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Independent auditor’s report

To the Shareholder and Supervisory Board of Qualified Credit Institution MFO Rico Express LLC
Report on the audit of the financial statements
Opinion

We have audited the financial statements of Qualified Credit Institution MFO Rico Express LLC
(hereinafter, the “Company"), which comprise the statement of financial position as at 31 December
2023, and the statement of comprehensive income, statement of changes in equity and statement
of cash flows for the year then ended, and notes to the financial statements, including material
accounting policy information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Company as at 31 December 2023 and its financial performance and its cash
flows for the year then ended in accordance with International Financial Reporting Standards (IFRSs).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAS).
Our responsibilities under those standards are further described in the Auditor’s responsibilities for
the audit of the financial statements section of our report. We are independent of the Company in
accordance with the International Ethics Standards Board for Accountants’ (IESBA) International
Code of Ethics for Professional Accountants (including International Independence Standards) (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.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the financial statements of the current period These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon, and
we do not provide a separate opinion on these matters. For each matter below, our description of
how our audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the
financial statements section of our report, including in relation to these matters. Accordingly, our
audit included the performance of procedures designed to respond to our assessment of the risks of
material misstatement of the financial statements. The results of our audit procedures, including the
procedures performed to address the matters below, provide the basis for our audit opinion on the
accompanying financial statements.
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Key audit matter

How our audit addressed the key audit
matter

Measurement of expected credit losses on loans to customers

Assessment of expected credit losses ("ECL") on We evaluated the methodology developed by
loans to customers based on the requirements of the Company for calculating ECL on loans to

IFRS 9 Financial Instruments ("IFRS 9") is a key
area of management's judgment.

The assessment of events that cause a significant

increase in credit risk or credit impairment, the
determination of probability of default and loss
given default involve significant professional
judgment and use of assumptions.

The calculation of ECL involves the use of
estimation methods with unobservable inputs,

including the determination of the probability of

default, the exposure at default and loss given
default on the basis of available historical data,
adjusted for forecast information, including
forecast macroeconomic parameters.

The use of different models and assumptions can
lead to significantly different estimates of ECL on

loans to customers. In particular, ECLs are

sensitive to existence and valuation of underlying

collateral represented by gold. Due to the
significance of the carrying amount of loans to
customers for the Company's financial position,
as well as the complexities and judgments
associated with the assessment of the ECL, we
considered this area one of the key audit
matters.

Information on ECL is disclosed in Notes 4, 7 and

21 to the financial statements.

customers.

We tested controls over accounting for
overdue loans.

We evaluated ECL measurement inputs to
which the model is most sensitive. We
focused our procedures on existence and
measurement of gold collateral on lombard
loans. We attended annual collateral stock
take and, on a sample basis, tested existence
and physical characteristics of gold collateral.
We assessed competence and objectivity of
management’s expert involved in evaluation
of physical characteristics of gold collateral.
We analysed the collateral database by
searching for collaterals valued abnormally
high or low as compared to gross carrying
value of the respective loans.

We evaluated forecasted economic scenarios
used in ECL estimation for inputs such as
foreign exchange rates and gold prices.

We recalculated ECL as at 31 December
2023.

We also evaluated the disclosures in the notes
to the financial statements related to ECL on
loans to customers.
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Recognition of interest and commission income

Interest income on loans to customers and
commission income from money transfers
represent major revenue streams for the
Company. Company’s revenue processes rely
on both IT and manual inputs and controls.

Significance of these revenue streams and
risks of material misstatements arising from
human or IT errors or manipulation within
respective revenue recognition processes
make the recognition of interest and
commission income one of the key audit
matters.

Information related to revenue recognition is
disclosed in Notes 3 and 18 to the financial
statements.

We analysed revenue recognition policies.

We assessed the design and implementation and
tested the operating effectiveness of the internal
controls over interest income, including manual
controls over calculation inputs (such as
currency and nominal value of the loan) as well
as automated controls over interest income
calculation and recognition.

We recalculated interest income with reference
to average gross carrying values by type of loan
product and their respective weighted average
interest rates and compared it to interest income
recognized in the books for the year ended 31
December 2023.

On a sample basis, we traced commission income
from money transfers recognized in the
accounting records to respective supporting
documentation.

We obtained external confirmations from
selected money transfer systems and reconciled
the amounts of revenue for the period reported
in those confirmation to accounting records.

We also assessed Company's disclosures on
commission and interest income.
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Other information included in the Company’s 2023 Management Report

Other information consists of the information included in the Company’s 2023 Management Report,
other than the financial statements and our auditor’s report thereon. Management is responsible for
the other information.

Our opinion on the financial statements does not cover the Management Report and we do not
express any form of assurance conclusion thereon in our report on the audit of the financial
statements.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have nothing to report
in this regard.

Responsibilities of management and the Supervisory Board for the financial statements

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

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

The Supervisory Board is responsible for overseeing the Company's financial reporting process.
Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor's report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these financial statements.
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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.

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

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

We communicate with the Supervisory Board 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 also provide the Supervisory Board 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, actions
taken to eliminate threats or safequards applied.

From the matters communicated with the Supervisory Board , we determine those matters that were
of most significance in the audit of the financial statements of the current period and are therefore
the key audit matters. We describe these matters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circumstances, we determine
that a matter should not be communicated in our report because the adverse consequences of doing
so would reasonably be expected to outweigh the public interest benefits of such communication.
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Report in accordance with the requirements of Article 7, paragraph 10 of the Georgian Law on
Accounting, Reporting and Auditing

In our opinion, based on the work undertaken in the course of the audit:

> The information given in the Management Report for the financial year for which the financial
statements are prepared is consistent with the financial statements; and

> The Management Report includes the information required by Article 7 of the Georgian Law on
Accounting, Reporting and Auditing and complies with respective regulatory normative acts.

The partner in charge of the audit resulting in this independent auditor’s report is Anvar Azamov.

Dmytro lurgelevych (SARAS-A-644274)
On behalf of EY LLC (SARAS-F-855308)
14 May 2024

Thilisi, Georgia
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Qualified Credit Institution MFO Rico Express LLC

2023 financial statements

Statement of financial position
As of 31 December 2023
(Thousands of Georgian Lari)

Assets

Cash and cash equivalents
Amounts due from credit institutions
Derivative financial assets

Loans to customers

Right-of-use assets

Property and equipment

Intangible assets

Other assets

Total assets

Liabilities

Promissory notes issued
Current income tax liabilities
Borrowed funds

Debt securities issued
Lease liabilities

Deferred income tax liability
Other liabilities

Total liabilities

Equity

Charter capital
Retained earnings
Total equity

Total equity and liabilities

Signed and authorized for release on 14 May 2024

Tamar Gogodze

Giorgi Naroushvili

Notes 2023 2022

5 54,961 109,530
5 46,207 -
6 642 825
7 467,716 425,849
8 5,290 5,667
9 16,127 16,340
831 475
11 18,111 16,511
609,885 575,197
12 100,937 115,263
2,900 2,093
13 42,189 132,944
14 129,693 -
8 4,644 5,039
10 3,991 4,081
15 10,279 15,233
294,633 274,653

16
1,584 1,584
313,668 298,960
315,252 300,544
609,885 575,197

Executive Director

Financial Director

The accompanying notes on pages 5 to 36 are an integral part of these financial statements
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Qualified Credit Institution MFO Rico Express LLC 2023 financial statements

Statement of comprehensive income
For the year ended 31 December 2023
(Thousands of Georgian Lari)

Notes 2023 2022
Interest income calculated using effective
interest rate method
Loans to customers 95,015 86,172
Cash and cash equivalents and amounts due from
credit institutions 6,144 584

101,159 86,756
Interest expense
Debt securities issued (10,319) -
Borrowed funds (7,315) (12,105)
Promissory notes (6,466) (6,741)
Lease liabilities (497) (596)

(24,597) (19,442)
Net interest income 76,562 67,314
Expected credit loss reversal/(charge) 7 2,411 (3,016)
Net interest income after credit loss movement 78,973 64,298
Commission income from money transfers 18 8,230 9,528
Commission expenses 18 (1,353) (1,047)
Foreign exchange gains/(losses):
—Currency trading 17,794 32,160
—Translation differences 1,479 3,549
- Foreign currency derivatives (7,995) (19,189)
Gain from sale of repossessed gold and other income 19 618 258
Non-interest income 18,773 25,259
Personnel expenses (22,139) (16,915)
Depreciation and amortization 8,9 (4,850) (4,460)
Other general and administrative expenses 20 (7,319) (5,626)
Non-interest expense (34,308) (27,001)
Profit before income tax expense 63,438 62,556
Income tax expense 10 (13,668) (10,154)
Profit for the year 49,770 52,402
Other comprehensive income - -
Total comprehensive income for the year 49,770 52,402

The accompanying notes on pages 5 to 36 are an integral part of these financial statements



Qualified Credit Institution MFO Rico Express LLC

2023 financial statements

Statement of changes in equity
For the year ended 31 December 2023
(Thousands of Georgian Lari)

1 January 2022
Profit for the year
Total comprehensive income for the year

Dividends declared (Note 16)
31 December 2022

Profit for the year
Total comprehensive income for the year

Dividends declared (Note 16)
31 December 2023

Retained
earnings Total
1,584 248,724 250,308
52,402 52,402
52,402 52,402
- (2,166) (2,166)
1,584 298,960 300,544
49,770 49,770
49,770 49,770
(35,062) (35,062)
1,584 313,668 315,252

The accompanying notes on pages 5 to 36 are an integral part of these financial statements



Qualified Credit Institution MFO Rico Express LLC

2023 financial statements

Statement of cash flows
For the year ended 31 December 2023
(Thousands of Georgian Lari)

Cash flows from operating activities

Interest received

Interest paid

Proceeds from sale of repossessed collateral

Receipts from trading in foreign currency and
foreign currency derivatives, net

Commissions received from money transfers

Other income received

Personnel expenses paid

Other operating expenses paid

Cash flows from operating activities before changes in

operating assets and liabilities

Change in operating assets and liabilities

Loans to customers

Other assets

Other liabilities

Net cash flows from operating activities
before income tax

Income tax paid
Net cash from operating activities

Cash flows used in investing activities

Net (placement) withdrawal from bank deposits
Purchase of property and equipment

Proceeds from sale of property and equipment
Net cash used in investing activities

Cash flows from financing activities

Proceeds from borrowed funds

Proceeds from debt securities issued

Repayment of borrowed funds

Repayment of lease liabilities

Net promissory notes issued (repaid)

Dividends paid

Net cash from financing activities

Effect of exchange rates changes on cash and
cash equivalents

Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents, beginning of the year

Cash and cash equivalents, ending of the year

Note 2023 2022
94,053 86,034
(24,854) (19,431)
26,215 24,060
10,260 11,787
8,230 9,529
553 258
(20,715) (15,797)
(4,501) (6,954)
89,241 89,486
(61,127) (88,712)
(2,243) 7,186
(4,954) 9,925
20,917 17,885
(12,951) (7,922)
7,966 9,963
(46,207) 1,549
(2,859) (4,398)
27 3
(49,039) (2,846)
26 160,200 164,000
26 129,326 -
26 (250,656) (126,668)
8 (2,544) (2,256)
26 (13,416) 6,385
16 (35,062) (2,166)
(12,152) 39,295
(1,344) (6,805)
(54,569) 39,607
109,530 69,923
5 54,961 109,530

The accompanying notes on pages 5 to 36 are an integral part of these financial statements



Qualified Credit Institution MFO Rico Express LLC Notes to 2023 financial statements

(Thousands of Georgian Lari)

1. Principal activities

Qualified Credit Institution MFO Rico Express LLC (the “Company”, registration ID: 205034639) was
established as limited liability company on 1 July 2004 under the laws of Georgia.

On 11 April 2007 the Company was registered as microfinance organization by the National Bank of
Georgia (“NBG”) with the registration number #80407. On 26 June 2013 the Company obtained
status of qualified credit institution from the NBG.

Legal address of the Company is 70 Chavchavadze ave, Thilisi, Georgia.

The Company’s main activities are issuance of small and medium-sized loans to individuals
collateralized by immovable and movable property (mostly precious metals and real estate), currency
dealing and money transfers.

As at 31 December 2023 and 31 December 2022, Mrs Dali Urushadze was the sole owner of the
Company.

Business environment

The Company’s operations are located in Georgia. The Company is exposed to the economic and
financial markets of Georgia which display characteristics of an emerging market. The legal, tax and
regulatory frameworks continue development, but are subject to varying interpretations and frequent
changes which together with other legal and fiscal impediments contribute to the challenges faced
by entities operating in Georgia. The financial statements reflect management’s assessment of the
impact of Georgian business environment on the operations and the financial position of the
Company. The future business environment may differ from management’s assessment.

As a result of the Russia’s invasion to Ukraine, many leading countries and economic unions have
announced severe economic sanctions on Russia, including Russian banks, other entities and
individuals. Since the start of the war, there has been a significant volatility of the Russian rubble
against foreign currencies, as well as significant loss of value on the securities markets in Russia
and of Russian companies listed in other markets. The situation is still unfolding, but it has already
resulted in a humanitarian crisis and huge economic losses in Ukraine, Russia and the rest of the
world. Ukraine and Russia are important trade partners of Georgia. The war has had a significant
impact on the Georgian economy; remittances from Russian and Ukrainian citizens relocated to
Georgia contributed to significant appreciation of Georgian Lari against foreign currencies and
towards 7.5% GDP growth over 2023 (2022: 11%). As the war is still waging, it is impossible to
reliably assess the ultimate impact this may have on the Company’s business as there is uncertainty
over the magnitude of the impact on the economy in general. The Company’s management is
monitoring the economic situation in the current environment.

2. Basis of preparation

General

These financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”).

The financial statements have been prepared under the historical cost convention except as
disclosed in the accounting policies below. Derivative financial instruments have been measured at
fair value.

The Company’s functional and presentation currency is the Georgian Lari (GEL). These financial
statements are presented in thousands of Georgian Lari (GEL) unless otherwise indicated.



Qualified Credit Institution MFO Rico Express LLC Notes to 2023 financial statements

(Thousands of Georgian Lari)

3. Material accounting policy information
Changes in accounting policies

The following standards/interpretations relevant to the Company’s activities that became effective in
2023 had no impact on the Company’s financial position or results of operations:

> Disclosure of Accounting Policies — Amendments to IAS 1 and IFRS Practice Statements 2

The amendment’s aim is to help entities provide accounting policy disclosures that are more useful
by replacing the requirement for entities to disclose their ‘significant’ accounting policies with a
requirement to disclose their ‘material’ accounting policies and adding guidance on how entities
apply the concept of materiality in making decisions about accounting policy disclosures.

The Company assessed the impact of the amendment, which has an impact on the disclosures of
accounting policies, but did not have an impact on measurement, recognition, and presentation of
the Company’s financial statements.

The Company revised its disclosure of accounting policies as presented in this note. The revised
material accounting policy information focuses on how the Company has applied the requirements
of the IFRSs to its own circumstances and includes largely items where the Company chose an
accounting policy from one or more options permitted by IFRSs, items subject to significant
judgments or estimates, and excludes information that only duplicates or summarizes the
requirements of IFRSs, as well as accounting policies about immaterial matters.

> IFRS 17 Insurance Contracts

IFRS 17 is effective for reporting periods beginning on or after 1 January 2023. IFRS 17 applies to
all types of insurance contracts (i.e., life, non-life, direct insurance, and re—insurance), regardless of
the type of entities that issue them, as well as to certain guarantees and financial instruments with
discretionary participation features. A few scope exceptions will apply.

The Company evaluated insurance risks associated with its contracts, taking into consideration the
scope exclusions for certain products, and concluded that IFRS 17 does not have a material impact
on the financial statements for the year ended 31 December 2023.

> Definition of Accounting estimates — Amendments to IAS 8,

> Deferred Tax related to Assets and Liabilities arising from a Single Transaction — Amendments
to IAS 12

> International Tax Reform — Pillar two model Rules — Amendments to IAS 12.
Fair value measurement

The Company measures financial instruments, such as derivatives, at fair value at each balance
sheet date.

The Company uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximising the use of relevant observable inputs
and minimising the use of unobservable inputs. All assets and liabilities for which fair value is
measured or disclosed in the financial statements are categorized within the fair value hierarchy,
described as follows, based on the lowest level input that is significant to the fair value measurement
as a whole:

> Level 1 — quoted (unadjusted) market prices in active markets for identical assets or liabilities.

> Level 2 — valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable.

> Level 3 — valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable.

6



Qualified Credit Institution MFO Rico Express LLC Notes to 2023 financial statements

(Thousands of Georgian Lari)

3. Material accounting policy information (continued)
Fair value measurement (continued)

For assets and liabilities that are recognised in the financial statements on a recurring basis,
Company determines whether transfers have occurred between Levels in the hierarchy by
re—assessing categorization (based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.

Financial assets and liabilities
Initial recognition
Date of recognition

All regular way purchases and sales of financial assets are recognised on the settlement date i.e.
the date that the purchased asset is delivered to the Company. Regular way purchases or sales are
purchases or sales of financial assets that require delivery of assets within the period generally
established by regulation or convention in the marketplace.

Initial measurement

The classification of financial instruments at initial recognition depends on their contractual terms
and the business model for managing the instruments. Financial instruments are initially measured
at their fair value and, except in the case of financial assets and financial liabilities recorded at fair
value through profit or loss (FVPL), transaction costs are added to, or subtracted from, this amount.

Measurement categories of financial assets and liabilities

The Company classifies all of its financial assets based on the business model for managing
the assets and the asset’s contractual terms, measured at either:

> Amortised cost;

> Fair value through other comprehensive income (FVOCI);

> FVPL.

The Company classifies and measures its derivative portfolio at FVPL. The Company may designate

financial instruments at FVPL, if so doing eliminates or significantly reduces measurement or
recognition inconsistencies.

Financial assets at amortized cost
The Company measures loans to customers and other financial investments at amortised cost if both

of the following conditions are met:

> The financial asset is held within a business model with the objective to hold financial assets
in order to collect contractual cash flows;

> The contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding (SPPI).

Cash and cash equivalents

Cash and cash equivalents in the statement of financial position and statement of cash flows
comprise cash at banks and on hand and short—term highly liquid deposits with a maturity of ninety
days or less, that are readily convertible to a known amount of cash and subject to an insignificant
risk of changes in value.



Qualified Credit Institution MFO Rico Express LLC Notes to 2023 financial statements

(Thousands of Georgian Lari)

3. Material accounting policy information (continued)
Derivative financial instruments

In the normal course of business, the Company enters into foreign currency cross currency swaps
in the foreign exchange market. The counterparties are mostly local banks.

The fair values are estimated based on pricing models that take into account the current market and
contractual prices of the underlying instruments and other factors, including the counterparty’s and
Company’s own credit risk. Derivatives are carried as assets when their fair value is positive and as
liabilities when it is negative. Gains and losses resulting from these instruments are included in the
statement of profit or loss within net gains/(losses) from foreign currencies.

Although the Company has derivative instruments for risk hedging purposes, these instruments do
not qualify for hedge accounting.

Borrowed funds, debt securities issued and issued promissory notes

Issued financial instruments or their components are classified as liabilities, where the substance of
the contractual arrangement results in the Company having an obligation either to deliver cash or
another financial asset to the holder, or to satisfy the obligation other than by the exchange of a fixed
amount of cash or another financial asset for a fixed number of own equity instruments. Such
instruments include debt securities issued, promissory notes issued and borrowed funds. After initial
recognition, borrowings are subsequently measured at amortised cost using the effective interest
method. Gains and losses are recognised in profit or loss when the borrowings are derecognised as
well as through the amortisation process.

Derecognition of financial assets and liabilities
Financial liabilities

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

Where an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability and the recognition of a new liability,
and the difference in the respective carrying amounts is recognized in profit or loss.

Write—off

Financial assets are written off either partially or in their entirety only when the Company has stopped
pursuing the recovery. Lombard loans together with the associated allowance are usually written off
and the collateral is repossessed when the respective loan becomes overdue for more than 60-90
days. Non-performing mortgage loans are written—off when collateral recovery procedures are
completed or no further cash inflows are expected from the borrower or collateral, which may take
up to 2 years. If the amount to be written off is greater than the accumulated loss allowance, the
difference is first treated as an addition to the allowance that is then applied against the gross
carrying amount. Any subsequent recoveries are credited to credit loss expense. A write—off
constitutes a derecognition event.
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3. Material accounting policy information (continued)
Leases
Company as alessee

The Company applies a single recognition and measurement approach for all leases, except for
short-term leases and leases of low-value assets. The Company recognises lease liabilities to make
lease payments and right—of-use assets representing the right to use the underlying assets.

In calculating the present value of lease payments, the Company uses the incremental borrowing
rate at the lease commencement date as the interest rate implicit in the lease is normally not readily
determinable.

Short-term leases and leases of low value assets

The Company applies the short—term lease recognition exemption to its short-term leases (i.e.,
those leases that have a lease term of 12 months or less from the commencement date and do not
contain a purchase option). It also applies the lease of low—-value assets recognition exemption to
certain leases of assets that are considered of low value (i.e., below GEL 15 thousand). Lease
payments on short-term leases and leases of low value assets are recognised as expense on a
straight-line basis over the lease term.

Precious metals

Gold and other precious metals received as repossessed collateral in settlement of loans from
non-performing borrowers are initially recorded cost which equals net carrying value of the
extinguished loan at repossession date. Subsequently it is measured at fair value determined at
Bloomberg bid prices less expected melting costs. Changes in the fair value after initial recognition
and gains/losses from disposal of gold bullions are recorded within other income. As sales of
precious metals and other repossessed collateral are incidental to the main revenue-generating
activities of the Company, the Company presents the results of such transactions by netting any
income with related expenses arising on the same transaction.

Property and equipment

Property and equipment are carried at cost, excluding the costs of day-to—day servicing, less
accumulated depreciation and any accumulated impairment.

Depreciation of an asset begins when it is available for use. Depreciation is calculated on a
straight-line basis over the following estimated useful lives:

Years

Buildings 20-25
Computers and communication
Office equipment

Vehicles

Other

g1 o1 01O

Leasehold improvements are depreciated over lower of their useful life and respective lease term.

The asset’s residual values, useful lives and methods are reviewed, and adjusted as appropriate, at
each financial year—-end. Land is not depreciated.



Qualified Credit Institution MFO Rico Express LLC Notes to 2023 financial statements

(Thousands of Georgian Lari)

3. Summary of accounting policies (continued)
Recognition of income and expenses

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the
Company and the revenue can be reliably measured.

Interest and similar income and expense

The Company calculates interest revenue on debt financial assets measured at amortized cost or at
FVOCI by applying the EIR to the gross carrying amount of financial assets other than
credit—-impaired assets. EIR is the rate that exactly discounts estimated future cash payments or
receipts through the expected life of the financial instrument or a shorter period, where appropriate,
to the net carrying amount of the financial asset or financial liability. The calculation takes into
account all contractual terms of the financial instrument (for example, prepayment options) and
includes any fees or incremental costs that are directly attributable to the instrument and are an
integral part of the effective interest rate, but not future credit losses. The carrying amount of
the financial asset or financial liability is adjusted if the Company revises its estimates of payments
or receipts. The adjusted carrying amount is calculated based on the original effective interest rate
and the change in carrying amount is recorded as interest revenue or expense.

When a financial asset becomes credit—-impaired, the Company calculates interest revenue by
applying the effective interest rate to the net amortised cost of the financial asset. If the financial
assets cures and is no longer credit—-impaired, the Company reverts to calculating interest revenue
on a gross basis.

Fee and commission income

The Company earns fee and commission from money transfers that are recognised on completion
of the underlying transaction. Each operation is treated as a separate performance obligation.
Settlement of accrued income usually occurs either concurrently with the underlying transaction or
within up to 30 days from the transaction date.

Foreign currency translation

The financial statements are presented in Georgian Lari, which is the Company’s functional and
presentation currency. Transactions in foreign currencies are initially recorded in the functional
currency, converted at the rate of exchange ruling at the date of the transaction. Monetary assets
and liabilities denominated in foreign currencies are retranslated at the functional currency rate of
exchange ruling at the reporting date. Gains and losses resulting from the translation of foreign
currency transactions are recognised in the statement of profit or loss as gains less losses from
foreign currencies - translation differences.

Differences between the contractual exchange rate of a transaction in a foreign currency and the
National Bank of Georgia exchange rate on the date of the transaction are included in Net gains/losses
from foreign currencies.

As at 31 December 2023, USD/GEL exchange rate was 2.6894 (31 December 2022: 2.702).
Segment reporting

Chief operating decision maker evaluates the Company as a single operating segment, based on its
reported IFRS results. Majority of the Company’s income and assets are located in Georgia. There
was no single external counterparty amounting to more than 10% of Company’s revenue for 2023
or 2022.
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3. Summary of accounting policies (continued)
Standards issued but not yet effective

The new and amended standards and interpretations that are issued, but not yet effective, up to
the date of issuance of the Company’s financial statements are disclosed below. The Company
intends to adopt these new and amended standards and interpretations, if applicable, when they
become effective:

> Amendments to IFRS 16: Lease Liability in a Sale and leaseback;
> Amendments to IAS 1: Classification of Liabilities as Current or Non—current;

> Supplier Finance Arrangements — Amendments to IAS 7 and IFRS 7.

The amendments listed above become effective from 1 January 2024. The Company does not
expect material impact on its financial statements from adopting these amendments.

4.  Significant accounting judgments and estimates

The preparation of financial statements in conformity with IFRS requires management to make
judgments, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses.

Estimation uncertainty

In the process of applying the Company’s accounting policies, management made estimates in
determining the amounts recognised in the financial statements. The most significant use of
estimates are as follows:

Allowance for expected credit losses

The measurement of expected credit losses on loans to customers under IFRS 9 requires
judgement, in particular, the estimation of the amount and timing of future cash flows and collateral
values when determining expected credit losses and the assessment of a significant increase in
credit risk. These estimates are driven by a number of factors, changes in which can result in different
levels of allowances. The Company’s ECL calculations are outputs of complex models with a number
of underlying assumptions regarding the choice of variable inputs and their interdependencies.
Elements of the ECL models that are considered accounting judgements and estimates include:

> The Company'’s criteria for assessing if there has been a significant increase in credit risk and
so allowances for financial assets should be measured on a lifetime ECL basis and the
gualitative assessment;

> The segmentation of financial assets when their ECL is assessed on a collective basis;
> Development of ECL models, including the various formulae and the choice of inputs;

> Determination of associations between macroeconomic scenarios and economic inputs, such
as foreign exchange rates and gold commaodity prices, and the effect on PDs and LGDs;

> Selection of forward-looking macroeconomic scenarios and their probability weightings, to
derive the economic inputs into the ECL models.

The amount of expected credit losses in relation to loans to customers recognized in the statement
of financial position at 31 December 2023 was 1,517 (2022: 4,050). ECL reversal in 2023 is mostly
attributable to increase in gold prices, which positively affected collateral values for the lombard
portfolio and resulting LGD. More details are provided in Notes 7 and 21.

11
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4.  Significant accounting judgments and estimates (continued)
Estimation uncertainty (continued)
Leases — determining the lease term of contracts with renewal and termination options

The Company determines the lease term as the non—cancellable term of the lease, together with
any periods covered by an option to extend the lease if it is reasonably certain to be exercised, or
any periods covered by an option to terminate the lease, if it is reasonably certain not to be exercised.
The Company did not recognize lease liability for the portion of lease payments subject to termination
option in periods over 5-10 years (depending on the nature of the underlying assets), which
represents a significant judgment. Lease payments subject to termination options expected to be
exercised and in respect of which no lease liability was recognized amounted to GEL 7,400 as at 31
December 2023 (2022: GEL 10,564).

5. Cash and cash equivalents and amounts due from credit institutions

Cash and cash equivalents comprise:

2023 2022
Cash on hand 45,015 50,948
Current accounts with other credit institutions 9,946 58,582
54,961 109,530

As at 31 December 2023, GEL 8,300 or 83% (2022: GEL 58,376 or 99%) of current accounts with
other credit institutions is placed within two (2022: three) Georgian banks that have rating BB Fitch)
(2022: BB~ (Fitch)).

As at 31 December 2023, amounts due from credit institutions include GEL 19,252 term deposits
denominated in GEL, placed in a Georgian bank with B+ (Fitch) rating and GEL 26,955 term deposits
denominated in USD, placed in a Georgian Bank without external rating.

Expected credit losses on cash equivalents and amounts due from credit institutions are insignificant
and there were no significant movements in ECL during the period. No significant increase in credit
risk occurred on current accounts with other credit institution and amounts due from credit institutions
since origination.

6. Derivative financial instruments

The Company enters into derivative financial instruments to mitigate currency risk. The table below
shows the fair values of derivative financial instruments as at 31 December 2023 and 2022, recorded
as assets or liabilities, together with their notional amounts. The notional amount, recorded gross, is
the amount of a derivative’s underlying asset and is the basis upon which changes in the value of
derivatives are measured. The notional amounts indicate volume of transactions outstanding at the
year end and are not indicative of the credit risk.

31 December 2023 31 December 2022
Notional Fair values Notional Fair values
amount Asset Liability amount Asset Liability

Foreign exchange contracts
Cross—currency swaps — domestic 76,708 642 - 147,888 825 -

Cross—currency swaps are contractual agreements between two parties to exchange movements in
foreign currency rates based on specified notional amounts.

12
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7. Loans to customers

The Company issues small and medium-sized loans to individuals: mortgage loans secured by real
estate, and Lombard loans secured by precious metals (mostly gold) and jewellery.

Lombard loans are issued normally from one month to one year period, with an option to roll-over
at the mutual agreement of the borrower and the Company.

Loans to customers comprise:

2023 2022
Lombard loans 459,522 416,441
Mortgage loans 9,711 13,458
Gross loans to customers 469,233 429,899
Less: expected credit losses (1,517) (4,050)
Loans to customers 467,716 425,849

Expected credit losses on loans to customers

An analysis of changes in ECL in relation to loans to customers during the year ended 31 December
2023 is as follows:

Lombard loans Stage 1 Stage 2 Stage 3 Total
ECL as at 1 January 2023 2,936 146 881 3,963
New assets originated or purchased 737 - - 737
Assets repaid (627) (15) (227) (869)
Transfers to Stage 1 25 (24) (D) -
Transfers to Stage 2 (15) 15 - -
Transfers to Stage 3 (98) - 98 -
Foreign exchange, change in models and

inputs and other movements (1,654) (86) (644) (2,384)
At 31 December 2023 1,304 36 107 1,447
Mortgage loans Stage 1 Stage 2 Stage 3 Total
ECL as at 1 January 2023 31 - 56 87
New assets originated or purchased 1 - - 1
Assets repaid (1) - - (0]
Transfers to stage 1 4 (4) - -
Transfers to stage 3 (12) a7 29 -
Amounts written off - - (49) (49)
Foreign exchange, change in models and

inputs and other movements (5) 21 16 32
At 31 December 2023 18 - 52 70
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7. Loans to customers (continued)
Expected credit losses on loans to customers (continued)

An analysis of changes in the ECL in relation to loans to customers during the year ended 31
December 2022 is as follows:

Lombard loans Stage 1 Stage 2 Stage 3 Total
ECL as at 1 January 2022 255 22 591 868
New assets originated or purchased 4,097 - - 4,097
Assets repaid (3,408) (22) - (3,429)
Transfers to Stage 1 490 3) (487) -
Transfers to Stage 2 - 118 (118) -
Transfers to Stage 3 - (5) 5 -
Foreign exchange, change in models and

inputs and other movements 1,502 35 890 2,427
At 31 December 2022 2,936 146 881 3,963
Mortgage loans Stage 1 Stage 2 Stage 3 Total
ECL as at 1 January 2022 124 33 9 166
New assets originated or purchased 1 - - 1
Assets repaid Q) (16) - a7
Amounts written off - - (71) (71)
Foreign exchange, change in models and

inputs and other movements (93) (17) 118 8
At 31 December 2022 31 - 56 87

The significant changes in the gross carrying amount of the loan portfolio that contributed to the
changes in ECL in 2023 and 2022 were:

> Increase of Stage 1 Lombard loan portfolio as the result of issuance of the new loans;
> Decrease in Stage 1 mortgage loan portfolio through scheduled and early repayments.
> Write—offs of non—performing Stage 3 mortgage loans of GEL 49 (2022: GEL 71).

Collateral and other credit enhancements

The amount and type of collateral required depends on an assessment of the credit risk of the
counterparty. Guidelines are implemented regarding the acceptability of types of collateral and
valuation parameters.

The main types of collateral obtained are as follows:

> Precious metals;

> Real estate.

Management monitors the market value of collateral, requests additional collateral in accordance

with the underlying agreement, and monitors the market value of collateral obtained during its review
of the adequacy of the expected credit losses.

As at 31 December 2023, fair value of precious metals held as collateral under Lombard loans was

equal to GEL 489,841 (2022: GEL 399,437), of which GEL 4,143 (2022: GEL 1,333) was held in
relation to credit-impaired loans.
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7. Loans to customers (continued)
Collateral and other credit enhancements (continued)

In absence of collateral, expected credit loss in respect of credit—impaired mortgage loans would
have been higher by GEL 98 (2022: GEL 17). For the loans with gross carrying value of GEL 231,985
(2022: GEL 126,436 ) no ECL has been recognized because of the collateral.

In 2023, the Company repossessed collateral in form of precious metals amounting to GEL 30,986
(2022: GEL 18,742). The Company recognizes repossessed collateral as an asset in its statement
of financial position, as it determines that it controls the repossessed assets, which represents a
significant judgment. The Company’s policy is to dispose the repossessed collateral in orderly
fashion, which is achieved through either sale at the Company’s own shops or by bulk sales on
international market (which usually requires prior refinery), depending on the nature of the asset.

In normal course of business, the Company pledges the loans issued under its borrowings. As at 31
December 2023, carrying value of loans pledged as collateral under Company’s borrowings
amounted to GEL 53,200 (2022: GEL 152,002 ) and Debt securities issued are secured by loans
to customer with carrying value of GEL 169,000 (2022: nil) (Note 13 and Note 14).

8. Leases

The Company is a lessee in a number of lease arrangements for buildings that are used by the
Company as retail outlets. The agreements are mostly denominated in GEL and USD and have
contractual terms from 1 to 10 years, usually subject to termination options at predetermined notice
period. The terms of the arrangements usually provide for fixed payments only and do not contain
any types of variable payments.

The movements in right—of-use assets were as follows:

Right-of-use
assets
(buildings)
As at 1 January 2022 6,829
Additions 699
Depreciation expense (1,861)
As at 31 December 2022 5,667
Additions 1,660
Depreciation expense (2,037)
As at 31 December 2023 5,290

The movements in lease liabilities were as follows:

Lease liabilities

As at 1 January 2022 7,014
Additions 699
Interest expense 596
Payments (2,852)
Foreign exchange (418)
As at 31 December 2022 5,039
Additions 1,551
Interest expense 497
Payments (2,742)
Foreign exchange 299
As at 31 December 2023 4,644

The Company had total cash outflow for leases of GEL 2,927 (2022: GEL 2,965) from which outflows
for low value item and short—term leases amounted to GEL 185 (2022: GEL 113).
15
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8. Leases (continued)

As of 31 December the Company’s future cash flows on its lease arrangements comprised the
following:

2023 2022

Not later than 1 year 2,245 2,587
1 year to 2 year 1,780 2,053
2 year to 3 year 640 1,527
3 year to 4 year 213 517
4 year to 5 year 352 135
Later than 5 years 478 93

5,708 6,912
9. Property and equipment
The movements in property and equipment were as follows:

Computers
and
Land and communi- Office
buildings cation equipment Vehicles Total
Cost
31 December 2022 13,463 9,203 4,620 2,584 29,870
Additions 1,199 618 188 622 2,627
Disposals - - - (59) (59)
31 December 2023 14,662 9,821 4,808 3,147 32,438
Accumulated depreciation
and impairment

31 December 2022 (4,059) (5,505) (2,474) (1,492) (13,530)
Depreciation charge (573) (1,232) (650) (358) (2,813)
Disposals and write—offs - - - 32 32
31 December 2023 (4,632) (6,737) (3,124) (1,818) (16,311)
Net book value
31 December 2022 9,404 3,698 2,146 1,092 16,340
31 December 2023 10,030 3,084 1,684 1,329 16,127
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9. Property and equipment (continued)

Computers
and

Land and communi= Office

buildings cation equipment Vehicles Total
Cost
31 December 2021 13,460 6,432 4,443 1,892 26,227
Additions 3 2,771 177 706 3,657
Disposals - - - (14) (14)
31 December 2022 13,463 9,203 4,620 2,584 29,870
Accumulated depreciation

and impairment

31 December 2021 (3,515) (4,352) (1,820) (1,256) (10,943)
Depreciation charge (544) (1,153) (654) (248) (2,599)
Disposals and write—offs - - - 12 12
31 December 2022 (4,059) (5,505) (2,474) (1,492) (13,530)
Net book value
31 December 2021 9,945 2,080 2,623 636 15,284
31 December 2022 9,404 3,698 2,146 1,092 16,340

The Company’s buildings with the carrying value of GEL 697 (2022: GEL 731) are pledged as a
collateral for the loans obtained from Georgian banks (Note 13).

10. Income tax

The corporate income tax expense comprises:

2023 2022
Current tax charge (13,758) (8,838)
Deferred tax charge - origination and reversal of
temporary differences 90 (1,316)
Income tax expense (13,668) (10,154)

The effective income tax rate differs from the statutory income tax rates. A reconciliation of the
income tax expense based on statutory rates with actual is as follows:

2023 2022
Profit before tax 63,438 62,556
Statutory tax rate 20% 15%
Theoretical income tax expense at the statutory rate (12,688) (9,383)
Tax exempt income 1,229 88
Non-deductible expenditures (165) (54)
Effect of change in income tax legislation (2,044) (805)
Income tax expense (13,668) (10,154)
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10. Income tax (continued)

In 2016, an amendment to the current corporate taxation model applicable to financial institutions,
including banks and insurance businesses, became effective. The change implied a zero corporate
tax rate on retained earnings and a 15% corporate tax rate on distributed earnings starting from 1
January 2023 (as amended in 2018). In December 2022, further amendments to the Georgian tax
law in respect of corporate income tax for finance sector became enacted. The amendments became
effective from 1 January 2023 and under the new regulation, corporate income tax is increased up
to 20% for banks, credit unions, microfinance organizations (such as the Company) and lending
entities. In addition, with effect from 2023, taxable interest income and deductible expected credit
losses on loans to customers (ECL) are defined per IFRS, instead of the NBG regulations.

The change had an immediate impact on deferred tax asset and deferred tax liability balances
attributable to previously recognised temporary differences arising from prior periods. As at 31
December 2022, deferred tax assets and liabilities balances have been remeasured, in line with the
updated legislation. The change resulted in a material one—off deferred tax charge as previously the
Bank recognised deferred taxes only to the extent they were expected to realise before 1 January
2023.

As at 31 December 2022, the Company determined that accumulated temporary differences related
to gross carrying value of loans to customers would be taxed at 15% at transition, similarly to the
transition rules applicable to temporary differences for ECL. Following a clarification from relevant
authorities obtained subsequent to 2022 financial statements release date, the applicable tax rate
for such differences was set at 20%, which did not have material effect on current tax charge for
2023.

Deferred tax assets and liabilities as of 31 December and their movements for the respective years
comprise:

Origination Origination

and reversal and reversal

of temporary of temporary

differences differences

1January In profitor In profit or
2022 loss 2022 loss 2023
Tax effect of deductible
temporary differences
Intangible assets 8 (6) 2 ) (5)
Promissory notes issued 121 (14) 107 (102) 5
Derivative financial liabilities 54 (54) - - -
Lease liability 1,052 (44) 1,008 (78) 930
Other liabilities 666 (437) 229 (49) 180
Other assets 612 - 612 (612) -
Deferred tax asset 2,513 (555) 1,958 (848) 1,110
Unrecognized deferred tax asset (612) - (612) 612 -
Deferred tax asset, net 1,901 (555) 1,346 (236) 1,110
Tax effect of taxable temporary
differences

Property and equipment (88) (852) (940) (1,944) (2,884)
Loans to customers (1,560) 379 (2,181) 1,181 -
Inventories (2,275) 234 (2,042) 882 (1,160)
Right-of-use assets (743) (424) (1,168) 111 (1,057)
Derivative financial assets - (96) (96) 96 -
Deferred tax liability (2,765) (1,316) (4,081) 90 (3,991)

Unrecognized deferred tax asset relates to a written—off receivable in respect of the which the
Company does not consider probable to obtain documentary evidence supporting tax deduction prior
to expiration of respective statutory deduction claim period.
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11. Other assets

Other assets comprise:

2023 2022
Other financial assets
Receivables from money transfer companies 10,640 5,039
10,640 5,039
Other non—financial assets
Gold bullions 2,677 8,344
Repossessed jewellery 3,271 1,860
Other 1,523 1,268
7,471 11,472
Total other assets 18,111 16,511

Expected credit losses on receivables from money transfer companies are insignificant as at 31
December 2023 and 2022.
12. Promissory notes issued

As of 31 December 2023 and 2022, the Company had issued short-term (mainly 1 year)
interest—bearing promissory notes denominated in GEL and USD:

Currencies 2023 2022

usD 80,857 90,941

GEL 20,080 24,322
100,937 115,263

Interest rates on promissory notes range from 10% to 13% in GEL and from 3% to 5% in USD.

13. Borrowed funds

The Company’s borrowed funds comprised of the following as at 31 December 2023 and 2022:

2023 2022
Borrowings from local commercial banks 41,299 130,581
Borrowings from related party 890 2,363
42,189 132,944

As at 31 December 2023, the Company obtained borrowings denominated in GEL from Georgian
commercial banks with interest rates from 11.5% to 13.5% (2022: from 12% to 14%), both fixed rate
and linked to the Thilisi Interbank Rate (TIBR) and NBG refinancing rate, in total amount of GEL
41,299 (2022: 130,581).

The Company has GEL-denominated borrowing with an amount of GEL 890 (2022: GEL 2,363)
from an entity controlled by key management personnel with fixed interest rate of 13.5% and maturity
in September 2024.

As at 31 December 2023, the borrowings from local commercial banks with carrying value of GEL
41,284 (2022: GEL 98,200) are secured by loans to customer with carrying value of GEL 53,200
(2022: GEL 152,002) (Note 7).

The Company’s buildings with the carrying value of GEL 697 (2022: GEL 731) are pledged as
collateral for the loan obtained from a Georgian bank (Note 13).

As at 31 December 2022 a related party (entity controlled by key management personnel) provided
buildings as collateral for GEL 12,000 loan obtained from a Georgian bank.
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14. Debt securities issued
The Company’s debt securities issued comprised of the following as at 31 December 2023 and 2022:

2023 2022
Issued bonds 129,693 -

In March 2023, the Company issued and listed on Georgian Stock Exchange 3 year
GEL-denominated bonds with nominal value of GEL130,000 and coupon rate of TIBR+2%. The
proceeds from issuance were applied to refinance existing borrowings of the Company from local
commercial banks. As at 31 December 2023, debt securities issued are secured by loans to
customer with carrying value of GEL 169,000.

15. Other liabilities

Other liabilities consisted of the following:

2023 2022
Other financial liabilities
Payables and security deposits related to money transfer activities 4,069 12,950
Prepayments for loans to customers 1,759 -
Promissory notes matured but not yet claimed by the customers 1,207 -
7,035 12,950
Other non-financial liabilities
Tax payables other than income tax 601 369
Other 2,643 1,914
3,244 2,283
Total other liabilities 10,279 15,233

16. Equity

Charter capital represents the nominal amount of capital in the founding documentation of the
Company and is subject to state registration. As at 31 December 2023 and 2022, charter capital of
the Company amounted to GEL 1,584.

Dividends

In accordance with Georgian legislation the Company can distribute dividends from its annual or
semi—annual profits.

In 2023, the Company declared and fully paid GEL 35,062 (2022: GEL 2,166) dividends to the
shareholder.

17. Commitments and contingencies
Legal

In the ordinary course of business, the Company is subject to legal actions and complaints. The
Company was not part of any material litigation as at 31 December 2023 and 2022. Management
believes that the ultimate liability, if any, arising from such actions or complaints will not have a
material adverse effect on the financial condition or the results of future operations of the Company.
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18. Commission income from money transfers and commission expenses

Commission income from money transfers comprise:

2023 2022
Inbound transfers 7,052 8,322
Outbound transfers 1,178 1,206
8,230 9,528
Commission expenses (1,353) (1,047)
Net commission income 6,877 8,481

Main geographies for inbound transfers include Russia, Germany and lItaly.

Commission expenses amounting to GEL 1,353 (2022: 1,047) represent commission paid to a
related party for money transfers made by customers to the Company via payment terminals.

19. Gain from sale of repossessed gold and other income

Gain from sale of repossessed gold and other income comprises:

2023 2022
Gain from sale and revaluation of repossessed gold 265 198
Gain from disposal of property and equipment - 2
Other 353 58
618 258
20. Other general and administrative expenses
Other general and administrative expenses comprise:
2023 2022
Communication and utility 1,691 1,666
Repair and maintenance of property and equipment 1,464 1,417
Insurance expenses 1,197 302
Security cost 874 668
Legal and consulting cost 422 293
Office equipment and stationery 277 420
Representative expenses 249 78
Business trip expense 214 69
Occupancy and rent 185 113
Operating taxes 165 158
Bank commission 94 105
Advertisement cost 22 165
Other expenses 465 173
7,319 5,626
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20. Other general and administrative expenses (continued)
Auditor’s remuneration

Legal and consulting cost includes auditor's remuneration. Remuneration of the Company’s external
auditor for the years ended 31 December 2023 and 2022 comprises:

2023 2022
Fees for the audit of the Company’s annual financial statements
for the year ended 31 December 178 135
Expenditures for other professional services 22 22
200 157

21. Risk management
Introduction

Risk is inherent in the Company’s activities, but it is managed through a process of ongoing
identification, measurement and monitoring. This process of risk management is critical to the
Company’s continuing profitability. Top management is responsible for and is directly involved in
most of the risk management activities. The Supervisory Board of the Company takes appropriate
risk management decisions (that cover both financial risks described below, and business risks such
as changes in the environment, technology and industry) on its regular meetings that are conducted
at least twice a month. Formalized risk management process is currently being developed. The
Company is exposed mostly to credit risk, liquidity risk and foreign exchange risk. It is also subject
to operational risks.

Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other
party by failing to discharge an obligation.

The Company’s maximum exposure to credit risk equals the carrying value of its cash and due from
credit institutions (other than cash on hand), loans issued, receivables and derivative financial
assets.

Credit risks associated with Lombard loans is mainly managed by requesting collaterals for the loans.
In addition the Company limits and monitors the amount of Lombard loans granted to one borrower
(maximum GEL 100 thousand) and there are no individual borrowers with significant balance in
relation to the total Lombard loans balance.

For mortgage loans the requesting person first fills the loan application which is discussed and
analysed by the credit department of the Company. If the application is accepted as eligible by the
credit department, then the face—to—face interview with the customer is conducted by the Company’s
director and the chairman of the supervisory board. If the Company’s director and the chairman of
the supervisory board conclude that the credit risk for this client is at acceptable level then the
property subject to mortgage is assessed and the mortgage loan is issued in the amount not
exceeding 30% of the property’s liquidation value, which is the estimated amount which can be
received selling the asset more quickly than it would be for unforced sale to independent willing
buyer.

For a Lombard loan, if the borrower fails to pay for more than 30 days the Company sends official
warning letter to the customer and if the borrower still fails to pay amount due for 60 days (which the
Company therefore determined to be a default criterion for lombard loans in accordance with its
credit risk management practice), then the Company repossesses the collateral.
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21. Risk management (continued)
Credit risk (continued)

For mortgage loans, the official warning letter is sent if the borrower fails to pay for more than 15
days and the letter is also published in a newspaper. If the borrower fails to pay amounts due on
time the Company’s personnel contacts the client via phone call or SMS and request to cover the
amount. Normally, the Company goes to court requesting sale of collateralized immovable property
only when the loan is more than 120 days overdue. Though there are some cases, when the
Company tries to re—negotiate loan terms with client to avoid selling mortgaged property. Normally,
the courts satisfy the Company’s request and the assets are sold to cover the amount owed by
borrower to the Company, but often penalties are not covered. Court dealings may take about a year
and the enforcement process may take three more months.

Expected credit loss for other financial assets except for loans to customers is estimated as
immaterial mostly due to short period of exposure to credit risk.

The effect of collateral and other risk mitigation techniques is shown in Note 7.
Impairment assessment

The Company calculates ECL based on several probability—weighted scenarios to measure the
expected cash shortfalls, discounted at an approximation to the EIR. A cash shortfall is the difference
between the cash flows that are due to an entity in accordance with the contract and the cash flows
that the entity expects to receive. The mechanics of the ECL calculations are outlined below and the
key elements are as follows:

The Probability of Default is an estimate of the likelihood of default over a given time horizon.

A default may only happen at a certain time over the assessed period, if the facility has not
PD been previously derecognised and is still in the portfolio.

The Exposure at Default is an estimate of the exposure at a future default date, taking into

account expected changes in the exposure after the reporting date, including repayments of

principal and interest, whether scheduled by contract or otherwise, expected drawdowns on
EAD committed facilities, and accrued interest from missed payments.

The Loss Given Default is an estimate of the loss arising in the case where a default occurs at

a given time. It is based on the difference between the contractual cash flows due and those

that the lender would expect to receive, including from the realisation of any collateral. It is
LGD usually expressed as a percentage of the EAD.

The ECL allowance is based on the credit losses expected to arise over the life of the asset (the lifetime
expected credit loss or LTECL), unless there has been no significant increase in credit risk since
origination, in which case, the allowance is based on the 12 months’ expected credit loss (12mECL).
The 12mECL is the portion of LTECL that represent the ECLs that result from default events on a
financial instrument that are possible within the 12 months after the reporting date. Both LTECL and
12mECL are calculated on either an individual basis or a collective basis, depending on the nature of
the underlying portfolio of financial instruments.
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21. Risk management (continued)
Credit risk (continued)

The Company has established a policy to perform an assessment, at the end of each reporting
period, of whether a financial instrument’s credit risk has increased significantly since initial
recognition, by considering the change in the risk of default occurring over the remaining life of the
financial instrument. Based on the above process, the Company groups its loans into Stage 1, Stage
2, Stage 3 and POCI, as described below:

When loans are first recognized, the Company recognizes an allowance based on 12mECL.
Stage 1 loans also include facilities where the credit risk has improved and the loan has been

Stage 1: reclassified from Stage 2.

When a loan has shown a significant increase in credit risk since origination, the Company
records an allowance for the LTECL. Stage 2 loans also include facilities, where the credit risk

Stage 2: has improved and the loan has been reclassified from Stage 3.

Stage 3: Loans considered credit-impaired. The Company records an allowance for the LTECL.
Purchased or originated credit impaired (POCI) assets are financial assets that are credit impaired
on initial recognition. POCI assets are recorded at fair value at original recognition and interest
revenue is subsequently recognized based on a credit-adjusted EIR. ECL are only recognized or

POCI: released to the extent that there is a subsequent change in the lifetime expected credit losses.

PD estimation process

PD is estimated through macro model, which describes relationship between historical PDs for
Lombard and mortgage portfolios and macroeconomic variables such as real GDP growth and
XAU/GEL exchange rate. Based on estimation results and predicted macro variables provided by
the NBG PDs are forecasted. The model is re—estimated annually, and other macroeconomic
variables are incorporated if they improve explanatory power of the model.

In case the historical default statistics is not considered fully representative of the credit quality of
the loan portfolio (for example, due to the effects of Government—-initiated grace periods or low
number of default observations), the management might apply, based on their professional
judgment, overlay adjustment to those historical statistics in order to arrive to PD estimates the
management considers to be the best estimate of probability of default as at the reporting date.

Exposure at default

The exposure at default (EAD) represents the gross carrying amount of the financial instruments
subject to the impairment calculation. To calculate the EAD for a Stage 1 loan, the Company
assesses the possible default events within 12 months for the calculation of the 12mECL. For Stage
2, Stage 3 and POCI financial assets, the exposure at default is considered for events over the
lifetime of the instruments.

The Company determines EADs as current gross carrying value of the financial asset. The effect of
expected prepayments is deemed to be immaterial considering relatively short term structure of the
outstanding loan portfolio as at the reporting date.

Loss given default
LGD values are reassessed regularly. The credit risk assessment is based on a standardised LGD
assessment framework that results in a certain LGD rate. These LGD rates take into account the

expected EAD in comparison to the amount expected to be recovered or realised from any collateral
held.
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21. Risk management (continued)
Credit risk (continued)

The Company has 2 portfolio segments — Lombard and mortgage loans. For mortgage loans, the
Company historically collected loss data and statistically calculated LGD based on historical loan
recovery data and takes into account historical losses incurred on unsecured exposures. For
Lombard loans, LGD was estimated with reference to fair values of gold collateral held as at the
reporting date or, where appropriate, to their average values for the reporting period.

Where appropriate, further recent data and forward-looking economic scenarios are used in order
to determine the IFRS 9 LGD rate for Lombard portfolio, such as forecasted gold prices. When
assessing forward-looking information, the expectation is based on multiple scenarios, which are
revised regularly For mortgage portfolio, incorporation of forward—-looking information is deemed to
have immaterial effect on LGD.

Significant increase in credit risk

The Company continuously monitors all assets subject to ECLs. In order to determine whether an
instrument or a portfolio of instruments is subject to 12mECL or LTECL, the Company assesses
whether there has been a significant increase in credit risk since initial recognition. The Company
considers an exposure to have significantly increased in credit risk when the overdue days exceeds
30.

The Company also applies a secondary qualitative method for triggering a significant increase in
credit risk for an asset, such as the account becoming restructured due to credit event (but excluding
restructurings arising from Government-initiated grace period programs).

The Company assesses ECLs on its loan portfolio only on a collective basis as all of the Company’s
loans are considered individually insignificant. The Company identifies groups of loans that share
similar credit risk profile based on product (Lombard and mortgage), currency (GEL or foreign
currency), and number of overdue days.

Definition of default

The Company considers a financial instrument defaulted and therefore Stage 3 (credit—impaired) for
ECL calculations in all cases when the borrower becomes 90 days past due on its contractual
payments (60 days for lombard loans, consistent with Company’s credit risk management practice
that assumes repossession of collateral after 60 days delinquency period).

Forward-looking information and multiple economic scenarios

In its ECL models, the Company relies on a broad range of forward—looking information as economic
inputs, such as:

> GDP growth;

> Foreign exchange rates;

> Gold price.

The inputs and models used for calculating ECLs may not always capture all characteristics of the
market at the date of the financial statements.
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21. Risk management (continued)

Credit risk (continued)

The Company obtains the forward-looking information, except for gold price, from the NBG.
Forward-looking gold prices are determined with reference to publicly available forecasts and
historical volatilities and observations of gold price. The tables below show the values of the
forward-looking economic variables/assumptions used in each of the economic scenarios for the

ECL calculations.

ECL Assigned
Key drivers As at 31 December 2023 scenario probabilities,% 2024
GDP growth, %
Upside 25% 6.5%
Base case 50% 5.0%
Downside 25% 3.0%
USD/GEL exchange rate change
Upside 25% -3.0%
Base case 50% 0.0%
Downside 25% 15.0%
Gold (XUA) price, USD per tr oz
Upside 11% 5.7%
Base case 1 50% 8.1%
Base case 2 23% 0.0%
Downside 1 11% -4.9%
Downside 2 5% -28.3%
Assignhed
ECL probabilities,
Key drivers As at 31 December 2022 scenario % 2023
GDP growth, %
Upside 25% 6.0%
Base case 50% 4.0%
Downside 25% 2.0%
USD/GEL exchange rate change
Upside 25% -2.0%
Base case 50% 0.0%
Downside 25% 15.0%
Gold (XUA) price, USD per tr oz
Upside 9% 5.4%
Base case 1 50% -5.7%
Base case 2 18% 1.2%
Downside 1 15% -1.7%
Downside 2 9% -5.2%

As at 31 December 2023 and 2022, the management performed gold price forecasts in light of
significant volatility of gold prices observed in 2022-2023, by adding additional downside scenario

that assumes return of gold prices to the levels observed as at 31 December 2019.
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21. Risk management (continued)
Credit risk (continued)
Credit quality per class of financial assets

The table below shows the credit quality of loans to customers:

Past due
Past due Past due Past due more than
31 December 2023 Note 0-30 30-60 60-90 90 Total
Loans to customers 7
Stage 1 445,041 - - - 445,041
Stage 2 6,718 3,799 - - 10,517
Stage 3 - - 1,965 1,999 3,964
- Lombard loans 451,759 3,799 1,965 1,999 459,522
Stage 1 9,404 - - - 9,404
Stage 2 92 64 - - 156
Stage 3 - - 21 130 151
- Mortgage loans 9,496 64 21 130 9,711
Total 461,255 3,863 1,986 2,129 469,233
Past due
Past due Past due Past due more than
31 December 2022 Note 0-30 30-60 60-90 90 Total
Loans to customers 7
Stage 1 406,863 - - - 406,863
Stage 2 6,384 984 - - 7,368
Stage 3 - - 1,281 929 2,210
- Lombard loans 413,247 984 1,281 929 416,441
Stage 1 10,200 - - - 10,200
Stage 2 3,163 20 2 - 3,185
Stage 3 - - - 73 73
- Mortgage loans 13,363 20 2 73 13,458
Total 426,610 1,004 1,283 1,002 429,899

The Company does not have internal credit rating system to evaluate credit quality of mortgage loans
to customers, and manages credit risk based on information about overdue days.

For Lombard portfolio, in addition to overdue information, the Company evaluates credit quality
based on loan-to—-value (LTV) ratio range as at 31 December 2023 and 31 December 2022:

As at 31 December

2023 0.5> 0.5-0.8 0.8-1 1-1.05 1.05-1.1 1.1-1.2 1.2< Total
Stage 1 10,769 78,521 290,211 45,629 10,702 3,768 5,441 445,041
Stage 2 223 1,612 6,625 1,002 314 264 477 10,517
Stage 3 25 536 2,965 370 35 13 20 3,964
Total 11,017 80,669 299,801 47,001 11,051 4,045 5,938 459,522
As at 31 December

2022 0.5> 0.5-0.8 0.8-1 1-1.05 1.05-1.1 1.1-1.2 1.2< Total
Stage 1 7,753 33,254 144,657 27,126 51,962 126,387 15,724 406,863
Stage 2 70 598 476 99 114 357 5,654 7,368
Stage 3 1 7 30 15 18 63 2,076 2,210
Total 7,824 33,859 145,163 27,240 52,094 126,807 23,454 416,441

See Note 7 for more detailed information with respect to the expected credit losses on loans to
customers.
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21. Risk management (continued)

Liquidity risk and funding management

Liquidity risk is the risk that the Company will be unable to meet its payment obligations when they
fall due under normal and stress circumstances. To limit this risk, management has arranged
diversified funding sources in addition to funding base represented by promissory notes, manages
assets with liquidity in mind, and monitors future cash flows and liquidity on a daily basis. This
incorporates an assessment of expected cash flows and the availability of high grade collateral which
could be used to secure additional funding if required.

Analysis of financial liabilities by remaining contractual maturities

The tables below summarize the maturity profile of the Company’s financial liabilities at 31 December
based on contractual undiscounted repayment obligations. Repayments which are subject to notice
are treated as if notice were to be given immediately. However, the Company expects that it will be
able to refinance or roll-over repayment on the earliest date the Company could be required to pay
and the table does not reflect the expected cash flows indicated by the Company’s promissory notes
refinancing history.

Up to 1lto 3 months to 1lto Over
31 December 2023 1 month 3 months 1 year 5 years 5 years Total
Borrowed funds 6,195 482 36,620 - - 43,297
Debt securities issued - 3,782 11,711 149,447 - 164,940
Promissory notes 8,031 18,271 77,435 - - 103,737
Lease liability 189 373 1,683 2,984 478 5,707
Other financial liabilities 4,069 - - - - 4,069
Total undiscounted
financial liabilities 18,484 22,908 127,449 152,431 478 321,750
Up to lto 3 months to 1lto Over
31 December 2022 1 month 3 months 1year 5 years 5 years Total
Borrowed funds 60,515 36,683 37,934 923 - 136,055
Promissory notes 7,595 11,665 99,909 - - 119,169
Lease liability 216 431 1,940 4,232 93 6,912
Other financial liabilities 12,950 - - - - 12,950
Total undiscounted
financial liabilities 81,276 48,779 139,783 5,155 93 275,086
Market risk

Currency risk

Foreign currency denominated assets and liabilities give rise to foreign exchange exposure. The
management controls currency risk by issuing loans and obtaining funding in the same currencies,
and entering into foreign currency derivative transactions.

Included in the next tables are the Company’s financial assets and financial liabilities at carrying
amounts, categorized by currency (presented in GEL equivalents).
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21. Risk management (continued)
Market risk (continued)

The following table shows the foreign currency exposure structure of financial assets and liabilities:

31 December 2023 GEL UsSD EUR Other Total
Cash and cash equivalents 25,715 9,565 17,882 1,799 54,961
Amounts due from credit institutions 19,252 26,955 - - 46,207
Loans to customers 456,210 12,892 131 - 469,233
Other financial assets 1,298 7,039 2,023 280 10,640
Total assets 502,475 56,451 20,036 2,079 581,041
Promissory notes issued (20,080) (80,857) - - (100,937)
Debt securities issued (129,693) - - - (129,693)
Borrowed funds (42,189) - - - (42,189)
Lease liability (2,504) (2,140) - - (4,644)
Other financial liabilities (3,198) (1,397) (2,375) (65) (7,035)
Total liabilities (197,664) (84,394) (2,375) (65) (284,498)
The effect of derivatives held for risk

management (76,071) 46,505 30,208 - 642
Net position after derivatives held

for risk management purposes 228,740 18,562 47,869 2,014 297,185
31 December 2022 GEL USD EUR Other Total
Cash and cash equivalents 79,392 17,138 11,324 1,676 109,530
Amounts due from credit institutions - - - - -
Loans to customers 412,129 17,579 191 429,899
Other financial assets - 5,039 - - 5,039
Total assets 491,521 39,756 11,515 1,676 544,468
Promissory notes issued (24,322) (90,941) - - (115,263)
Borrowed funds (132,944) - - - (132,944)
Lease liability (3,323) (1,716) - - (5,039)
Other financial liabilities - (11,004) (1,946) - (12,950)
Total liabilities (160,589) (103,661) (1,946) - (266,196)
The effect of derivatives held for risk

management (137,961) 128,687 10,099 - 825
Net position after derivatives held

for risk management purposes 192,971 64,782 19,668 1,676 279,097

Exchange rate sensitivity analysis

A weakening of the GEL, as indicated below, against the USD and EUR at 31 December 2023 and
2022 would have increased (decreased) profit or loss by the amounts shown below. This analysis is
on pre—tax basis and is based on foreign currency exchange rate variances that the Company
considered to be reasonably possible at the end of the reporting period. The analysis assumes that
all other variables, in particular interest rates, remain constant.

2023 2022
Change in Change in
currency rate Effect currency rate Effect
Currency in % on profit in % on profit
uUsD 13%/(6%) 2,413/(1,114) 13%/(6%) 8,404/(3,879)
EUR 18%/(7%) 8,616/(3,351) 18%/(7%) 3,390/(1,318)
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21. Risk management (continued)
Interest rate risk

Interest rate risk arises from the possibility that changes in interest rates will affect future cash flows
of financial instruments.

The sensitivity of the statement of profit or loss is the effect of the assumed changes in interest rates
on the interest expense for one year on floating rate financial liabilities linked to the TIBR/NBG
refinancing rate as at 31 December.

The table reflects liabilities that are exposed to fluctuation in interest rate risk as of 31 December
2023 and 2022:

2023 2022
Debt securities issued 129,693 -
Borrowed funds 41,284 110,015

Interest rate sensitivity analysis

The following table demonstrates the sensitivity to a reasonable possible change in the floating
interest rates, with all other variables held constant, of the Company’s profit or loss and equity (before
tax).

2023 2022
Change in TIBR/NBG Changein TIBR/NBG
refinancing rate, Effect on profit and refinancing rate, Effect on profit and
basis points equity before tax basis points equity before tax
100/(100) 3,028/(2,862) 100/(100) 1,100/(1,100)

Operational risk

Operational risk is the risk of loss arising from systems failure, human error, fraud or external events.
When controls fail to perform, operational risks can cause damage to reputation, have legal or
regulatory implications, or lead to financial loss. The Company mitigates operational risk mostly by
direct involvement of top management in Company’s processes and operations, including assess,
authorization and reconciliation procedures. Starting from November 2023, the Company has set up
the internal audit department with the aim, among other matters, to enhance its operational risk
management processes.
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22. Maturity analysis of assets and liabilities

The table below shows an analysis of assets and liabilities according to when they are expected to
be recovered or settled. See Note 21 “Risk management’ for the Company’s contractual
undiscounted repayment obligations.

2023 2022
Within More than Within More than
oneyear oneyear Total oneyear oneyear Total

Cash and cash equivalents 54,961 - 54,961 109,530 - 109,530
Amounts due from credit

institutions 46,207 - 46,207 - - -
Loans to customers 321,535 146,181 467,716 415,571 10,278 425,849
Property and equipment - 16,127 16,127 - 16,340 16,340
Right—-of-use assets - 5,290 5,290 - 5,667 5,667
Intangible assets - 831 831 - 475 475
Derivative financial assets 642 - 642 825 - 825
Other assets 18,111 - 18,111 16,511 - 16,511
Total 441,456 168,429 609,885 542,437 32,760 575,197
Promissory notes issued 100,937 - 100,937 115,263 - 115,263
Current income tax liabilities 2,900 - 2,900 2,093 - 2,093
Debt securities issued 556 129,137 129,693 - - -
Borrowed funds 42,189 - 42,189 130,581 2,363 132,944
Lease liability 1,908 2,736 4,644 1,944 3,095 5,039
Deferred income tax liability - 3,991 3,991 - 3,314 3,314
Other liabilities 10,279 - 10,279 15,233 - 15,233
Total 158,769 135,864 294,633 265,114 8,772 273,886
Net 282,687 32,565 315,252 277,323 23,988 301,311

The table above does not reflect historical pattern of loans to customers and promissory notes issued
prolongations, roll-over and refinancing.

23. Fair value measurements
Fair value measurement procedures

The estimates of fair value are intended to approximate 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. However, given the uncertainties and the use of subjective judgment, the fair
value should not be interpreted as being realizable in an immediate sale of the assets or transfer of
liabilities.

The Company’s financial department determines the policies and procedures for fair value
measurement for Company’s assets including derivatives. The estimated fair values of all financial
assets and liabilities are calculated using discounted cash flow technigues based on estimated future
cash flows and discount rates for similar instruments at the reporting date.

As at 31 December 2023 and 2022, the Company does not have any financial instruments, other

than loans to customers and lease liabilities, for which fair value is based on valuation techniques
involving the use of significant non—-market observable inputs.
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23.

Fair value measurements (continued)

Fair value hierarchy

The Company measures fair values using the following fair value hierarchy that reflects the
significance of the inputs used in making the measurements:

>

>

Level 1: quoted market price (unadjusted) in an active market for an identical instrument.

Level 2: inputs other than quotes prices included within Level 1 that are observable either
directly (i.e., as prices) or indirectly (i.e., derived from prices). This category includes
instruments valued using: quoted market prices in active markets for similar instruments;
quoted prices for similar instruments in markets that are considered less than active; or other
valuation techniques where all significant inputs are directly or indirectly observable from
market data.

Level 3: inputs that are unobservable. This category includes all instruments where the
valuation technique includes inputs not based on observable data and the unobservable inputs
have a significant effect on the instrument’s valuation. This category includes instruments that
are valued based on quoted prices for similar instruments where significant unobservable
adjustments or assumptions are required to reflect differences between the instruments.

The tables below analyses financial instruments value at 31 December 2023 and 31 December 2022,
by the level in the fair value hierarchy into which the fair value measurement is categorized. The
amounts are based on the values recognized in the statement of financial position:

Fair value measurement using

Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs

At 31 December 2023 (Level 1) (Level 2) (Level 3)
Assets and liabilities measured at fair value
Derivative financial assets - 642 -
Assets and liabilities for which fair values

are disclosed
Cash and cash equivalents 45,015 9,946 -
Amounts due from credit institutions - 46,207 -
Loans to customers - - 467,716
Other financial assets - 10,640 -
Debt securities issued - 129,693 -
Promissory notes issued - 98,286 -
Borrowings - 42,189 -
Lease liability - - 4,319
Other financial liabilities - 7,035 -

Fair value measurement using

Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs

At 31 December 2022 (Level 1) (Level 2) (Level 3)
Assets and liabilities measured at fair value
Derivative financial liabilities - 825 -

Assets and liabilities for which fair values

are disclosed
Cash and cash equivalents 50,948 58,582 -
Amounts due from credit institutions - -

Loans to customers - - 426,060
Other financial assets - 5,039 -
Promissory notes issued - 111,607 -
Borrowings - 132,944 -
Lease liability - - 4,859
Other financial liabilities - 12,950 -
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23. Fair value measurements (continued)
Fair value of financial assets and liabilities not carried at fair value
Set out below is a comparison by class of the carrying amounts and fair values of the Company’s

financial instruments that are not carried at fair value in the statement of financial position. The table
does not include the fair values of hon—financial assets and non—financial liabilities.

2023 2022
Unrecog- Unrecog-
Carrying Fair nised Carrying Fair nised
value Value gain/(loss) Value value gain/(loss)
Financial assets
Cash and cash equivalents 54,961 54,961 - 109,530 109,530 -
Amounts due from credit
institutions 46,207 46,207 - - - -
Loans to customers 467,716 467,716 - 425,849 426,060 211
Other financial assets 10,640 10,640 - 5,039 5,039 -
Financial liabilities
Promissory notes issued 100,937 98,286 2,651 115,263 111,607 3,656
Debt securities issued 129,693 129,693 - - - -
Borrowed funds 42,189 42,189 - 132,944 132,944 -
Lease liability 4,644 4,319 325 5,039 4,859 180
Other financial liabilities 7,035 7,035 - 12,950 12,950 -
Total unrecognised
change in fair value 2,976 4,047

Valuation techniques and assumptions

The following describes the methodologies and assumptions used to determine fair values for those
financial instruments which are not already recorded at fair value in the financial statements.

Assets for which fair value approximates carrying value

For financial assets and financial liabilities that are liquid, due on demand or having a short term
maturity (less than three months), as well as for floating rate assets and liabilities it is assumed that
the carrying amounts approximate to their fair value.

Financial assets and financial liabilities carried at amortized cost

The fair value of loans to customers, promissory notes issued, borrowed funds and lease liabilities
is estimated by discounting future cash flows using rates currently available for debt on similar terms,
credit risk and remaining maturities.

24. Related party disclosures

In accordance with IAS 24 Related Party Disclosures, parties are considered to be related if one
party has the ability to control the other party or exercise significant influence over the other party in
making financial or operational decisions. In considering each possible related party relationship,
attention is directed to the substance of the relationship, not merely the legal form.

Related parties may enter into transactions which unrelated parties might not, and transactions

between related parties may not be effected on the same terms, conditions and amounts as
transactions between unrelated parties.
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24. Related party disclosures (continued)

The outstanding balances of related party transactions are as follows:

2023 2022
Key Other Key Other
managemen  related managemen  related

Shareholder t personnel parties  Shareholder t personnel parties

Loans outstanding at

1 January, gross - 51 52 - 83 117
Loans issued during the year - 72 59 - 112 108
Loan repayments during the year - (51) (52) - (144) (173)
Loans outstanding at

31 December, gross - 72 59 - 51 52

Less: expected credit losses as at
31 December = = - - - -
Loans outstanding

at 31 December, net - 72 59 - 51 52
Right-of-use assets
outstanding at 1 January 217 - 3,159 248 - 4,230

Right-of-use assets addition

during the year - - - - - -
Other movements - - - - - -
Modification effect - - - - - -
Less: depreciation charge for the

year (31) - (1,081) (31) - (1,071)
Right-of-use outstanding at

31 December 186 - 2,078 217 - 3,159
Lease liability as at 1 January 233 - 2,719 253 - 4,265
Additions - - - - - -
Payments of lease liability (74) - (1,670) (50) - (1,874)
Interest expense and

other movements 24 - 304 30 - 329

Modification effect - - - - - -
Lease liability as at

31 December 183 - 1,353 233 - 2,720
Debt securities issued at

1 January - - - - - -

Issuance - 32,905 - - - -
Repayment of principal and

interest - (727) - - - -
Interest expense and other

movements - 742 - - - -
Debt securities issued at

31 December - (32,920) - - - -

Borrowings at 1 January 2,398 3,456
Repayment of principal and

interest - - (1,735) - - (1,084)
Interest expense and other

movements - - 217 - - 26
Borrowings at 31 December - 880 - 2,398

Promissory notes at 1 January 8,001 10,322 1,414 7,403 9,743 852
Promissory notes issued

during the year 7,819 27,523 3,078 14,242 28,580 2,177
Promissory notes repaid

during the year (7,987) (32,393) (4,016) (13,482) (27,971) 1,978
Other movements (14) (19) (28) (162) (30) (3,593)
Promissory notes at

31 December 7,819 5,433 448 8,001 10,322 1,414

Other related parties are mostly represented by close family members of key management personnel
and the shareholder and the entities controlled by the key management personnel.
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24. Related party disclosures (continued)
The income and expense arising from related party transactions are as follows:

For the year ended 31 December

2023 2022
Key Other Key Other
management related management  related
Shareholder personnel parties Shareholder personnel parties
Interest income on loans - 11 4 - 5 4
Interest expense on
promissory notes (681) (690) (58) 777) (1,161) (43)
Interest expense on
borrowings - - (217) - - (387)
Interest expense on debt
securities issued - (742) - - - -
Interest expense on lease
liabilities (24) - (304) (30) - (329)
Commission expense - - (1,353) - - (1,047)
Commission income from
money transfers - - 292 - - 675
Compensation of key management personnel comprised of the following:
2023 2022
Salaries and other short-term benefits 2,811 2,216

Transactions with shareholder also include dividend payments (as disclosed in Note 16), as well as
immaterial acquisition of other assets in 2023 and 2022. The company also purchased property,plant
and equipment in total amount of 433 from key management personnel in 2023.

25. Capital management
The Company maintains an actively managed capital base to cover risks inherent in the business.
The adequacy of the Company’s capital is monitored using, among other measures, the ratios

established by the NBG in supervising the Company.

As at 31 December 2023 and 2022, the Company complied in full with all its externally imposed
capital requirements.

The primary objectives of the Company’s capital management are to ensure that the Company
complies with externally imposed capital requirements and that the Company maintains healthy
capital ratios in order to support its business and to maximize shareholders’ value.

NBG capital adequacy ratio

The NBG requires qualified credit institutions to maintain a gearing (equity to assets) ratio of 24% as
of 31 December 2023 (2022: 24%). The Company’s gearing ratio was as follows as at 31 December:

2023 2022
Equity 315,252 300,544
Assets 609,885 575,197
Equity to assets ratio as 31 December 52% 52%
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26. Changes in liabilities arising from financing activities and other non-cash movements

Total
liabilities
Promissory Debt from
notes securities Borrowed financing
issued* issued funds activities
Carrying amount at 31 December 2021 121,448 - 95,444 216,892
Proceeds from issue 6,385 - 164,000 170,385
Payment of principal - - (126,668) (126,668)
Change in accrued interest (272) - 168 (104)
Foreign currency translation (12,298) - - (12,298)
Carrying amount at 31 December 2022 115,263 - 132,944 248,207
Proceeds from issue 200,669 129,326 160,200 490,195
Payment of principal (214,085) - (250,656) (464,741)
Change in accrued interest (508) 367 (299) (440)
Foreign currency translation (402) - - (402)
Carrying amount at 31 December 2023 100,937 129,693 42,189 272,819

* Proceeds from issue and payments of principal on promissory notes are presented on a net basis
as their turnover is quick, the amounts are large, and the maturities are short.

27. Subsequent events

In 2024, the Company declared and fully paid GEL 27,050 dividends to the shareholder.
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