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Management report
29 August 2019

General information

JSC mogo {hereinafter ~ the Parent Company) and its subsidiaries (together - the Group) is a leading company in Latvia in car financing in terms of number of leased items. The Group provides quick
and convenient car financing services through partners network, the Group's branded website and mobife homepage and onsite at customer service centres. The Group also offers consumer loans and
credit refinancing products.

In October, 2018 the Group established a subsidiary Renti JSC. Starting November, 2018, the subsidiary is offering vehicle longterm rent services to its customers. [ncreasing trend among the Group's
customers Is to choose the long term rent product, having opportunity to return car without any fines after 6 months of usage.

In June, 2018 the Group established a subsidiary Loango JSC, the subsidiary has not started the commercial activities yet.

Car sales and financing market has stayed stable with positive outlook. The Group maintained its leader position in the growing market.

The Group obeys local laws relating fo environmental protection.
Mission, vision and values

Mission
Mission of the Group is to offer accessible and affordable feasing and foan services to clients who need quick and simple way of obtaining financing or would ike to purchase a vehicle.

Vision
Vision of the Group s to become the market leading leaseback and finance lease sofutions organization, highly rated for customer friendliness and accessibility.

Values

» Quick assistancs without urnecessary formalities - the Group will provide the required funding within a couple of hours.

» Open communication and adaptation — the core value of the Group Is an open communication and an adaptive approach to each and every customer, which results in a mutually beneficial outcome in
every situation.

= Long term relationship ~ the Group values and creates mutually benefictal long term retationship with all its customers, it welcomes fesdback and suggestlons for Improvemant,

Operations and Financial Results

Interest and simitar incoms of the Group including revenue from lease reached 9.5 million euro {2% increase, compared to respective period In 2018). Net profit of the Group amounted to 3.1 million
euro which is significant increase from the 410 thousand euro in first 6 months, 2018

Significant financial resulls improvement was reached because of successful update of customer evaluation policy, what helped to decrease impalrment for doubtiul debtors. The Group has also

feviewed its structure and therefore eliminated Mogo group international business related costs from the Group's results, as well as implemented cost optimization initiatives, including review of customer
service centres network.
The management is of the opinion that 6 months 2019 results supports the Group's chosen direction for betier understanding of customers iti 1 profile develop and raspective offer

preparation. In addition cost optimization activities will allow to streamline business process and offer betler senvice to customers.

In 2019, the Group started client approval and offer generation automatization with aim to offer instant decision to customers. For portiolio diversification purposes the Group have introduced credit

refinancing product, improvad consumer financing product and started development auto credit product for improved remote fon. Stable results improvement also further will be based
on customer servicing speed and quality imp. 1, product imp for best sales channels fit and further customer underwriting principles improvement.
The first six months of 2019 was ful regarding the cooperation with car dealerships. The network of car dealerships has significantl i to the growth of the sales volume of the Group.

y
For the establishment of more integrated cooperation with the partners in the field of vehicle trade, the Group offers various partnership solutions and Individual approach to effective handling of client
applications, as well as provides various marketing materials and conducts joint marketing campaigns.

The Group and its subsidiaries intends to develop and improve product offering by the Group fo become more known in the market and attract new customers. The Group will continue to invest in IT
development to improve its competitiveness.

The Group have implemented necessary changes in sales chanels management and pricing policy to be compliant regarding legislation changes effective July 1 2018, limiting marketing possibilities for
financing companies and interest rae limitations.

Other information

The risk management activities within the Group are carried out in respact of tinanclal risks, operational risks and legal risks. Financial risk comprises market risk (includling currency risk, interest rate risk
and other price risks), credit risk and liquidity risk. The primary objectives of the financial risk management function are to establish risk limits followed by ensuring that the exposure 1o risks remains
within these limits. The operational and legal risk management functions are intended to ensure proper functioning of internal policies and procedures in order to minimize opsrational and legal risks.
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Management report (continued)

Financial risks

The main financlal risks arising from the Group's financial instruments are liquidity risk, and credit risk.
In the future, the Group could also be exposed to foreign currency risk and Interest rate risk if transactions in foreign currencies are performed or financing with variable interest rates is attracted.

Operational risks

The Group's operational risks are managed by successful risk underwriting procedures in the loan issuance process as well as efficient debt collaction procedures.
Legal risks

Legal risk mainly arises due to regulatory changes and is managed successfully with the support of the in-house legal department and exiernal legal advisors who closely foliow the latest developments
in the regulatory and legal environment. In this sense, the fact that the Group is a member of the Alternative Financial Services Association of Latvia is also helpfut.

Foreign currency risk
The Group's financial assels and liabilities are not exposed to foreign currency risk. All transactions are performed in the euro.

Interest rate risk
The Group is not exposed to intarest rate risk bacause all of its liabilities are interest bearing borrowings with a fixed intarest rate.

Liquidity risk

The Group manages its fiquidity risk by arranging an adequate amount of committed credit faciities with related parties and by Issuing bonds. Also the Group controls it's liquidity by managing the
amount of funding it attracts through peer-to-peer platk which provides g 1t greater flexibility to manage the level of borrowings and available cash balances.

Credit risks

The Group is exposed to credit risk through its finance lsase and loans and ad fo as well as cash and cash equivalents.
The key areas of credit risk policy cover lsase granting process (including solvency check of the lessee), monitoring methods, as well as decision making principles.

The Group operates by applying a clear set of #inance lease granting criteria. This criteria includes assessing the credit history of customer, means of lease repayment and understanding the lease
object. The Group takes into consideration both quantitative and qualitative factors when ] the credi i of the . Based on this analysis, the Group sets the credit limit for each
and every customer.

When the lease agreement has been signed, the Group monitors the lease object and customer's solvency. The Group has developed lease monitoring process so that it heips to quickly spot any
possible non-compliance with the provisions of the agreement. The receivable balances are monitored on an ongoing basls to ensure that the Group’s exposure fo bad debts is minimized, and, where
appropriate, provisions are being made.

The Group does not have a significant credit risk exposure to any single counterparty, but has risk to group of counterparlies having similar characteristics,
The share capitaf of the Parent company is EUR § 000 000 and consists of § 000 000 shares. The par vaite of each share is EUA 1. Al the shares are fully paid.

Thera were no changes in amount of shares in reporting period.

Signed on behalf of the Group on 29 August 2018-y:




JSC mogo Consolidated Interim Condensed Unaudited Financial Statement
for the six month period ended 30 June 2019

Address: Skanstes street 50, Riga, Latvia

Unified registration number: 50103541751

Statement of Management Responsibility

29 August 2019

The Group management is responsible for preparation of the financial statements.

Management of the Group declares that in accordance with the information in their possession, financlal statements have baen prepared in accordance with g doct ion and
with the international Financial Reporting Standards as adopted by EU and give a true and fair view of the Company's assets, liabiliies, financial position as at 30 June 2019, results of operations and
cash ftows for the six month period ended 30 June 2019,

Management of the Group confirms that an appropriate and consistent accounting policies and management estimates are used. Management of the Group confirms that the financial statements are
prepared using prudence principle as well as the going concern assumption. Management of the Group confirms its responsibility for maintaining proper accounting records, as well as monitoring, control
and saleguarding of the Group’s assets.

The Group's management is responsible for detection and prevention of the error, Inaccuracy and / or fraud. The Group's management is responsible for the Group's activities to be carried out in
compliance with the legislation of the Republic of Latvia,
The management report includes a fair view of the devalopment of the Group's business and results of operation.

Signed on behalf of the Group on 29 August 2019 by:

Krigjaflis Znoting
Megtber of the Board
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Consolidated Statement of Comprehensive Income

01.01,2019. - 30.06.2019.

for the six month period ended 30 June 2019
Address: Skanstes street 50, Riga, Latvia
Unified registration number: 50103541751

01.01,2018. - 30.06.2018.

EUR

Interest revenue calculated using the effective interest method 3 8164 948 9346 452
Interest expense calcutated using the effective interest method 4 {2575 801) (3027 412}
Net interest income 5589 147 6319040
Revenue from leases 1329 126 -
Net interest income and revenue from leases 6918273 6319040
Fee and commission income 5 415975 558 388
impairment expense 6 {1959 757) (2060 916)
Net gain/(loss) from de-recognition of financial assets measured at amortised cost 7 97 761 (407 186)
Expenses related to peer-lo-peer platforms services (88.212) (316 706)
Selling expense 8 (215 104) {496 461)
Administrative expense 9 (2 142171) (3 144 238)
Other operating income 261196 72795
Other operating expenss (237 023) {114 408)
Net operating exf (3 867 335) (5908 732)
Net foreign exchange result {69) -
Profit before tax 3050869 410308
Net profit for the period 3050 869 410 308

3050 869 410 308

Total comprehensive income for the year

Signed on behalf of the Group on 29 Auglst 2019 by;.

janta Ziedone
Chi \Accoun(anl

N
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Consolidated Statement of Financial Position

for the six month period ended 30 June 2019
Address: Skanstes street 50, Riga, Latvia
Unified registration number: 50103541751

ASSETS

30.06.2018. 31.12.2018.
NON-CURRENT ASSETS EUR EUR
Intangible assets
Licenses 1238 3096
Other intangible assets 17 164 21042
Total intangible assets 18402 24138
Tangible assets
Rental fleet 10 403 759 1442911
Right-of-use assets 345 956 89832
Properly and equipment 83031 72249
Advance payments for assels 130 825 70082
Leasshold improvements 5 846 10376
Total tangibie assets 10969517 1685 450
Non-current financial assets and lease receivables
Finance lease receivables 22056 657 24925 333
Loans and advancss to customers 1101 695 1311573
Loans to related parties 15 973 800 11041 800
Other Investments 26 26
Total non-current financial assets and lease receivables 39132178 37278732
TOTAL NON-CURRENT ASSETS 50 120 097 38 988 320
CURRENT ASSETS
Inventories
Finished goods and goods for resale 133 442 11414
Total inventories 133 442 11414
Receivables and other current assets
Finance lease receivables 6046 928 8562209
Loans and advances 1o customers 824 828 1376 781
Trads recelvables 301472 2416 857
Prepaid expense 342572 223813
Other receivables 189 956 183 075
Accrued revenug 67 062 516
Accrued revenue to related paries 496 380 .
Cash and cash equivalents 766 557 743195
Total receivables and other current assets 9035 755 13 506 146
Assets held for sale 576 308 133 140
Total assets held for sale 576 308 133 140
TOTAL CURRENT ASSETS 9745 505 13 650 700
TOTAL ASSETS 59 865 602 52 639 020

Signed on behalf of the Group on 29 August

Chi

d l&“ﬁta Ziedone

| Accountant
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Consolidated Statement of Financial Position

for the six month period ended 30 June 2019
Address: Skanstes street 50, Riga, Latvia
Unified registration number: 50103541751

EQUITY AND LIABILITIES
30.06.2019. 31.12.2018,

EQUITY EUR EUR
Share capital § 000 000 5000000
Foraign currency transtation reserve 1 1
Other reserves {644 295) {1066 590)
Retained earnings

brought forward 2881439 51381

for the period 3050 869 2830 058
TOTAL EQUITY 10288 014 6814 850
LIABILITIES
Non-current liabilities
Liabilities for issued debt securities 10 29016033 18 658 246
Funding attracted through peer-to-peer platforms 10 9724508 9160 189
Leass liabilities for right-of-use assets 10 239400 23791
Loans from refated parties 10 290 306 -
Total non-current liabilities 39270 247 27842226
Provisions for financial guarantees 300 553 677331
Other provisions 273139 449 027
Total provisions for fiabilities and charges and fi 573 692 1126 358
Current liabilities
Liabilities for issued debt securities 10 - 11250 000
Funding attracted through peer-to-peer platforms 10 8 154 047 4 386 961
Provisions for financial guarantees 150 276 270932
Lease liabiliies for right-of-use assets 10 108 415 66 776
Loans from related parties 10 11806 .
Prepayments and other payments received from customers 77 500 68 959
Payables to related companies 194 925 48 180
Trade payables 123 348 98 958
Corporate incoms tax payable . 91 489
Taxes payable 201150 46211
Other liabilities 384 625 212354
Accrued liabilities 327 557 314 766
Total current liabilities 9733 649 16 855 586
TOTAL LIABILITIES 49 577 588 45824 170
TOTAL EQUITY AND LIABILITIES 59 865 602 52 639 020

Signed on behalf of the Group on 29 Augy t26’19 by:

Kriij}in( Znoting
Membeyof the Board

Y

e\ﬁge
untant
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Consolidated Statement of Changes in Equity

Currency
revaluation

Share capital reserve Other Resarves Retained Total
EUR EUR EUR earnings EUR EUR

Balance at 01.01.2018.
§ 000 000 1 - 4 867 999 9 867 100
Effect of adoption of new accounting standards - - - (315 718} (315 718)
Balance at 01.01.2018. {restated) 5000 000 1 - 4551 381 9551 382
Profit for the reporting year - - - 2830058 2830058
Restated profit for the period - - 2830058 2830058
Issug of financial guarantees - - (878 051) - {878 051)
Increase in the guarantee limit - - (188 539) - (188 539)
Dividends distribution - - - (4 500 000) (4 500 000)
Balance at 31.12.2018. § 000 000 1 {1066 590) 2881433 6814 850
5000000 1 {1 066 590) 2881439 6814 850

Balance at 01.01.2019.
Profit for the reporting year - - - 3050 869 3050 869
Total comprehensive income - - - 3050869 3050869
Reduction in guarantes limit - - 422 295 - 422295
Balance at 30.06.2019. 5000 000 1 (644295) 5932308 10288014

Signed on behaif of the Group on 29 August 2019 by:

Krigjai¢ Znoting {__ Jowyla Ziedone
Mepér of the Board Chief-Accountant

3
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JSC mogo Consolidated Interim Condensed Unaudited Financial Statement

Consolidated Statement of Cash Flows

01.01.2019. - 30.06.2019.

for the six month period ended 30 June 2019
Address: Skanstes street 50, Riga, Latvia
Unified registration number: 50103541751

01.01.2018. - 30.06.2018.

Cash flows to/from operating activities EUR EUR
Profit before tax from continuing operations 3050 869 410 308
Adjustments for;

Amortisation and depreciation 534 512 268 298
Interest expense 2835535 3027412
Interest income (8 164 948) {9346 452)
Disposals of property, equipment and intangible assets 651011 -
Impairment expense 1959 757 2050294
Bonds acquisition expenses decrease - (120 038)
Increase in accrued liabilities . 9607
Operating profit before working capital changes 866 736 (3 700 569}
Decrease/ (increase) in inventories {122 028) (160 293)
Increass in finance lease , loans and ad to cust trade and other receivables 7980 649 {7 144 896}
Purchase of property and equipment and other intangible assets (10 463 854) (535 381}
Increass in advances received and trade payables and guarantees 506 886 645 164
Cash generated to/from operations {1231611) (10 895 975)
Interest received 7634 837 8 346 452
Interest paid {2 316 208) {2928 347)
Corporate income tax paid {91 489) (94 530}

Net cash flows to/from operating activities 3995529 {4572 400)

Cash fiows to/from investing activities
Loan repayments received from related parties 11149110 3651149
Loans to retated parties {18 600 502) {11 750 000)

Net cash flows toffrom investing activities (7 451 392) (8098 851)

Cash fiows to/from fi ing activities
Proceeds from borrowings 24 227 698 31645750
Repayments for borrowings (20 261 874) (20 132 342)
Repayment of liabiities for right-of-use assets (486 599) -
Securities Issued - 3100 000
Dividends paid - {2000 000)

Net cash flows to/from financing activities 3479225 12613 408

Change in cash 23 362 (57 843)

Cash at the beginning of the period 743 195 671871

Cash at the end of the period 766 557 614 028

Signed on behalf of the GroupyAb ;

Krigianig’Znoting
of the Board

£
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Notes to the Consolidated Financial Statements

1. Corporate information

Mogo JSC (the "Parent pany'} and its subsidiaries {together “the Group"} are located in Latvia. The Parent company was incorporated on May 3, 2012 as a joint stock company for an unlimited
duration, subject to general company law.

The consolidated financial statements of the Group include:
% equily interest

Subsidiary name Registration date Aggistration number  Country of incorporation Principal activities 2018 2018
Renti JSC 10.10.2018 Lv40203174147 Latvia Rent services 100%
Loango JSC 06.06.2018 1V40203148375 Latvia Financing 100% -

The core business activity of the Group comprises of providing finance lease services, leaseback services and loans and advances 1o customars as wall as rent services of vehicles.

2. Summary of significant accounting policies
a) Basis of preparation
These consolidated financial statements as of and for the period ended 30 June 2019 are prepared in accordance with International Financial Reporting Standards as adopted in the European Union.

The Group's consofidated financial statements and its financial result are affected by accounting policies, plions, esti and Judgement, which necessarily have to ba made in the
coursa of preparation of the annual consolidated financiat statements. The Group makes estimates and assumptions that affect the reported amounts of assets and liabilities within the currant and next
financial period. Al estimates and assumptions required in conformity with IFRS aro best estimates underiaken in accordance with the applicable standard. Esti and judt 1ts are evaluated on a
continuous basis, and are based on past experience and other factors, Including expectations with regard to future events. A ing policies and 'S jud s for certain items are
especially critical for the Group's results and financial situation dus to their materiality. Future events occur which cause the assumptions used in arviving at the estimates to change. The sffect of any
changes in estimates will be recorded in the consolidated financial statemants, when determinable.

The consolidated financial statements are prepared on a historical cost basis as modifiad by the recognition of financial instruments measured at fair valus, axcept for inventory which Is accounted in net
realizable value.

[ i balances and lized gains on ions between group panies are eliminated. U ized losses are also eliminated. When necessary amounts reported by
subsuﬂanes have been adjusted to conform to the Group's accounting policies.

The Group's presentation currency Is euro (EUR). The financial statements cover the period from 01 January 2019 till 30 June 2019 Accounting policies and methods are consistent with those applied in
the previous years, except as described below.

b) Reclassifications in comparative indicators
1) The Group considers its nat intergst income to be a key performance indicator; the measurs includes interest caloulated using the effective interest method.

With efiect from 1 January 2018, paragraph 82(a) of 1AS 1 requires interest revenus calculated using the effective inferest rate (EIR) method to be presented separately on the face of the income
statement. This implies that interest revenue calculated using the EIR method is to be differentiated and p parately from interest revenue calcutated using other methods. To achieve such
presentation the Group reclassified some of the ltems as described below. Together with such reclassifications also the titles of cenlain Statement of Comprehensive income lines were changed for them
1o properly reflact the nature of items presented under IFRS 9.

2) “Interest and simifar income” is renamed to “interest revenue calculated using the effective interast method”. tn 30 june 2018 consolidated financial statemants the Group used “Interest and similar
income” to present intarest income caiculated using EIR and this fine also included other income, such as fes, penalties and issions earned from in d with |AS 18, These fees
and commissions are not calculated using EIR and therefore under IFRS 9 are 1o be presented separately. Such fees are thersfore reclassified from this position and presented separately under “Fee
and commission income”.

3) To present all revenue recognized using EIR in a single Statement of Comprahensive line, other interest revenue
similar income” is rectassified lo “Interest revenue calculated using the effective interest method".

d using EIR and previously p d under “Other interest income and

4} “Interest expense and similar expenses” is renamed to “Interest expense calculated using the effective interest method”. in 30 June 2018 consolidated financial statements the Group used “Interest
expense and similar expenses” to present interest expense calculated using EIR and this line also Included other costs, such as expenses related to peer-to-peer platforms, that are fees incurred for
servicing the related loans and are recognized as Incurred. These costs are not calculated using EIR and therefore under IFRS 9 are to be presented separately. Such costs are therefore reclassified
from this position and presented separately under “Expenses refated to peer-to-peer platiorms services”.

5) The Group changed fitle of 30 June 2018 Statement of comprehensive income ling “Loss arising from cession of financial lease receivables” to “Net loss from de-recognition of financial assets
measured at amortized cost”. The change was done due to presentation change in 2018 because only financlat lease receivables were ceded in 2017, however, from 2018 the Group also cedes loans
and advances to customers. Therefore, the title change was required to properly present the nature of the underlying transactions under this line, Further, also upon fransition to IFRS 9 the Group now

presents the loss arising from de~recognition of financlal assets measured at amoriized cost net of the reversal of related ECLs previously recorded under Impairment exp pectively g
this ling item.

Reclassification made In financial statements:

Financial report 2018

Financial report 2018

30.06.2018. 30.06.2018.

Statement of Comprehensive income before reclassification  Changeinftitle Reclassifications after reclassification

Interest and similar income # 9904049 (9904 049) . -
Interest revenue calculated using the effective interest method ¥ - 9904 049 (557 597) 9346 452
Fee and commission income 2 - - 558 388 558 388
Other interest receivable and simifar income® 9 - (791) -
Interest expense and simitar expenses ¥ {3344 118) 3344 118 - -
Interest expanse calculated using the effective interest method - (3344 118) 316 706 {3027 412}
Expenses related to peer-to-peer plattorm services ¥ - - (316 7086) (316 706}
Loss arising from cession of financial lease recelvables ¥ {407 186) 407 186 -
Net gain/{loss) from de-recognition of financial assets measured at amortised cost “ (407 186) - {407 186)
Other interest expense and similar expenses {2 093) - 2093 -
Corporate income tax (2193) 2193 -
Other operating expense (110 122) - (4 286) {114 408}

TOTAL: - -
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2. Summary of significant

b) Reclassifications in comparative indicators (continued)

made in Cor d statement of cash flows:
1) The Grroup considers its interast income 1o be its core business therefore “Interest ncome” and “Interest received” has been reclassified from i ing activities to operating activities.

o]

2) Reclassification is also done for Interest expenses and Bonds acquisition expenses written off to show them under relevant positions according to approach used in year 2018.

3} “Increase in receivables” is renamed 1o “Increase in finance lease rec , loans and ad to trade and other receivables”. In 30 June 2018 financial statements the “Increase in
receivables” was used to present increase In several receivables positions, in year 2018 the Group renamed position to make it more clearer for readers what is represented under this particular position.

il

4l f{(d ) in payables” is d to “Increass in advances received and frade payables and guarantees”. [n 30 June 2018 financial stat the “| (i ) in pay

\

used to present increase in several payables positions, in year 2018 the Group renamed position to make it more clearer for readers what is represented under this particular position.

was

5) The Group made separation in incoming and outgoing cash flows from financing activities to present the actual cash fiows.
6) The Group made reclassification for Purchase of property and equipment and other intangible assets from investing aclivities to operating activities.

Interim financiat report 2018 interim financial report 2018
30.06.2018. 30.06.2018.

Consolidated Statement of Cash Flows before reclassification Reclassifications after reclassification

FReclassification of interest income and p of property and equip and other intangible assets from investing and financing activities 10 op tiviti

Interest income ! (1480 046) (7 866 406) (9 346 452)
Interest raceived " 1480 046 7866 406 9346 452
Interest expense 4 2927759 99 653 3027412
Interest pald 2 (2830 887) (97 460) (2928 347)
Profit before tax 412 501 {2 193) 410308
Purchase of property and equipment and other Intangible assets (investing activities) o (535 381) 535 381

Purchase of property and equipment and other intangible assets (operating activities) o (535 381) (535 381)
Change in names of the items in the statement of cash flow

Increase in receivables ¥ (7 144 896) 7 144 896 -
Increase in finance lease receivables, loans and advances to customers, trade and other receivables ¥ - (7 144 896) (7 144 896)
Increase/(decrease) In payables 645 164 (645 164) -
Increase in advances received and trade payable and ¢ 9 - 645 164 645 164

TOTAL: -

¢) Significant accounting policies

Basis of Consolidation

The consoli financial ise the financial of the Parent company (mogo JSC) and its subsidiaries as at 30 June 2019. The financial statements of the subsidiaries are
prapared for the same reporting period as for the Parent company, using consistent accounting policies.

Control is achieved when the Parent Company is exposed, or has rights, to variable returns from its involvement with the investee and has the ability to affect those returns through its power over the
investes. Consolidation of a subsidiary begins when the Group obtains control over the subsidiary and ceases when the Group loses control of the subsidiary.

The financial statements of the Parent Company and its subsidiaries are consolidated in the Group's consolidated financial statements by adding together like items of assets and liabilities as well as
income and expense. All i pany transactions, bal and lised gains and losses on transactions between members of the Group are eliminated in full on consolidation. The equity and net
income attributable to non-controlling interests are shown separately in the statement of inancial position and the statement of comprehensive income,

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equily transaction. The acquisition of an additional ownership interest in a subsidiary without a change
of control is accounted for as an equity transaction in accordance with IFRS 10, Any excess or deficit of consideration paid over the carrying amount of the non-controlling interests is recognised in equity
of the parent in transactions where the non-controfling Interests are acquired or sold without loss of controt. The Group recognises this effect in retained sarnings. if the subsldiary to which these non-
controliing interests relate contain accurnulated comp ised in other comprehensive income {loss), those are realiocated within equity of the Parent,

it the Group loses control over a subsidiary, it

- Derecognises the related assets {including goodwill) and tiabities of the subsidiary;

- Derscognises the carrying amount of any non-controlling interests;

- Derecognises the cumulative translation differences recorded in equity;

- Recognises the fair value of the consideration received;

- Recognises the fair value of any investment retained;

- Recognises any surplus or deficit in the statement of comprehensive incom;

- Reclassifies the Group’s share of components previously recognised in other comprehensive incoms to statement of comprehensive income or retained earmings, as appropriate.

Business combinations

Businass corbinations are accounted for using the acquisition method. The cost of an acquisition is measured as the aggregate of the consideration transferred, measured at acquisition date fair value
and the amount of any non-controlling interest in the acquire. For each business combination, the Group elects whether it measures the non-controlling interest in the acquire either at fair value or at the
proportionate share of the acquiree’s identifiable net assets. Acquisition costs incurred are expensed and included In other operating expense in the statement of comprehensive income.

When the Group acquires a business, it assesses the financial assels and liabilities assumed for appropriate classification and designation in accordance with the contractual terms, economic
circumstances and pertinent conditions as at the acquisition date. This includes the separation of embedded derivatives in host contracts by the acquire.

If the business combination is achieved in stages, the acquisition dats fair value of the acquirer's previously held equity interest in the acquire is remeasured to fair value at the acquisition date through
statement of comprehensive income.

If the initial ing for a business bination is incomplete by the end of the reporting period in which the combination occurs, the Group reports in its financial statements provisional amounts for
the items for which the accounting is i plete. During the period, the Group will retrospectively adjust the provisional amounts recognised at the acquisition date to reflect new
information obtained about facts and circumstances that existed as of the acquisition date and, if known, would have affected the measurement of the amounts recognised as of that date. During the
measurement period, the Group will also recognise additional assets or liabilities if new information Is obtained about facts and circumstances that existed as of the acquisition date and, if known, would
have resulted in the recognition of those assets and liabilities as of that date. The measurement period ends as soon as the Group receives tha information it was seeking about facts and circumstances
that existed as of the acquisition date or learns that more information is not obtainable. However, the measurement period shall not exceed one year from the acquisition date.

Any contingent consideration to be transferred by the acquirer will be recognised at fair valus at the acquisition date. Subsequent changes to the fair value of the contingent consideration that is desmed
fo be an asset o liability will be recognised in accordance with IFRS 9 in statement of comprehensive income. If the contingent consideration is classified as equity, it will not be remeasured, Subsequent
setifement is accounted for within equity. In instances where the contingent consideration does not fall within the scope and [FRS 9, itis measured at fair value in statement of comprehensive income.
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2. Summary of significant accounting policies {continued)

¢} Significant accounting policies (continued)

e f : fnmnth ]
{ /

Intenally generated intangible assets

Internally generated intangible assets primarily include the development costs of Group's information management systems. Thess costs are capitalized only if they satisty the criteria as defined by
1AS38 and described below.

Internat and external development costs on management information systems arising from the development phase are capitalized. Significant maintenance and improvement costs are added to the initial
cost of assets if they specifically meet the capitalization criteria.

Internally generated intangible assets cost value is increased by Group's inf ion technology costs - salaries and soclal security contribution capitalization. Asset useful life is reassessed by
management at each year end and amortization periods adapted accordingty.

Internally generated intangible assets are amortized over their useful lives 5 years. The main internally generated intangible assets are software programm ERP; Ruble, Mintos BI.

According to IAS38, development costs shall be capitalized if, and only if, the Group can meet all of the following criteria:

+ the project is clearly identified and the related costs are itemized and reliably monitorad;

» the technical and industrial feasiblfity of completing the project is demonstrated;

+ there Is a clear Intention o complete the project and to use or sell the intangible asset arising from It;

» the Group has the ability to use or sell the intangible asset arising from the project;

« the Group can demonstrate how the intangible asset will generale probable future economic benefits;

« the Group has adequate technical, financial and other resources to complete the project and to use or sell the intangible asset,

When these conditions are not satisfied, development costs generated by the Group are recognized as an expense when incurred.

Following initial recognition of the development expenditure as an asset, the asset is carried at cost less any accumulated amortization and accumulated impairment losses. Amortization of the asset
begins when development is completed and the asset is available for use.

Licenses and other intangible assets

Intangible non-current assets are initially stated at cost and amortized over their estimated useful lives on a straight-line basis. The carrying values of intangible assets are reviewed for impairment when
events or changes in circumstances indicate that the carrying value may not be recoverable. Losses from impairment are recognized where the carrying value of infangible non-current assets exceads
their recoverabie amount.

Other intangible assets mainly consists of acquired computer software products.

Amortization Is calculated on a straight-ling basis over the estimated usefut fife of the asset as foliows:

Concessions, patents, licences and similar rights - over 1 year;

Other intangible assets - acquired IT Systems -over2, 3 and 5 years.

Property and equipment

Equipment is stated at cost less accumulated depreciation and any impalrment in value. Depreciation is calculated on a straight-line basis over the estimated usefut life of the asset as follows:
Computers - over 3 years;

Furniture ~over 5 years;

Vehicles - over 7 years;

Leasshold improvements - according to lease term;

Other equipment - over 2 years.

Depreciation of an asset begins when it Is available for uss, I.e. when it is in the location and condition necessary for it to be capable of operating In the manner intended by management. The carrying
values of equif are reviewed for imp t when events or changes in circumstances indicate the carrying value may not be recoverable. If any such indication exists and where the carrying
values exceed the estimated recoverable amount, the assets or cash-generating units are written down to thair recoverable amount. The recoverable amount of equipment is the higher of an asset's net
selling price and its value in use. In assessing the valus in use, the estimaled future cash fiows are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset. For an asset that does not generate largely Independent cash inflows, the recoverable amount is determined for the cash-
generating unit fo which the asset befongs. Impairment losses are recognized in the statement of comprehensive income in the impairment expense caption,

An item of equipment is derecognized upon disposal o when no future economic benefits are expected o arise from the continued use of the asset. Any gain or loss arising on darecognition of the asset
(calculated as the difference between the net disposal proceeds and the carrying amount of the item) is included in the statement of comprehensive income in the year the item is derscognized.

Rental fleet

Rental fleet includes assets leased by the Group (as lessor} under opsrating leases. The Group accounts for the underlying assets in accordance with 1AS 16, Depreciation policy for the underlying assets
subject to operating leases is consistent with the Group's depreciation policy for similar assets (vehicles) and amounts to 7 years.

The Group adds initial direct costs Incurred in obtaining the operating lease to the carrying amount of the underlying asset and recognises those costs as an expense over the lease term on the same
basis as the lease income,

The Group applies IAS 36 to determing whether an underlying asset subject to an operating lease is impaired and to account for any impairment foss identified.
Financial assets (according to IFRS 9} (policy applicable from 1 January 2018)

Financial instrumenis ~ initial recognition
Date of recognition

Loans and advances to customers are recognized when funds are transferred to the customers’ accounts. Other assets are recognized on the date when the Group enters into the contract giving rise to
the financial instruments.

Initial of financial i

The classification of financial instruments at initial r ition depends on their cont | terms and the busil model for ging the i , as describad further in the accounting palicies.
Financial instruments are initially measured at their fair value, except in the case of financial assets and financial liabilities recorded at FVPL, transaction costs are added to, or subtracted from, this
amount. Other recelvables are measured at the transaction price,
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2. Summary of significant ing policies (conti )

Financial assets (according to IFRS 9) {policy applicable from 1 January 2018) {continued)
Classification of financial assets

From 1 January 2018, the Group only measures Loans and advances to customers, Loans to relaled parties, Receivables from related partiss, cash equivalents and Other oans and receivables at
amortized 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 1o coliect 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 (SPPY) on the principal amount outstanding.

Business model assessment

The Group determines its business model at the levet that best refiects how it manages groups of financial assets to achieve its business objective - the risks that affect the performance of the business

model {and the financial assets held within that business model) and the way those risks are managed. The expected frequency, value and timing of sales are also imporiant aspects of the Group’s
The busi modsl t is based on bly ted ios without taking ‘worst case' or 'stress case’ scenarios into account. if cash flows after initial recognition are

realized in & way that is different from the Group's original expectations, 1he Group does not change the classification of the remaining financial assets held in that business modef, but incorporates such

information when assessing newly originated or newly purchased financial assets going forward. The assessed business madel is with the intention to hold financial assets in order to collect contractual

cash fows.

SPPI test

As a second step of its classification process the Group assesses the contractual terms of the financlat assets to identify whether they meet the SPPI test. ‘Princpal’ for the purpose of this test is defined
as the fair value of the financial asset at iniial recognition and may change over the life of the financial asset (for example, if there are repayments of principal or amortization of the premium/discount),
The most significant slements of interest within a lending arrangement are typically the considaration for the time value of money and credit risk. The Group has performed the SPPI assessment and
assessed its financial assets to be compliant with SPPI criteria.

Embedded derivatives

An derivative is a of a hybrid instrument that also includes a non-derivative host contract with the effect that some of the cash flows of the combined instrument vary in a way
similar to a stand-alone derivative. An I derivative causes some or all of the cash flows that otherwise would be required by the contract to be modified according to a specified interest rate,
financiat instrument price, commodity price, foreign exchange rate, index of prices or rates, credit rating or credit index, or other variable, providad that, in the case of a non-financial variable, it is not
specific 1o & party to the contract. A derivative that Is attached to a financiat instrument, but Is contractually transferable Independently of that instrument, or has a different counterparty from that
instrument, is not an d derivative, but a sep financial instrument.

Under IAS 39, derivatives embedded n financial assets, liabilities and non-financial host contacts, were treated as separate derivatives and recorded at fair value if they met the definition of a derivative
(as defined above), their economic characteristics and risks were not closely related to those of the host contract, and the host contract was not itself held for trading or designated at FVPL {fair value
through profit or loss). The embedded derivatives separated from the host were carried at fair valus In the trading portfolio with changes in fair value recognized in the Income statement,

From 1 January 2018, with the introduction of IFRS 9, the Group accounts in this way for derivatives embedded in financial liabilities and non-financial host contracts. Financial assets are classified
based on the business model and SPPI assessments as outlined above.

Reciassification of financial assets

From 1 January 2018, the Group does not reclassily its financial assets subsequent to thelr Initial recagnition, apart from the exceptional circumstances in which the Group acquires, disposes of, or
terminates a business line.
Financial liabilities are never reclassifigd.

Derecognition of financial assets and finance lease receivables
Derecognition provisions below apply to all financial assets measured at amortized cost.

Derecognition due to substantial modification of terms and conditions

The Group derecognizes loan to a customer or finance lease receivable when the terms and conditions have been renegotiated to the extent that, substantially, it becomes a new loan or lease, with the
difference racognized as a derecognition gain or loss, to the extent that an impairment loss has not already been recorded. The newly recognized loans are classified as Stage 1 for ECL. measurement
purposes, unless the new financial asset Is deemed to be purchased or originated credit impaired (POCI).

When assessing whether or not to derecognize a financial asset, amongst others, the Group considers the following qualitative factors:

+ Changs in currency of the loan

+ Change in counterparty

+ if the modification is such that the instrument would no longer meet the SPPI criterion

* Whether legal obligations have been extinguished.

+ Furthermore, for loans and advances to customers and financial lease receivables the Group specifically considers the purpose of the modifications. It is evaluated whether modification was entered
into for commercial (business) reasons or for credit restructuring reasons. Modification is considered to occur for & commercial reasons if the DPD (days past due) of the counterparty immediately prior
the modification s fess than 5 DPD. In such cases the respective modification is considered to ba performed for commercial reasons and results in derecognition of the Inikial lease/loan receivable.
Other modifications resulting in derecognition Include increase In the leass amount and increase in lease term, which are agreed upon with for a specific cc | reason § (I 8.~

and the Group are both interested in substantially modifying the scope of the lease/loan ion). Wh such an ag to modify is reached the old ag t and resp ivable is
derecognized. Other modifications to the agreement terms are treated as modifications that do not result in derecognition (see section on Modifications below).

Dy ition other than for ial modification

A financlal asset or finance lease recelvable (or, where applicable, a part of a financial asset or finance lease receivable or part of a group of similar financiat assets or finance leass receivables) Is
derecognized when the rights to receive cash flows from the financial asset or finance lease receivable have expired. The Group also derecognizes the financlal asset o finance lease receivable if it has
both transferred the financiat asset or finance lease receivable and the transfer quatifies for derecognition.

The Group has transferred the financial asset or finance lease receivable if the Group has transferred its contractual tights to receive cash flows from the financial asset or finance lease receivable.

The Group has transferred the asset if, and only if, either:
- The Group has transferved its contractuat rights to receive cash flows from the asset or
- Itretains the rights to the cash flows, but has assumed an obligation to pay the received cash flows in full without material detay to a third party under a ‘pass-through’ arrangement.

Pags-through arrangements are transactions when Group retains the contractual rights 1o receive the cash Hows of a financiat asset (the ‘original asset}), but assumes a contractual obtigation to pay
those cash flows to one or more entities (the 'eventual recipients'), when ail of the following three conditions are met:

- Group has no obligation to pay amounts to the eventual recipients urless it has collected aquivalent amounts from the original asset, excluding short-term advances by the entity with the right of full
recovery of the amount lent plus accrued interest at market rates;
- Group cannot sell o pledge the original asset other than as security to the eventual recipients for the obligation to pay them cash flows;
- Group has to remit any cash flows it collects on behalf of the eventual recipients without material defay. In addition, the Group is not entilled to reinvest such cash flows, except for investments in cash
or cash equivalents during the short setliement period from the collaction date to the date of required remittance to the eventual recipients, and interest earned on such invesiments is passed to the
gventual recipients.
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2, Summary of significant accounting policies (continued)

Derecognition of financial assets and finance lease receivables (continued)

A transfer only qualifies for derecognition if either:
- The Group has transferred substantially all the risks and rewards of the asset, or
- The Group has naither 1 or retained substantially alf the risks and rewards of the asset, bul has transferred control of the asset.

Modifications

The Group sometimes makes modifications to the original terms of loans/lease as a response to the borrower's financiat difficulties, rather than taking possassion of to otherwise enforce colfection of
The Group considers a leasefloan restructured when such modifications are provided as a result of the borrower's present or expected financial difiiculties and the Group would not have

agreed to them if the borrower had been financially healthy. Indicators of financiat difficulties include default or having at least 5 DPDs prior to the modifications. Such modifications may Involve renewing

{in the case of renewal of a terminated agreement) or extending (in case of customer having at least 5 DPD) the payment arrangements. Other modifications treated as non-substantial include

modification of agreement conditions such as term or principal decrease or changes in payment dates, which are typically implemented dus to customers’ initiative.

Modifications (continued)

If the modification does ot result in cash flows that are substantially ditferent, as set out above, the modification does ot result in derecognition. Based on the change In cash flows discounted at the
original EIR, the Group records a modification gain or loss in interest revenue/expenses calculated using the effective intarest method (Note 3, 4) in the consolidated statements of comprehensive
incoms, to the extent that an impairment loss has not aiready been recorded (Note 6). Further information on modified financial assets and finance lease receivables is disclosed in the foliowing section
on impairment.

Treatment of non-substantial modifications (IFRS 9)

If expectations of fixed rate financial assets’ cash flows are revised for reasons other than credit risk, then changes to future contractual cash flows are discounted at the original EIR with a consequential
adjustment to the carrying amount. The diffecence from the previous carrying amount fs booked as a posilive or negative adjustment to the carrying amount of the financial asset on the consolidated
statement of financial position with a corresponding increase or decrease in Interest revenuelexpense calculated using the effective Interest method.

The carrying amount of the financial asset or financlal fiabillty Is adjusted if the Group revises its estimates of payments or receipts. If modification of & financtal asset or liability measured at amortized
cost doas not result in the derecognition a modification gain/loss is calculated. The adjusted carrying amount is calculated based on the original effective intarest rate and the change in carrying amount
Is recorded as interest income or expense.

Changes in the contractual cash flows of the asset are recognized in statement of comprehensive income and any costs or fees incurred adjust the carrying amount of the modified financial asset and
are amortized over the remalning term of the modified instrument. Therefore, the original EIR determined at initlal recognition is revised on modification to reflact any costs or fees incurred.

Overview of the expected credit loss principles (according to IFRS 9)

The adoption of {FRS 9 has fundamentally changed the Group's finance lease receivables and loans and advances to customers loss impaimment calculation method by replacing 1AS 39's incurred loss
approach with a forward-looking expected credit loss (ECL) approach. From 1 January 2018, the Group has been recording the aflowance for expected credit losses for all foans and other debt financlal
assets not held at FVPL and finance lease receivables, in this section ali referred to as ‘financlal instruments’.

The ECL allowancs 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 baen no significant increass in credit risk since
origination, In which case, the alfowance Is based on the 12 months' expected credit loss (12mECL) as outined in balow. The Group's policies for determining if there has been a significant increase in
credit risk are set out in below.

The 12mECL is the portion of LTECLS that represant the ECLs that result from dafault svents on a financial instrument that are possible within the 12 months after the reporting date.

Both LTECLs and 12mECLs are calculated on either an individual basis or a collective basis, depending on the nature of the underlying portfolio of financial instruments.

The Group 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 fite of the financiat instrument, This is further explained In section on Significant increase in credit risk.

Impaimment of finance lease receivables and loans and advances to customers (according to IFRS 9)

Defining credit rating

Group’s core business assets - financial lease receivables and loans and advances to customers - are of retail nature, therefore are grouped per couniries and products (finance lease receivables and
loans and advances to customers) for a collective ECL calculation that is predominantly based on DPD. The Group analyzes its portfolio of finance lease recsivables and loans and advances to
customers by segregating receivables in categories according to each receivables days past due metrics.

The Group continuously monitors ali assets subject to ECLS. In order to determine whether an instrument or a portfolio of instruments is subject to 12mECL or LTECL, the Group assesses whether there
has been a significant Increase in credit risk since initial recognition. When estimating ECLs on a collective basis for a group of similar assets, the Group applies the same principles for assessing
whether there has been a significant increase in credit risk since initial recognition across the portfolios within the country based on product type ~ lease or loan product.

The Group segregates finance lease receivables and loans and advances to customers In the following categories:

Finance lease receivables (fease):
1) Not past dua

2) Days past due up to 30 days

3) Days past due 31 up to 60 days
4) Days past due over 60 days

Loans and advances to customers (loan):
1) Not past due

2) Days past due up to 30 days

3) Days past due 31 up to 75 days

4) Days past due over 75 days

Basad on the above process, the Group groups ts leases and foans Into Stage 1, Stage 2, and Stage 3, as described below:

+ Stage 1: When loans/leases are first recognized, the Group recognizes an allowance based on 12mECLs. The Group considers leases that are current or with DPD up to 30 as Stage 1. A healing
period of 1 month is applied before an exposure previously classified as Stage 2 can be transferred to Stage 1 and such an exposure must meet the general Stage 1 DPD criteria above. Exposures are
classitied out of Stage 1 if they no longer meet the criteria above.

+ Stage 2: When a loan/lease has shown a significant increase in credit risk since origination, the Group records an allowance for the LTECLS. The Group generally conslders teases that have a status of
31-60 OPD to be Stage 2 loans. A loan is considered Stage 2 it DPD is in range of 30 to 75 days. Exposures remain in Stage 2 for a haaling period of 1 month, even if they otherwise would meet Stage 1
criteria above during this period.

+ Stage 3: Leases and loans considered cradit-impaired and at default, The Group records an allowance for the LTECLS.

The Group considers a finance lease agreement defaulted and therefore Stage 3 in all cases when the borrower becomes 60 DPD on ifs contractual payments or the lease agreement is terminated.

The Group iders a loan ag t defaulted and therefore Stage 3 in all cases when the borrower becomes 75 days past due on its contractual payments.

Exposures remain in Slage 3 for a healing pariod of 2 months, even i they otherwise would mest Stage 2 criteria above during this period.

Due to the nature of credit exposures of the Group qualitative assessment of whether a customar is in default is not performed and primary reliance is piaced on the above criteria.
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2. Summary of significant accounting policies {continued)

Overview of the expected credit loss principles (according to IFRS 9) (continued)

The calculation of ECLs

The Group calcufates ECLs based on probability-weighted scenarios to the expected cash shortfalls, discounted at an approximation to the EIR. A cash shortfall Is the difference betwsen the
cash flows that are dus to the Group in accordance with the contract and the cash fiows that the Group expects to receive.

The mechanics of the ECL calculations are outlined below and the key elements are, as follows:

+ PD The Probability of Default is an estimate of the likalihood of default over a given time horizon.

+ EAD 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, whether
schaduled by contract or otherwise.

* LGD The Loss Given Defaultis an estimate of the loss arising in the case where a default occurs at a given time, Itis based on the difference betwsen the contractual cash flows due and those that the
lender would expact to receive, including from the ion of any Itis usually expressed as a percantage of the EAD.

The maximum period for which the credit fosses are determined Is the contractual life of a financlal instrument,

The mechanics of the ECL method are summarized below:

+ Stage 1: The 12mECL is calcufated as the portion of LTECLS that represent the ECLS that result from default events on a financial instrument that are possible within the 12 months after the reporting
date, The Group calculates the 12mECL allowancs based on the expectation of a default occurring in the 12 months following the reporting date.

These expectad 12-month default probabilities are applied to a forecast EAD and multiplied by the expected LGD and discounted by an approximation to the original EIR.

» Stage 2: When a loan has shown a significant increase In credit risk since origination, the Group records an allowance for the LTECLSs. The mechanics are similar to those explained above, including
the use of multipte scenarios, but PDs and LGDs are estimated over the lifetime of the instrument, The expected cash shortfalls are discounted by an approximation to the original EIR.

* Stage 3: For loans considered credit-impaired, the Group recognizes the lifetime expacted credit losses for these foans. The method is similar to that for Stage 2 assets, with the PD set at 100%.

ECL on restructured and modified loans

Modifications performed to customers that serve to iate terms of an ag| 't that was previously in default result in continued Stage 3 treatment during the one month healing period, exposure
enters Stage 2 directly. In case of modification for credit reasons prior to default {generally term extenslon), exposure is moved 1o Stage 2 for a healing period of 2 months.

Once the terms have been renegotiated, any Impairment is measured using the original EIR as calculated before the modification of terms. Such items will be classified as Stage 2 assets for a healing
period of 2 months.

Write off of unrecoverable debis
The Group considers any kind of receivable completely unrecoverable and writes off the receivable from balance sheet entirely if all legal actions have been performed to recover the receivable and debt
is considered as unrecoverable by respective court,

Impairment of financial assets other than loans and advances

Financial assets where the Group calculates ECL on an individual basis or collective basis are:
« Other receivables from fcontract assets

« Trade receivables

« Loans to refated parties

+Cash and cash squivalents

» Financial guarantees

Impai of other bles from assets (Trade receivables)
During the course of business, the Group may have other type ot claims against its leasing customers. In such cases the ECL methodology of the related lease receivable is mirrored and the ECL mirrors
the impai of the lease ivable. For other receivables and contract assets that are not related to lease portfolio receivables, the Group applies a simplified approach in calculating ECLs.

Therefore, the Group does not track changes in credit risk, but instead recognizes a loss allowance based on lifetime ECLs at each reporting date. The ECL recorded is based on its historical credit loss
experiance, adjusted for forward-looking factors specilic to the debtors and the economic environment, For claims against its leasing customers the Group mirrors the staging applied to the underlying
lease exposure. '

Impairment for loans to related parties

Receivables from refated parties inherently are subject to the Group's credit risk. Therefore, a benchmarked PD and LGD rate - based on Moody's corporate statistics studies has been applied in
determining the ECLS. For related party exposures for the Stage 2 and lifetime ECL calculation is applied based on 30 day back stop and 90 day back stop is applied to Stage 3 determination.

Impairment of cash and cash equivalents

For cash and cash equivalents default is considered as soon as balances are not cleared beyond conventional banking setliement timeline, le., a few days.
Therefore, transition is straight from Stage 1 to Stage 3 given the low number of days that it would take the exposure to reach Stage 3 classification, meaning default. For cash and cash equivalents no
Stage 2 is applied given that any past due days would result in default.

Financial guarantees

Guarantees that are not integral to a loan | terms are as separate units of subject to ECL. For this purpose, the Group estimates ECLs based on the valus of the expected
payments to reimburse the holder for a credit loss that it would incur. ECLS are calculated on an individual basis.

Finance lease ~ Group as lessor {according to IAS 17 and IFRS 16 )

Accounting principles under IFRS 16 from a lessor perspective remains substantially unchanged from [AS 17. Therefore the Group does not have any impact on accounting from early adopted IFRS 16,

Whilst financial lease receivables that represent financlal instruments and to which IAS 17 or IFRS 16 applies are within the scope of 1AS 32 and IFRS 7, they are only within the scope of IFRS 9 to the
extent that they are (1) subject to the derecognition provisions, {2) ‘expected credit loss' requirements and (3) the relevant provisions that apply to derivatives embedded within leases.

Group Is engaged in financial lease transactions by selling vehicles to its customers through financial lease contracts. Group also engages In Hinancing of vehicles already owned by the customers.
Under such leaseback transactions the Group purchases the underlying asset and the leases it back to the same customer, Vehicle serves as a collateral to secure all lsases. In order o assess whether
such leaseback ¢ ions are to classified as finance leases, the Group applies the same indicators of a lease classification, as for finance leases.

Atinception of a contract, the Group assesses whether the contract is, or contains, a lease. The inception of the lease Is the earlier of the date of the lease agreement and the date of commitment by the
parties to the principa! provisions of the lease. As of this date:

+ aleaseis classified as a finance lease; and

+ the amounts to be racognized at the commencement of the lease term are determinad.

The commancement of the lease is the date from which the lessee is entitled to exercise its right to use the leased asset. It is the date of initial recognition of the lease (1.e. the recognition of the assets,
liabilities, income or expenses resulting from the lease, as appropriate).

17
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2. Summary of significant accounting policies (continued)

Finance lease — Group as lessor {according to IAS 17 and IFRS 16 ) (continued)

Alease s classified as a finance lease at the inception of the lease if it transfers substantially ail the risks and rewards incidental to ownership. The inception of the lease is the earlier of the date of the
lease agreement and the date of commitment by the parties to the principal provisions of the lease. As of this date:

+ the lease transfers ownership of the asset to the lessee by the end of the lease term;

* the lessee has the option to purchase the asset at a price which Is expected 1o be sufficiently lower than fair value at the date the option b isable that, at the inception of the lease, it is
reasonably certain that the option will be exercised;

+ the lease term is for the major part of the ecanomic life of the asset, even if title is not transferred;

+ at the inception of the lease, the present value of the minimum lease payments amounts to at least substantially all of the fair value of the leased asset;

+ the lease assets are of a specialized nature such that only the lessee can use them without major modifications being made.

Further indicators that individually or in combination would also lead 1o a lease being ciassified as a finance lease are:

+ the lessee can cancel the lease, the lessor's losses associated with the canceflation are borne by the lesses;

* gains or losses from the fluctuation in the fair value of the residual accrue to the lesses;

+ the lesses has the ability fo continue the fease for a sacondary period at a rent that is substantially lower than market rent..

Initial measurement

Atlease commencement, the Group accounts for a finance lease, as follows:

+derecognises the carrying amount of the underlying asset;

srecognises the net investment in the lease; and

*recognises, in profit or loss, any selling profit or selling foss. Such profit or loss is recognized under “Revenue from leases”.

Upon commencement of finance lease, the Group records the net investment in leases, which consists of the sum of the minii lease term pay , and gross ir In tease less the unearned
finance feass income. The difference between the gross investment and its present value is recorded as uneamed finance lease income. Initial direct costs, such as client commissions and commissions
paid by the Group to car dealers, are included in the initial 1t of the lease recaivables. The calculations are done using effective interest method.

Prepayments and other payments received from customers are recorded in statsment of financial position upon receipt and settled against respactive client's finance lease receivables agreement at the
moment of issuing next monthly invoice according to the agreement schedule.

Subsequent measurement

Finance lease income consists of the amortization of unearned finance lease income. Finance lease Income is recognized based on a pattern reflecting a constant periodic rate of return on the net
investment according o effective interest rate in respect of the finance lease. Group applies the lease paymants relating to the period against the gross investment in the lease to reduce both the
principal and the unearned finance Income.

The Group recognises income from variable payments that are not included in the net investmant In the lsase {e.g. performance based variable pay such as penalties or debt collection Income)
separately in the period in which the income is earned. Such income is recognized under *Fee and ission income” in d with IFRS 15 and IAS 18 in 2018 and 2017, respectively.

After lease commencament, the net investment in a lease is not remeasured uniess the lease is modified and the madified lease is not accounted for as a separate contract or the leass term is revised
when there is a change in the non-cancellable period of the lease.

Group applies derecognition and impairment requirements in IFRS 9 and (AS 38 in 2018 and 2017, respectively, to the net investment in the lease.

Operating lease - Group as lessor (according to IAS 17 and IFRS 16)

Leases in which the Group does not transfer substantially all the risks and rewards of ownership of an asset are classified as operating leases. Rental income arising is accounted for on a straight-iine
basis over the lease terms and is included in revenue in the statement of comprehensive income. Initiai direct costs Incurred in negotiating and arranging an operating lease are added to the carrying
amount of the feased asset and recognised over the lease term on the same basis as rental income. Contingent rents are recognised as revenue in the period in which they are earned.

Operating lease - Group as lessee (according to IAS 17)
Leases of assets under which the risks and rewards of ownership are effectively retained with the lessor are classified as operating leases. Lease payments under an operating lease are recognized as
expenses on a straight-line basis over the lease term and inciuded in administrative expenses.

Lease liability

initial recognition

At the commencement date of the iease the Group measures the lease liability at the present value of the lease payments that are not paid at that date in accordance with lease term. Lease payments
included in the measurement of the leass liability comprise:

+ fixed payments (including in-substance fixed payments), less any lease incentives receivable;

+ variable lease payments that depend on an Index or a rate, Initially measured using the index or rate as at the commencement date;

+ amounts expected to be payable by the Group under residual value guarantees;

« the exercise price of a purchase option if the Group is reasonably certain to exercise that option; and

+ payments of penalties for terminating the lease, if the lease term reflects the Group exercising an option to terminate the lease.

The Group has elected for all classes of underlying assets not to separate non-lease components from lease components in lease payments. Instead Group accounts for each lease component and any
assoclated non-lease components as a single fease component, The lease payments are discounted using the interest rate implicit in the feass, if that rate can be readily determined. if that rate cannot
be readily determined, the Group uses the incremental borrowing rate.

Lease term is the non-cancellable period for which the Group has the right to use an underlying asset, together with both:

(a) Periods covered by an option to extend the lease if the Group is reasonably certain to exercise that option; and

{b) Periods covered by an option to terminate the lease if the Group Is reasonably certain not to exercise that option.

At the commencement date, the Group assesses whether it is reasonably certain 1o exsrcise an option to extend the lease or to purchase the underlying asset, or not to exercise an option to terminate
the lease.

Subsequent measurement

After the commencement date, the Group measures the lease Hability by:

+ increasing the carrying amount to reflect interest on the lease liability;

+ reducing the carrying amount to reflect the lease payments made; and

* remeasuring the carrying amount to reffect any reassessment or lease modifications specified, or to refiact revisad in-substance fixed lease payments.

Right-of-use assets

Initial recognition

Atthe commencement dale of ths lease, the Group recognises right-of-use asset at cost. The cost of a right-of-use asset comprises:

*the amount of the initial measurement of the lease Hability;

«any lease payments made at or before the commencement date, less any lease Incentives received;

«any Initiat direct costs incurred by the Group; and

+an estimate of costs to be incurred by the Group in dismantling and removing the undsrlying asset, restoring the site on which it is located or restoring the underlying asset to the condition required by
the terms and conditions of the lease. unless those costs are to produce inventories.
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2. Summary of significant accounting policies (continued)

Right-of-use assets (continued)

Subsequent measurement

Group measures the right-of-use asset at cost, less any accumulated depreciation and accumulated Impairment fosses; and adjusted for the remeasurement of the lease liability. Depreciation of the right-
of-use asset Is recognised on a straight-fine basts in profit or loss. If the lease transfers ownership of the underlying asset to the Group by the end of the lease tarm or if the cost of the right-of-use asset
reflects that the Group will exercise a purchase option, the Group depreciates the right-of-use asset from the commencement date to the end of the useful life of the underlying asset in accordance with
Group's policy of similar owned assets. Otherwise, the right-of-use asset is depreciated from the commancement date 1o the earlier of the end of the useful life of the right-of-use asset or the end of the
lease term.

Group involvement with the underlying asset before the commencement date

If:a Group incurs costs relating to the construction or design of an underlying asset, the lessee accounts for those costs applying other IFRS, such as IAS 16. Costs relating to the construction or design
of an underlying asset donot include payments made by the lessee for the right to use the underlying asset.

Group applies IAS 36 to determine whethar the right-of-use asset is impaired and to account for any impairment loss identified.
Initial recognition exemptions applied
As a recognition exemption the Group elects not to apply the recognition requirsments of right-of-use assst and lease liability to:

(a) Short term leasas - for all classes of underlying assets; and
(b) Leases of low-value assets - on a lease-by-lease basis.

For leases qualifying as short-term leases and/or leases of low-valus assets, the Group does not recognise a lease liability or right-of-use asset. The Group ises the leass pay
with those leases as an expanse on either a straight-ling basis over the lease term.
(a) Short term leases

A short-term lease s a lease that, at the commencement date, has a lease term of 12 months or less. A leass that contains a purchase option is not a short-term fease. This lease exemption is applied
for all classes of underlying assets.
{b) Leases of fow-value assets

The Group defines a low-value asset as one that:

1)has a valus, when new of 5 000 EUR or less. Group assesses the value of an underlying assat basad on the valus of the asset whan it is new, regardless of the age of the asset being leased.
2)the Group can benefit from use of the assets on its own, or togather with, other resources that are readily available to the Group; and

3)the underlying asset is not dependent on, or highly interrelated with, other assets.

3. Interest revenue d using the effective interest method

01.01.2019. - 30.06.2019. 01.01.2018. - 30.06.2018.

EUR EUR

Interest income from finance lease receivables 6 550 291 7312103
Interest income from intercompany loans 863 542 1480 046
Interest income from loans and advances to customers 751115 554 303
| TOTAL: 8164 948 9 346 452

4.Interest expense

d using the effective interest method
01.01.2019. - 30.06.2019. 01.01,2018. - 30.06.2018.

EUR EUR
Interest expenses on financial liabilities measured at amortised cost:
Interest expense on issued bonds 1673 156 1646 474
Interest expenses for loans from P2P platform investors 887 064 1379678
Interest expenses for loans from banks and related parties 11806 -
Interest expenses for lease liabilities 3775 1260
TOTAL: 2575801 3027 412
5. Fee and commission income
Revenue from with cust ised point in time where the Group acted as an 01.01.2019. - 30.06.2019. 01.01.2018, - 30.06.2018.
agent: EUR EUR
Gross income from debt collection activities 340375 378 360
Gross expenses from debt collection activities (182 198) (124 309)
Total net debt coilection income 158177 254 051
Revenue from cont with ised point in time:
tncome from penailies received 257798 304 337
Total fees and commissions income: 415 975 558 388

6. Impairment expense
01.01.2019. - 30.06.2019. 01.01,2018. - 30.06.2018,

EUR EUR

Change In impairment 1935881 2050294
Written off debts 23876 10622
TOTAL: 1959 757 2060 916

7. Net gain/{loss) from de-recognition of financial assets measured at amortized cost
01,01.2019, - 30.06.2019. 01.01.2018. - 30.06.2018.

Financlal lease EUR EUR
Net gain/{loss) arising from cession of financial lease recsivables to non related parties 25 005 {407 186)
Loans and advances to customers

Nat gainf{loss) arising from cession of loans and advances to cust recelvables to non related parties 72756 -
Net gain/{loss) arising from cession of financial lease and loans and advances (0 CUStomers

receivables TOTAL: 97 761 (407 186)
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8. Selling expense
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01.01.2019, - 30.06.2019.
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01.01.2018, - 30.06.2018.

EUR EUR

TV and radio marketing expenses 81901 254 714
Marketing services 95428 147 694
Marketing fees 5313 26 744
Online adveriising 28 594 48 597
Total marketing expenses 211236 an e
Other selling exp 3868 18712
TOTAL: 215104 496 461

9, Administrative expense

01.01.2019. - 30.06.2019.

01.01.2018. - 30.06.2018.

EUR EUR
Employees' salaries 750 932 171551
Amortization and depreciation 534 512 268 298
Management fee 400 043 -
Professional services 95 676 139 646
Credit database expenses 69 195 102 813
Donations 42 500 178 500
1T services 29424 165 436
Office and branches' maintenance expenses 63 246 226213
Recruitment fees 7687 139 660
Business trips 1961 50901
Communication expenses 18733 18334
Other personne! expenses 11 151 32463
Low vaiue equipment expenses 3140 22784
Bank commissions 17770 8978
Transportation expenses 3752 7263
Other administration exp 92 449 67438
TOTAL: 212171 3144238

10, Borrowings

Interest rate

Non-current per annum (%) Maturity 30.06.2019. 31.12.2018,
Liabilities for issued debt securities EUR EUR
Bonds 20 million EUR notes issus 10% 31.03.2021 19 420 000 11136 218
Bonds 10 miltion EUR notes issue 10-12% 31.03.2021 9825 000 7613782
Bond additionat interest accrual 224 809 182493
Bonds acquisition costs (453 776} (274 247)
TOTAL: 29016033 18 658 246

Other borrowings
Funding atiracted through peer-to-peer platiorms 8% -~ 14% 29.12.2024. 9911472 9345 369
Liabilties acquisition costs for funding atiracted through peer-to-peer platiorm (186 964) (185 180)
TOTAL: 9724508 9160189
Lease liabilities for right-of-use assets - premises 2.64% up to 5 years 238105 19 966
Lease liabilities for right-of-use assets - vehicles 2.64% up to f year 1295 3825
TOTAL: 239 400 23791
Loans from related parties 12.00% 27.11.2023 290 306 .
TOTAL NON CURRENT BORROWINGS: 39 270 247 27 842 226
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10. Borrowings (continued)

Current
Interast rate
per annum (%) Maturity 30.06.2019. 31.12.2018.
Liabilities for Issued debt il EUR EUR
Bonds 20 million EUR notes Issue 10% 31.03.2021, - 8863 782
Bonds 10 million EUR notes issue 10-12% 31.03.2021. - 2386218
TOTAL: - 11 250 000
Other borrowings
Funding attracted through peer-to-peer platforms 8-14% 29.12.2024. 8053 554 4316 448
Accrued intgrest for funding attracted through peer-to-peer platforms 100 493 70513
TOTAL: 8154 047 4386 961
Lease liabilities for right-of-use assets - premises 2.64% up to 5 ysars 103 376 61791
Leage liabilities for right-of-use assets - vehicles 2.64% up fo 1year 5039 4985
TOTAL: 108 415 66776
Loans from related parties Ty 12:00% 27.11.2023 11806 -
TOTAL CURRENT BORROWINGS: 8274 268 15 703 737
Signed on behalf of the Group on 29-4Ggust 2019 by:
jéis Znoting (' \Q'Ianta Ziedone
ber of the Board CH

j\Msountant

A
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