn ,.uurr"rruJ
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JSC INSURANCE COMPANY ALPHA

NOTES TO THE INDIVIDUAL FINANCIAL STATEMENTS

For the year ended 31 December 2016

(Thousands of Georgian Lari)

13. insurance and reinsurance receivables (continued)

Reconcitiation of impairment allowance can be presented as fottows:

2016 2015
1 January (Note 14;15) (1 s6) (61)
lmpairment losses recognized during the year
Write off

(173)
57

(321)

226
It OecemUer t\ote l4;15) (272) (1 s6)

Accordingly, management betieves that there is no further credit provision required in excess of the
estabtished allowance for doubtfut debts. The movement in the impairment atlowance for insurance and
reinsurance receivabtes and other financial assets has been included in the other operating expenses line
in the statement of comprehensive income. Trade receivabtes distribution by foreign currency is disclosed
in Note 22.

14. Trade and other receivables

Trade and other receivables as at 31 December 2016 and 2015 can be presented as follows:

2016 2015
Financial assets
Receivable from subsidiary disposal
Receivables from subrogation reimbursements

12,003
173 148

Less-Allowances for receivabtes from subrogation reimbursements (153) (92)
Totalfinancial receivables 1Z,OZ3 66

Non-financial assets
Prepayments
other receivables

125
44

152
11

Less-Attowances for non financial receivabtes (4g)
Total non-financial receivables 12',1 163
Total 12,144 229

Carrying amounts of trade receivabtes approximate their fair vatue. Additional information about trade and
other receivables is disclosed in Note 22.
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JSC INSUMNCE COAIPANY ALPHA

NOTES TO THE INDIVIDUAL FINANCIAL STATEMENTS

For the year ended 31 December 2O16

(Thousands of Lari)

15. Reinsurance assets and insurance contract liabilities

Reinsurance assets and insurance contract tiabitities as at 31
as fotlows:

lnsurance contract liabilities

December 2016 and 2015 can be oresented

2016 2015
Unearned premium provision 3,347

2,554
164

2,474
5,817

207

Provisions for claims reported by poticyhotders
Provisions for ctaims incurred but not
Total 6,065 8,498

Reinsurance of liabitities 2016 2015
Reinsurers' share in unearned premium provision 286

37
23s

85
Reinsurers' share in provisions for ctaims reported by poticyhotders
Reinsurers' share in provisions for claims incurred but not ieported

)

Total
28 20

351 340

Insurance contract liabilities net of reinsurance 2016 2015
Unearned premium provision
Provisions for claims repofted by poticyhotders

3,061
2,517

136

2,239
5,732

187Provisions for ctaims incurred but not
Total

BNR)

5,714 8,1 58

Anatysis of movements in insurance contract tiabitities and reinsurance
2015 can be presented as fotlows:

A) Analyses of movement in provision for unearned premium

assets as at 31 December 2016

Provision for unearned rum
Balance at 1 January
Gross premium Written
Cancetled premiums

2016 zo15
2,474
6,376
(161)

(5,342)

3,861
8,830
(775)

Gross earned premium

Balance at 31 December
442\

3,347 2.474

for unearned um - reinsurer's share:
Balance at 1 January
Reinsurer's share of gross written premium
Cancelted premiums
Gross reinsurer's earned

2016 2015
235
561
(3)

85
708

(s58)(s07
Balance at 31 December 286 235

for unearned (net of reinsurance) 2016 2015
Balance at 1 January
Reinsurer's share of gross written premium
Cancetted premiums
Gross reinsurer's earned

2,239
5,815
(1 s8)

4,835)

3,776
8,122
(77s\

8,884

2,239Balance at 31 December 3,061
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JSC INSURANCE COI'{PANY ALPHA

NOTES TO THE INDIVIDUAL FINANCIAL STATEI,AENTS

For the year ended 3't December 2016

(Thousands of ian Lari)

1 5. Reinsurance assets and insurance contract liabilities (continued)

b) Provision for claims
2016 2015

Total balance of claims ions at 1 6,024 7,241
(9,946\Payements in respect of prior and current year claims

New ctaims and c in prior vear claims
(7,919)

4,613 8,729
Provisions for claims

Provision for claims - reinsurer's share:

718 6.024

2016 2015
Total balance of claims atlJa 105

(33s)
295

25
Payements in respect of prior and current year ctaims
New claims and chanqes in Drior vear claims

(371)
451

Totalclaims ions at 31 December 65 105

Provision for claims - (net of reinsurance 2016 20't5
5,919

(7,584\
7,216Total balance of claims at 1 Janua

Payements in respect of prior and current year claims

I
l
I
I
I
I
r
I

I
I
I

New ctaims and in prior ctaims 4,318
Totalclaims ns at 31 December 2,653 5,919

The major classes of insurance written by the Company inctude health, life, property, third party tiabitity,
casco, travel' personal accident and cargo. Risks under these policies usually cover twelve month
duration. For insurance contracts, claims provisions (comprising provisions for claims reported by
poticyhotders and claims incurred but not reported) are estabtished to cover the uttimate cost of settting
the tiabitities in respect of claims that have occurred and are estimated based on known facts at the
reporting date. Outstanding claims provisions are not discounted for the time vatue of monev.

16. Property and equipment

Property and equipment as at 31 December 2016 and 2015 can be presented as foltows:
Historical,cost Land and Computer Office

Vehiclesbuildings equiDment
As at 31 .12.2014 564 275 127 11 977

(9,575)
8,279

Additions 8 29 45
2817 (11

As at 31 .12.2015 572 266 145 994
Additions

Is

As at 31 .12.2016

4
6)

6
(1 s)

572 264 985

Accumulated
As at 31 .12.2014 227

(34)
14

e6) (3771
depreciation
Accumulated depreciation of

(12) (24)
10

(711
24

As at 31 .12.2015
depreciation
Accumutated

(66 24 1't0 424
(14) (e)

6
'iation of disoosats

(16)

9
(40)

15

Net book value
As at 31 .12.2015 506 103519 570

As at 31 .12.2016

As at 31.12.2016 492

Due to the lawsuite with the Company's provider ctinic the Company is restricted to sate or encumbe.its
real estate and a motor vehicte.

5362114
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17. lntangible assets

Intangibte assets as at 31 December 2016 and 2015 can be presented as fotlows:
Historical cost Softwares

As at 31.12.2014
345Additions
230

As at 31,12.2015
575Additions

As at 31 .12.2016
579

Accumulated amortization
As at 31 .12.2014
Amortization
As at 31 .12.2015

(ee)

201
(e3)

Amortization
As at 31 .12.2016

Net book value
As at 31 .12.2014

243
As at 31 .12.2015

374
As at 31 .12.2016

285
Company's softwares inctude insurance and accounting softwares.

18. Share capital

ln 2016 100% shareholder of the company contributed GE13,995,800 in the capitat. As at 31 December2016 number of issued and futty paid shares were 34,396,000 *ith nomunal value GE1l.05. As at 31December 2015 number of issued and futty paid shares were 32,120,000 and number of issued but not futtypaid were 180,000 with nomunat vatue GELl.

19, Other insurance liabilities
other insurance liabitities as at 31 December 2016 and 2015 can be presented as follows:

2016 2015
Reinsurance payabte

75 26LWCorritrion puyuUt" 39 14Total
114 40

carrying amounts of other insurance tiabitities approximate their fair vatue. Additional information aboutother insurance tiabitities is disclosed in Note 22.

20. Trade and other payables

Trade and other payabtes as at 31 December 2016 and 2015 can be presented as fottows:

2016 2015
Financial liabilities
Trade payabtes
Salaries payable

819
102

2 459
129

84
Other pavabtes

Total
921 2 672

carrying amounts of trade and other payabtes approximate their fair
trade and other payabtes is disctosed in Note 22.

vatue. Additiona[ information about
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21 . Borrowings

Borrowings as at 31 December 2016 and 2015 can be presented as fottows:

2016 2015
Principal
Accrued interest

2,000
1

Total 2,001
AdditionaI information about borrowings is disclosed in Note 22.

22. Financial instruments - risk management

The activities of the Company are exposed to various risks. Risx management therefore is a criticalcomponent of its insurance activitjes. Risk is inherent in the Company'i activities but it is managed
through a process of ongoing identification measurement and daity monitoring subject to risk timits andother controts' Each individuat within the company is accountabte for the risk Lxpoiures retating to his orher responsibitities. The main financiaI risks inherent to the company's operations are those retated tocredit liquidity and market movements in interest and foreign exchange rates. A summary description ofthe company's risk management poticies in relation to those risks fottows.

Capital management objectives policies and approach

The company has estabtished the fottowing capitat management objectives poticies and approach to
managing the risks that affect its capitat position.

The capitaI management objectives are:

' To maintain the required [eve[ of stabitity of the Company thereby providing a degree of security topoticyhotders.

' To allocate capital efficientty and support the development of business by ensuring tnat returns oncapital employed meet the requirements of its capital providers and of its owners.

' To retain financiat f texibitity by maintaining strong tiquidity and access to a range of capitat markets.
' To maintain financiaI strength to support new business growth and to satisfy the requirements of thepolicyhotders regulators and stakehotders.
The operations of the Company are also subject to local regutatory requirements within the jurisdiction
where it operates. Such regutations not only prescribe ap[rovat and monitoring of activities but alsoimpose certain restrictive provisions e.g. Capitat adequacy to minimize the risk oidefautt and insotvency
on the part of insurance companies to meet unforeseen tiabitities as these arise. The Company,s capitat
management poticy for its insurance and non-insurance business is to hotd sufficient tiquid assets to coverstatutory requirements based on the NationaI Bank of Georgia directives.
Approach to capital management

The Company seeks to optimize the structure and sources of capitat to ensure that it consistentty
maximizes returns to sharehotders and poticyhotders. The Company's approach to managing capitatinvotves managing assets tiabitities and risks in a coordinated manner assessing shortfalls betweenreported and required capital levels on a regutar basis and taking appropriate actions to influence thecapitaI position of the Company.

Insurance risk

The risk under an insurance contract is the risk that an insured event witt occur including the uncertaintyof the amount and timing of any resutting ctaim. The principat risk the corpinv rices under suchcontracts is that actuaI ctaims and benefit payments exceed the carrying amount of insrran.e tiabitities.This is jnftuenced by the frequency of ctaims severity of ctaims actual benefits paid are greater thanoriginatty estimated and subsequent devetopment of [ong term ctaims.

The variabitity of risks is improved by diversification of risk of loss to a large portfotio of insurancecontracts as a more djversified portfolio is [ess tikety to be affected by change'in any subset of theportfotio as wetl as unexpected outcomes. The variabitity of risks is atso improveoiy carefuI setection andimptementation of underurriting strategy and guidetines is wett as the use of reinsuiance arrangements.
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22. Financial instruments - risk management (continued)

The Company estabtishes underuvriting guidetines and [imits which stiputate who may accept what risks
and the appticabte limits. These limits are continuousty monitored.

The Company primarity uses the "toss ratio" to monitor its insurance risk. The loss ratio is defined as net
insurance ctaims divided by net insurance revenue.

The Company's loss ratios catculated on a net basis were as foltows:

2016 2015
Loss ratio 84% 89%

The Company principatty issues the fottowing types of general insurance contracts: property motor third
party tiabitity personal accident casco travel cargo medicat (heatth) and third party tiabitity. Such type
insurance poticies usually cover twetve months duration. For non-health insurance contracts the most
significant risks arise from climate changes and natural disasters. For healthcare contracts the most
significant risks arise from tifesqlte changes epidemic and so on. These risks vary significantly in retation
to the location type and industry of the risk insured. Undue concentration by amounts can have a further
impact on the severity of benefit payrnents on a portfotio basis.

The above risk exposure is mitigated by diversification across a large portfotio of insurance contracts. The
variabitity of risks is improved by careful selection and implementation of underwriting strategies which
are designed to ensure that risks are dirersified in terms of type of risk and level of insured benefits. This
is largety achieved through diversification across industry sectors. Further strict ctaim review poticies to
assess atl new and ongoing ctaims regutar detaited review of claims handting procedures and frequent
investigation of possibte fraudutent ctaims are atl policies and procedures put in ptace to reduce the risk
exposure of the Company. The Company has also timited its exposure by imposing maximum claim
amounts on certain contracts as wetl as the use of reinsurance arrangements.

Sources of uncertainty in the estimation of future claim payments

Claims on insurance contracts are payabte on a ctaims-occurrence basis. There are several variabtes that
affect the amount and timing of cash ftows from these contracts. These mainty relate to the inherent risks
of the insured sector and the risk management procedures they adopted.

The estimated cost of ctaims inctudes direct expenses to be incurred in settling ctajms net of the
expected subrogation vatue and other recoveries. The Company takes all reasonabte steps to ensure that
it has appropriate information regarding its ctaims exposures. However given the uncertainty in
estabtishing ctaims reserve it is tikety that the final outcome witl prove to be different from the original
tiabitity estabtished. The tiabitity for these contracts comprises a reserye for Incurred but not reported
(IBNR) ctaims and a reserve for reported ctaims not yet settted.

The estimation of IBNR is generally subject to a greater degree of uncertainty than the estimation of the
cost of settting ctaims atready notified to the Company where information about the ctaim event is
availabte.

Financial Risk

The Company is exposed through its operations to the fotlowing financial risks:

. Credit risk

. Liquidity risk

. Currency risk
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22. Financial instruments _ risk management (continued)
Principal financial instruments

Ij;ilJittott financial instruments used by the company from which financiar instrument risk arises are as

Reinsurance urset, 2016 2015
Insurance and reinsura
rradeand;;";**,l,IiJ.,"JITiil;:,."",'limpairement
Placements with banks

65
3,903

12,023
1,009

105

2,916
66
59

6,976

Cash and cash equivatents

Iglla! financiarlsseE 4,571
21,571 9,922

lnsurance contract liabitities
Other insurance tiabitities

2016 2015

Trade and other payables
Borrowinqs

2,719
114
921

6,024
40

2,599
Tola lj[nalrciat ti"UititE 2,001

Fair value of financial instruments
3,753 1 0,653

A number of assets and tiabilities incruded 
:r ,1" company,s ,,nu::,3^:rutemgr.ts require disctosure of,

fair vatue' The fair "?t11il""ry#;,:;lF :ompan/r'r,..r.Lr assets and riabirities utirizes market
observabte inputs and-data, as rai af poiiur* tnpri;r;'in-ilturrinrng fair uatue-m.asurements are:lffiT';:i,l?T,r:f"":il 1",::j'"?iTl"on'no* 

observabG inJ-rnput, used in the varuation technique
Level 1: euoted prices in active markets for identical items (unadjusted)
Level 2: Observabte direct or indirect inputs other than Level inputsLevet 3: Unobservabte inputs (i.e. not derived from market data).

"-* "*a 
of thea significant effect on the fair valr,.-i.-o,-. tnputs used that has

between levets are
L:l'#[:ffi :i1";H:.'i;""ii:;,x.li";::iln'il:?'if""i"'l:ff *J:J:!",li[:recognized in the period tirey occur.

l-1tl,uuh" is the price that would be receive

il:l',T::lt^""'.::y"lf, o-*16;il:'[fl"';::i"?ffji?'.:1j11,:"^:lrl"'.,iiiablitv in an orderry,T:l',T5;i:',".'#Tglll,:l;",::'l'f ii!fi".il:::'"?ffi:'.:l j1i j"":fi
ilT,:il?:l;:iJ""ffi:ljj*d::ili;:.#;,H;Tii#"J:ilii;lli,ijl,m::*l*l;if:i"{d:,f[l
::,iTjT3i:?AJ:,ffi:'"J,il*1"j",,^r':i;1"_^#i1,,Hffi,#i'f?5.ff:iiillitm:l#:*:I::j,,:
::,'il:ifl"ffi :lr"**;1il;*xitnJilH""tl*#ilT:J":::Tiruy.i jiru;*#iiffiiil#*estimating the fair uurr" oi rinluili;ffi;:"t:
Financial assets t"t?:.l,* amortised cost. The estimated fair value of fixed interest rate instruments is
ffy^1"it,,fi:'il:fflJ:Hii.:a*if;,'-#cted 

to ou i"..riuo'-qi,-::1,"0 at current rnterest rates ror
il"rff:i:'erpartv. ca'vi"e1';,,;'#'il;l?.1'l,1ll'i,ilrl;:#::J?:;;l:',,i'".firfitili;"xilI*
Liabilities carried at amortised cost' The estimated fair value of fixed interest rate instruments with
lii,'".,L:ill?ffi",,':ii:::l';tij;,""*r*,: mryi*k"nted at.,'.,.uni ini",.",,rates ror new

;:i::t"ttt amounts or rlnancrai'it"i'tirit"r recorded ,n .nu ,,nun1?lu^:l-of 
tr'" corpunv considers thatclat statements approximate tireir. ialr-

li:J#:;x'ff#,'"1'1tr#fffti:l[::::ffi.ffi"j;ffiii:T:,s;::,il:H;;::"n, and,he rair varue
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22. Financial instruments - risk management (continued)

Credit Risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial
instrument faits to meet its contractual obligations and arises principatty from the Company's receivables
from customers. The Company's exposure to credit risk is inftuenced mainty by the individuat
characteristics of each customer.

The Company's Management has estabtished a credit poticy under which each'customer is anatyzed
individuatty for creditworthiness before the Company's standard payment and detivery terms and
conditions are offered. The Company's review inctudes external ratings when available and in some cases
bank references. Credit timits are estabtished for each customer individuatty.

The Company estabtishes an attowance for impairment that represents its estimate of incurred losses in
respect of trade and other receivabtes. The main components of this altowance are a specific loss
component that relates to individualty significant exposures and a cotlective loss component estabtished
for Companys of simitar assets in respect of losses that have been incurred but not yet identified. The
collective loss atlowance is determined based on ageing anatysis and overdue status for each customers
individuatty.

Liquidity Risk

Liquidity risk refers to the amitabitity of sufficient funds to meet loan repayments and other financial
commitments associated with financial instruments as they actuatty fatl due. The management controls
these types of risks by means of maturity anatysis determining the Company's strategy for the next
financial period. In order to manage tiquidity risk the Company performs regutar monitoring of future
expected cash ftows which is a part of assets/tiabitities management process.

An analysis of the tiquidity as of 31 December 2016 and 2015 can be presented as fottow:

Less than 1 year 2016 2015

Non-interest bearing financial liabilities:
I nsurance contract tiabitities
Other insurance liabitities
Trade and other payabtes

Interest bearing financial liabilities:

2,718
114
921

6,024
40

2,599

Borrowings 2,001
Total financial liabilities 3.753 10,653

Market Risk

Market risk is the risk that the fair vatue of a financial instrument witl decrease because of changes in
market factors. Market risk arises from the Company's use of interest bearing tradabte and foreign
currency financial instruments. lt is the risk that the fair vatue or future cash ftows of a financial
instrument wil[ ftuctuate because of changes in interest rates (interest rate risk) and foreign exchange
rates (currency risk).

lnterest Rate Risk

The interest rate risk is the risk (with variabte vatue) retated to the interest-bearing assets/liabitities -
loans/borrowing because of the variabte rate. In current period the Company does not have any
borrowi n gs / loans with variabte interest rate.

Currency risk

Currency risk is defined as the risk that the vatue of a financial instrument witt ftuctuate due to changes
in foreign exchange rates. The Company is exposed to the effects of fluctuations in the prevailing foreign
currency exchange rates on its financiat position and cash ftows.
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22. Financial instruments - risk management (continued)

The carrying amounts of the Company's foreign currency denominated monetary assets and liabitities as
at 31 December 2016 and 2015 were as foltows:

2016 2015
Financial assets

Insurance and reinsu rance receivables
Cash and cash equivatents

143
12

72

49

Total financial assets 155 121

Financial liabilities
Other insurance liabitities 2675

Total financial liabilities 2675

Open balance sheet position

The foltowing tabte details the Companys sensitivity to a 20% increase and decrease in the GEL against
the relevant foreign currencies. 20% is the sensitivity rate used when reporting foreign currency risk
internalty to key management personnel and represents management's assessment of the reasonably
possibte change in foreign exchange rates. The sensitivity analysis inctudes onty outstanding foreign
currency denominated monetary items and adjusts their transtation at the period end for a 20% change in
foreign currency rates. lmpact on profit before tax and equity based on asset vatues is presented in the
table betow:

9580

USD/GEL
+ 2O%

USD/GEL USD/GEL
-20% +20%

USD/GEL
- 20%

Profit/ (toss) before tax
lmpact on equity

16

13

(16)
(1 3)

19

16

(1e)
(16)

23. Transactions with related parties

Retated parties inctude owners, subsidiary and entities under common ownership and controt with the
Group and members of key management personnet. In considering each possible retated party
relationship, attention is directed to the substance of the retationship, and not merety the legal form.

Transactions with related parties and balances for the years ended 31 December 2016 are fotlowing:

2016

Owners

Entities
under

common
control

TotalBalance with related parties

Insurance and reinsurance receivabtes
Trade and other receivables
Insurance contract tiabi tities
Trade and other payabtes

Borrowings

Transaction with related parties

92

92
426
786

464
66

529
926

556
66

621
1,352

786

Gross written premiums on insurance contracts
Insurance ctaims and loss adjustment expenses
Rent cost
Financial income
Finance costs
Gain from disposal of investment in subsidiary

134
(e84)

(81)

551

5,274

5

(3,143)
(61

(e)

139
(4,1271

(87)
551
(e)

5,274
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23, Transactions with related parties (continued)
Transactions with retated parties and balances for the years ended 31 Decembe r 2015are fottowing:

2015

Balance with related parties Owners

Entities
under

common
control

Total

Insurance and reinsurance receivabtes
Insurance contract tiabitities
Trade and other payables
Borrowings

32

15

2,361
1,101

140
3,447

61

900

172
3,462
2,422
2,0O1

Transaction with related
Gross written premiums on ins.Jrance contracG
Insurance claims and loss adjustrnert expenses
Rent cost
FinanciaI income
Finance costs
Gain from disposalof investment in zubsidiary

Key management personnel compe.nsation for the year endedpresented as fotlows:

119
(200)
(6el

18

(3,681)
(6]

(24)

31 December 2016 and

137
(3,881)

(7s]

(24

201 5 can be

2015

F
r
F
F
II
t

I

i

I

2016Key management person neGomfin-tiom
short-term employee benefits

(148)
(148)

(17sI
(17s)

24. Contingencies and Commitments

Legal proceedings'As at 31 December 2016-the company was engaged in three material titigationproceedings with regard to the reimbursement of insurance .ouur.'
The first case is related to heatth insurance loss reimbursement. Total amount of compensation thattitigant requests is GE1625,498. ctaim urount consists of principal [oss, interest and penatties. Thecompany made provision of GE1295,000 with. rugurd i" iht riiig"iion in provisions for ltui* reported bypoticyhotders. No provision has been made with regard to the re"mirning amount.
second and third cases are related to casco loss reimbursement. Total amount of compensation thatlitigants request is GE129,325 without p"nuifi"r.
Management is of the opinion that no material unaccrued tosses wi[[ be incurred and accordingly noadditional provision has been made in these financrar statemenis. 

-

Taxes - Georgian tax tegistation in particular-maygive.rise to varying interpretations and amendments. Inaddition, as management's interpretation of tax tlgistatlon-mJy'oirrer from that 
"f 

il; tax authorities,transactions may be chattenged by the tax authori-ties, and ai a resutt the company may be assessedadditional taxes, penalties and interest. The companv u6["u"t trrJt it has atready made alt tax payments,and therefore no allowance has been made in the financiat statements. Tax years remain open to reviewby the tax authorities for three years.

Regulatory requirements.- The company is obtiged to satisfy minimum capitat requirements at attstagesof insurance activity. Minimum capitai requirements are determined by the LEpL Insurance statesupervision service of Georgia. As at 31 December 2016 minimum capital required for the companyamounted to GEL2,200 thousands. Furthermore, during the whote p.eriod of its activity, the company isobtiged to have national or foreign currency and/or dedt securitai puceo in commerciat'oant< of Georgia,the amount of which is determined acco?dlng to the rinirr.-.upital required by the tegistation ofGeorgia for insurance organisations registered in Georgia. at ui :r December zoro mlnimum placement
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required for the company amounted to GE12,200 thousands.

24. Contingenciesand commitments (continued)
LEPL Insurance state supervision service of Georgia also requires the company to have assets for coveringinsurance reseryes. The assets permitted to cover insurance reserves are determined by the Regutatorybody' Due to the same requirement, the company has to maintain cash and cash equivatents, not lessthan 10% of total insurance reserves, ptaced in commerciat bank of Georgia. As at 31 decemoer 2016 thecompany was using cash and cash equivatents as wetl as placements with banks for covering insurancereserves.

Futyre rentals payable.- The company has operating leased contracts which completion date is uncertain(untimited duration)' The company's future minim-um rentals pavante under non-cancettabte operatingleases as of 31 December 201 6 and 201 5 can be presented as fottows:

2016 2015
Within one year
After one but not more than five
Total

94
196

86
280

290 366

25. Post balance sheet events

subsequent to the reporting period, the Georgian Lari has continued to appreciate against the us Dottar
1ld EyR' At 18 Aprit 2017, the officiat exchange rate equatled to 2.3896 Georgian r-ari"per 1 US Dottar and2.5418 Georgian Lari per 1 EUR.
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