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INDEPENDENT AUDITOR'S REPORT

TO THE MANAGEMENT AND SHAREHOLDERS OF JSC INSURANCE COMPANY EUROINS GEORGIA GROUP

We have audited lhe consolidaled finan cial stateme nts of Insura nce Company Euroins Georgia JSC and its subsidiary
(herelnafter ih e ' Group"), wh ich com prise the con so idaied siatemeni of fina ncia I posiiion as at 3 1 Decem be r 201 I
and the consolidaled statement of comprehensive income, consolidated statemeni of changes in equlty and
consolidated statemenl of cash flows fofthe yeer then ended, and a summary of significant accounting policies and
olherexplanatory information (the "consolidaied financial statements").

In oLrr opinion, the consolidated financial statements preseni fairly, in all material respects, the consolidated financial
position ofihe Group as at 31 December 2019, and lts consolidated financial performance and its consolidated cash
flows forthe yearthen ended in accodance with lnternationa FinanclalReporting Slandards (lFRSS).

Basis for Opinion

We conducted our audit in accordance wilh Lnternational Standards on AudiUng (lSAs). Our responsibilities under
ihose standards are furlher described n the Auditofs Responsibilities forthe Audltofthe Consolidated Financal
Siateraents section of our repofi. We are independent of the Group in accordance with the International Eth cs
Standards Board for Accountants' Code of Ethics for Professional Accountants (IESBA Code), logether wth the
ethical requirements that are relevant to the audit of the consolidated iinancial staiement in Georgia, and we have
fu lf led our oiher eth ical respon sibilities in accorda nce with these req u ire ments a n d the I ES BA C ode. We believe that
lhe audli evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Other Information

I\,4enagement ls responsible fof other informalion, Other nformation consists of the information included ln the
Consolidated Management Report of the Group other that the consolidated financial statements and our auditor's
reportthereon The [,4anagement Repori is expected to be made available to us after the date ofthis audilofs repod.

Ouropinion on ihe consolidated financiaistatements does noi coverihe oiher information and we do not express any
form of assurance concluslon ihereon.

n connection with our audit ofihe consolidated financial statements, our responsibility is to read the other information
identified above when it becomes avallable and, in doing so, consider whether the other information is matefially
inconsisteni with the consolidated financia statements or does not naterlally comply wlth the requirements of the
respective regulalory acis, or our knowedge obtained in ihe audit or otheMise appears to be materialy mlsstated.

Responsibi/ities of Management and Those Charyed with Govehance for the Consolidated Financial
Slafemerts

[,4anagement is responsible fof ihe preparation and fair presentation of ihe consolidated flnancial siatements in
accordance with IFRS, and for such internal control as management deterraines is necessary to enable the
prepa€tion of consolidated financial slatements lhat are free from maierial missiatement, whether due to iraud or

n preparing ihe consolidated financial stateraents, management is responsible for assessing the Group s abilty to
continue as a golng concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accouniing unless managemeni either intends to liquidate the Group or to cease operations, or has no
fealisUc alternative bui to do so.

Those charged with governance are responsible for overseeing the Group's financial reporting process.

al.rcar t.\ w.\' ,
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Auditor's Responsibilities fot the Auctit of the Consotidated Financiat Statements
Our objectives afe to obtain reasonable assurance about wheiher the consoldated financial statemenls as a who e
are free from matedal missiaternent, whether due io fraud or errof, and to issue an auditor's report that includes our
oplnon Reasonab e assurance is a hgh revel of assu€nce, but is not a guaraniee ihat an audit conducted in
accordance with lSAs will always deteci a matedal misstatemenl when it exists, Misstaiements can arise from fraud
or error and are considefed rnaterialif, ind vidualyorln the aggregaie, iheycould reasonably be expected to influence
the economic decisions of users taken on lhe basis of these consolidated financial statemenls.

As parl of a n audit in accorda nce with lSAs we exercise professiona I judgme nt and maintain professional skepticism
throughor.rt the audii. We atsoi

' ldentfy and assess the risks of maierlel misslatement ofthe consolidated financalstaten-tents wheiherdue
to lTaud or eTror design and pedornr audit procedures responslve to ihose dsks, and obtain audit evidence
thal is sufficient and appfopriate to pfovide a bas s for our opin on. The risk of not detecting a matera
misstatement resulling from fraud is higher than fof one resulting from eraor, as fraud may involve collusion,
lorgery intentiona omissions, misrepresentalions, or lhe override of internal conffor.

' Obtain an understanding of internalcontrol reevanl lo the audlt in order to design audit proc€dures that are
appropr ate in ihe cifcumslances, but not for the purpose of expresstng an oplnion on the effectiveness ofthe
Group's internal control.

' Evaluate the appropriateness oi accouniing policies used and the reasonableness of accounUng estimates
and related disclosures made by raanagement.. Conclude oir the appropriateness ofmanagement's use ofthe going concern basls ofaccouniing and, based
on lhe audit evidence obtained, whether a materialunceda nty exlsts related to evenis or condition s ihat may
cast sjgnifcant doubt on the Group's abili{y to conilnue as a going concern. lf we conclude lhat a materia
uncertainty exlsts, we afe required io draw atiention in our audiior's report to the re aled disclosures in ihe
consolldated financia statements or, if such discosures are inadequate, to modiiy our oplnion. Our
conclusions are based on ihe audit evidence obtained up to the date of our audilor's repod. However, future
events or condilions may cause the Group lo cease to continue as a going concern

' Evaluate the overall presentation, structure and content of the consolidaied financial statemenis inc udino
the disclosures, and whetherthe corsolidated flnancia siatements representthe under ying transactons an;
events In a rnanner that achieves fair presentation.

' Obtain sufficieni appropriate audit evidence regarding the financial informaton of ihe eniities or business
activiteswiihin lhe Groupto express an opinion on the consolidaled financialstalements. Weare responsible
for lhe direction, supervision and performance of ihe group audit. We remain solely responsible fof our audit
oprnron

we communicatewth those charged with governance regarding, among othermatters the planned scope and timing
of the audii and significani audit findings, ncluding any significant deiiciencies in internal control that we identifv
during our audit

we also provide those charged with governence with a statement that we have complied with relevani ethical
requiremenls regarding independence, and to comraunicate with them al relationships and other malters that may
reasonably be thought to bear on our independence and where applicable related saieguaros,

The engagement partner ofthe audit resuLting in this independent auditots repori is tvtatkhaz Ujmajuridze.

For and on behalf oi Nexia TA LLC'\\
[,4alkhaz Ujmajuridze

l0 N,4arch,2020

Tbillsi, Georg a

Closer to you
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CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019
I'1 thousands of cEL
CONSOLIDATED STATEMENT OF COII,FREHEAISA/E II.I 4E

Note 2019 2018
Gross earned premiums

Pfemiums ceded to reinsurers

14,459

(2.741)

11,466

(3,283)

Net insurance revenue 11,758 8,183

Change in fair value ofinveslment properlies

Gain irom sale ofsubsidiaries

Net fore gn exchange gain

Olher income

6

18

7

8

458

258

560

477

287

200

60

199

403

2,040 862
Gross insurance beneJils and claims paid

Claims ceded to reinsurers

Changes in other insu|ance reserves

Changes in other insurance reserues ceded to fernsurers

5

(4,443)

3,684

(4,379)

(6,689)

2,O47

(1,343)

Net insuranc€claims l7,8471 {4,650)
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Salaries and other employee benefits

Genera and olher adminislralive expenses

lmpaiment charge

Acquisition costs, net of reirsufance
Depreciation and amorlization expenses

10

11

17

8

(2,197)

\711)
(881)

(2,027)

(411)

c80)
) (333)

(2,333)

(1,670)

(787)

(656)

(6)

(64)

(4e0)

Total otherexpenses (6,740) (6,006)

LOSS BEFORE TAX FROM CONTINUING OPERATIONS {78s) (1,611)

172 128t6
NET LOSS FOR THE YEAR FROII4 CONTINUING OPERATIONS (617) (1,483)

Other comprehensive income

TOTAL COMPREHENSIVE LOSS FOR THE YEAR (617) {1,483)

Approved for issue and signed on behalf of the ftranagement on 10 l\4arch 2O2O by:

lakob Edi an Kakulia
General Chief Financial Officer
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The accompanying notes on pages 8 to 38 are an nrtegrat part of these Consolidated Financial Sratehen6.



INSUll,\N( F CON'II,ANY EUtt()lN"S CEORCIA (IROUP
CONSOLiDATED FINANCIAL STATEMENTS
FORTHE YEAR ENDED 31 DECEMBER 2019
In thousands of GEL
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

ASSETS Note 3'l December,2019 31 December,20l8

Cash and cash equivalenis
Amounls due from credit inslitulions
Insurance and reinsurance receivables

Financlal instruments held-to-matu ly
Deferred income tax asset
Properly and equipmenl

Other assets

13
13
14

't5
t6
17
18
19

1,141
5,435
6,676
2,556

2.833
2,655
1,689
3,566

397
5,O74
5,181

7,592
614

2,661
1,610
1,912

668

26,551 25,709
EQUITY

Share capilal
Share prcmium

Relained earnings

20
20

3,238
4,390
1,626

4,O73
2,243

Totalequity 9,254 9,441

LIABILITIES -

Insurance contracls liabilities
Other insumnce liabilities
Borrowings
Financial lease liabilities
Tmde and other payables

23
24
25

8,341
3,789

2.444

1,317

11,425
2.454

16

968

1,005

Totalliabilities 17,297 16,268

26,551 25,709Total equity ancl liabilities
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Approved for

lakob Ed
General

and signed alf of the l\,,lanagenerr on 10 lVIa'ch 2020 by:

Kakulia
Chief Financial Officer*""t"***i::
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The accompanying notes on pages 8 to 38 are an jntegral part of these Consolidahed Findciat Sbatemmts.



]}.SL]ir\\( I ( ONiPANY LUR{)]\SGE()RGlA']R(IUP
CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019
I thousa ds oJ CEL
CONSOLIDATED STATEMENT oF.IIANGEs II.I EQI,JITY

Share Share
capital premlum

Retained
earnings Total
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Note 20) (Note 20
At 31 December 2017 r-
lssue of ordinary shares 695 4 073 4,768
Tolal cornprehensive loss for ihe
At3f December 2018 

-"""

181 9,441
lssue ofordinary shares 1j3 317 , 430
Tola comp€hensive ,oss for lhe vear
At31 December2o'|g 3,238 4,390 1"06, 564 9,254

Approved for issue and signed on behatf of the I\4anagement on 1O N4arch 2020 by:

lakob Edilas kulia
General D unter F/nanctat un/cer
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The accompanying notes on pages 8 to 38 are an inregral parr of rhese Consotidateal Financial SiaremenB.
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CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019
In tho sa ds of GEL
CONSOLIDATED STATEMENT OF CASH FLOWS

2019 2018

Cash flows from operating activities

Cash paid to reinsurcr

Claims paid

Cash payments to employees

Admlnistrative and olher payments

13,932 10,667

2,235 C,366)
(10,767) (5,955)

('1,201) (950)

241 162

(2,585) (,800)
290 36

(1,792) (1,s80)

Net cash tlows from / (used in) operating activates before tax 353 (786)

(3) (7)

(741) (664)

Net cash flows used in operating activities from continuing operations {391) |.1,4571

Net cash flow L€ed in operating activates from disconiinued ope€iions (4)

Net cash flows used in operating activities (395) (1,457)

Cash flows from investing activities
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Time deposils

PLrrchase ot properiy and equipment

Proceeds ffom sale oflnveslnrents in subsidiafies

nveslments in financial instruments, nei

(1) (3,560)

(302) (46)

(2,466)

2,541 55

683 (607)

Net cash flows from / (used in) investing activities 455 (4,158)

Cash flows kom financing activities

Overdrafl s received, net

Proceeds from sale ofshares

Net cash flows from financing activities

80-
142 363

430 3,809

652 4,172

Net increase / (decrease) in cash and cash equivalents 712 11,4431

Cash and cash equivalents atthe beginning ofthe year 397 1,902

Net effect ofexchange rates changes on cash and cash equivalenls (62)32

Cash and cash equivalents at the end ofthe year 1,141 397

Approved for lssue d signed behalf ofthe Management on 10 N,4arch 2020 byi

lakob Edilas n Kakulia
Chief Financial Officef{-e?.?,S.[r"69
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The accompanying notes on pages 8 td an inbegral part of these Consolidated Financial Sratements.
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CONSOLIDATED FINANCIAL STATEMENTS  
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NOTES TO THE FINANCIAL STATEMENTS 
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1. GENERAL INFORMATION 

Insurance Company Euroins Georgia JSC (the Company) is a Joint-Stock Company domiciled in and 

registered under the laws of Georgia. The Company operates by head office and three service centers and 

provides different insurance services in Georgia (see Note 4). The registered office of the Company is 24 

Mosashvili St, Tbilisi, 0162 Georgia. 

The Company was incorporated in 2005 under the name Insurance Company IC Group. In 2009 it acquired 

and merged People’s Insurance JSC. At the end of 2018, Euroins Insurance Group AD (Bulgaria) acquired 

50.04% of the Company and the Company’s name has been changed. 

The shareholders of the Company as at the year-end are: 
 2019 2018 

Euroins Insurance Group AD (Bulgaria) 50.04% 50.04% 

LLC Altegi 49.55%   -   
Tengiz Mezurnishvili   -   49.55% 
IIC Georgia B.V. 0.41% 0.41% 

 100.00% 100.00% 

The Company and the Subsidiaries are together referred to as the “Group". As at December 31, 2019 and 

December 31, 2018 the Company owns 100% of Global Call Ltd and Shardeni 2017 Ltd which are not 

functioning. The Company sold 100% subsidiary - Agaraki Ltd (the subsidiary) in 28 March 2019, which 

was owned by Company as at December 31, 2018. 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

(A) BASIS OF PREPARATION 

These consolidated financial statements have been prepared on a going concern basis and in accordance 

with International Financial Reporting Standards (“IFRS”), being standards and interpretations issued by 

the International Accounting Standards Board (“IASB”), in force at 31 December 2019. 

The consolidated financial statements comprise a statement of comprehensive income, a statement of 

financial position, a statement of changes in equity, a statement of cash flows, and notes. The statement 

of financial position format is in order of liquidity. 

The consolidated financial statements have been prepared under the historical cost convention, unless 

mentioned otherwise in the accounting policies below. Historical cost is generally based on the fair value 

of the consideration given in exchange for assets. 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly 

transaction between market participants at the measurement date. When measuring the fair value of an 

asset or a liability, the Group uses market observable data to the extent possible. If the fair value of an 

asset or a liability is not directly observable, it is estimated by the Group (working closely with external 

qualified valuers) using valuation techniques that maximize the use of relevant observable inputs and 

minimize the use of unobservable inputs (e.g. by use of the market comparable approach that reflects 

recent transaction prices for similar items, discounted cash flow analysis, or option pricing models refined 

to reflect the issuer’s specific circumstances). Inputs used are consistent with the characteristics of the 

asset / liability that market participants would take into account.
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(B) APPLICATION OF NEW AND AMENDED STANDARDS 

The Group has adopted all of the new or amended Accounting Standards and Interpretations issued by 

IASB that are mandatory for the current reporting period. 

Any new or amended Accounting Standards or Interpretations that are not yet mandatory have not been 

early adopted. This refers to IFRS 9 Financial Instruments – the Group used temporary exemption of its 

adoption (see below). 

The following Accounting Standards and Interpretations are most relevant to the company: 

 Amendments to IFRS 4 titled Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts 

(issued in September 2016) - The amendments, applicable to annual periods beginning on or after 

1 January 2018, give all insurers the option to recognise in other comprehensive income, rather than 

in profit or loss, the volatility that could arise when IFRS 9 is applied before implementing IFRS 17 (‘the 

overlay approach’). Also, entities whose activities are predominantly connected with insurance are 

given an optional temporary exemption (until 2021) from applying IFRS 9, thus continuing to apply IAS 

39 instead (‘the deferral approach’). 

 IFRS 9 Financial Instruments (issued in July 2014) – For the Group this standard will replace IAS 39 

(and all the previous versions of IFRS 9) effective for annual periods beginning on or after 1 January 

2021. It contains requirements for the classification and measurement of financial assets and financial 

liabilities, impairment, hedge accounting and derecognition. 

o IFRS 9 requires all recognised financial assets to be subsequently measured at amortised cost or 

fair value (through profit or loss or through other comprehensive income), depending on their 

classification by reference to the business model within which they are held and their contractual 

cash flow characteristics.  

o For financial liabilities, the most significant effect of IFRS 9 relates to cases where the fair value 

option is taken: the amount of change in fair value of a financial liability designated as at fair value 

through profit or loss that is attributable to changes in the credit risk of that liability is recognised in 

other comprehensive income (rather than in profit or loss), unless this creates an accounting 

mismatch.  

o For the impairment of financial assets, IFRS 9 introduces an “expected credit loss” model based 

on the concept of providing for expected losses at inception of a contract; it will no longer be 

necessary for there to be objective evidence of impairment before a credit loss is recognised. 

o For hedge accounting, IFRS 9 introduces a substantial overhaul allowing financial statements to 

better reflect how risk management activities are undertaken when hedging financial and non-

financial risk exposures.  

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

 IFRS 17 Insurance Contracts (issued in May 2017) - The Standard that replaces IFRS 4, effective for 

annual periods beginning on or after 1 January 2021 (earlier application permitted only if IFRS 9 and 

IFRS 15 also applied), requires insurance liabilities to be measured at a current fulfilment value and 

provides a more uniform measurement and presentation approach for all insurance contracts. These 

requirements are designed to achieve the goal of consistent, principle-based accounting for insurance  
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(B) APPLICATION OF NEW AND AMENDED STANDARDS (continued) 

contracts, giving a basis for users of financial statements to assess the effect that insurance contracts 

have on the entity's financial position, financial performance and cash flows. It also requires similar 

principles to be applied to reinsurance contracts held and investment contracts with discretionary 

participation features issued. 

(C) BASIS OF CONSOLIDATION 

The Group’s financial statements incorporate the results, cash flows, assets and liabilities of the Company 

and the Subsidiary.  

A subsidiary is an entity controlled by the Group, i.e. the Group is exposed, or has rights, to variable returns 

from its involvement with the entity and has the ability to affect those returns through its current ability to 

direct the entity’s relevant activities (power over the investee). Subsidiaries are consolidated from the 

effective date of acquisition, which is the date on which the Group obtains control of the acquired business, 

until that control ceases. All intragroup transactions, balances, income and expenses are eliminated in full 

on consolidation. 

The Company derecognized investment in its subsidiary – Agaraki LLC, during financial year 2019 and the 

Company has only non-functioning subsidiary companies as at the year-end 31 December, 2019. 

(D) JOINT ARRANGEMENTS: JOINT OPERATION 

A joint arrangement is an arrangement of which two or more parties have joint control. A joint operation is 

a joint arrangement whereby the parties that have joint control of the arrangement have rights to the assets, 

and obligations for the liabilities, relating to the arrangement (in contrast to joint venture, where the parties 

have rights to the net assets of the arrangement). Where the Group is a joint operator in a joint operation, 

it recognizes in relation to its interest in a joint operation: (a) its assets, including its share of any assets 

held jointly; (b) its liabilities, including its share of any liabilities incurred jointly; (c) its revenue from the sale 

of its share of the output arising from the joint operation; (d) its share of the revenue from the sale of the 

output by the joint operation; and (e) its expenses, including its share of any expenses incurred jointly. 

(E) INSURANCE REVENUE AND EXPENSES RECOGNITION 

Gross premiums 

Gross insurance written premiums comprise the total premiums receivable for the whole period of cover 

provided by contracts entered into during the reporting period. They are recognized on the date on which 

the policy commences. Premiums include any adjustments arising in the reporting period for premiums 

receivable in respect of business written in prior accounting periods. Rebates that form part of the premium 

rate, such as no-claim rebates, are deducted from the gross premium; others are recognized as an 

expense. Premiums collected by intermediaries, but not yet received, are assessed based on estimates 

from underwriting or past experience and are included in premiums written. 

Unearned premiums are those proportions of premiums written in a year that relate to periods of risk after 

the reporting date. Unearned premiums are calculated on a daily pro rata basis. The proportion attributable 

to subsequent periods is deferred as a provision for unearned premiums (see part F of this note). 

Reinsurance premiums 

Gross reinsurance premiums ceded comprise the total premiums payable for the whole cover provided by 

contracts entered into in the period and are recognized on the date on which the policy incepts. Premiums  
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Reinsurance premiums (continued) 

include any adjustments arising in the accounting period in respect of reinsurance contracts incepting in 

prior accounting periods. 

Unearned reinsurance premiums are those proportions of premiums ceded in a year that relate to periods 

of risk after the reporting date. Unearned reinsurance premiums are deferred over the term of the underlying 

direct insurance policies for risks-attaching contracts and over the term of the reinsurance contract for 

losses-occurring contracts. 

Insurance benefits and claims 

Insurance claims include all claims occurring during the year, whether reported or not, claims handling costs 

that are directly related to the processing and settlement of claims, a reduction for the value of salvage and 

other recoveries (subrogation), and any adjustments to claims outstanding from previous years. 

(F) FINANCIAL INSTRUMENTS 

Initial recognition and measurement 

The Group recognizes a financial asset or a financial liability in the consolidated statement of financial 

position when, and only when, it becomes a party to the contractual provisions of the instrument. On initial 

recognition, the Group recognizes all financial assets and financial liabilities at fair value. The fair value of 

a financial asset / liability on initial recognition is normally represented by the transaction price. 

Subsequent measurement of financial assets 

Subsequent measurement of financial assets depends on their classification on initial recognition. During 

the reporting period, the Group classified financial assets as: 

 Loans and receivables - non-derivative financial assets with fixed or determinable payments that are 

not quoted in an active market. These assets are carried at amortised cost using the effective interest 

method (except for short-term receivables where interest is immaterial) minus any reduction for 

impairment or collectability. Typically trade and other receivables, bank balances and cash are 

classified in this category. 

 Held-to-maturity financial assets - non-derivative financial assets with fixed or determinable payments 

and fixed maturity that an entity has the positive intention and ability to hold to maturity. Similar to loans 

and receivables, these assets are carried at amortised cost using the effective interest method minus 

any reduction for impairment and uncollectibility. 

Impairment of financial assets 

At the end of each reporting period, the Group assesses whether its financial assets are impaired, based 

on objective evidence that, as a result of one or more events that occurred after the initial recognition, the 

estimated future cash flows of the (group of) financial asset(s) have been affected. Objective evidence of 

impairment could include significant financial difficulty of the counterparty, breach of contract, probability  

that the borrower will enter bankruptcy, disappearance of an active market for that financial asset because 

of financial difficulties, etc. 

In addition, for insurance premium receivables that are assessed not to be impaired individually, the Group 

assesses them collectively for impairment, based on the Group's past experience of collecting payments,  
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Impairment of financial asset (continued) 

an increase in the delayed payments in the portfolio, observable changes in economic conditions that 

correlate with default on receivables, etc. 

The carrying amount of loans and receivables is reduced through the use of an allowance account and 

subsequent recoveries of amounts previously written off are credited against the allowance account. 

Changes in the carrying amount of the allowance account are recognized in profit or loss. 

Derecognition of financial assets 

Irrespective of the legal form of the transactions, financial assets are derecognized when they pass the 

“substance over form” based derecognition test prescribed by IAS 39. That test comprises two different 

types of evaluations which are applied strictly in sequence: 

 Evaluation of the transfer of risks and rewards of ownership 

 Evaluation of the transfer of control 

Whether the assets are recognized / derecognized in full or recognized to the extent of the Group’s 

continuing involvement depends on accurate analysis which is performed on a specific transaction basis. 

Subsequent measurement of financial liabilities 

Subsequent measurement of financial liabilities depends on how they have been categorized on initial 

recognition. During the reporting period, the Group did not classify any financial liabilities as held for trading 

or designated as at fair value through profit or loss. All the other financial liabilities are carried at amortized 

cost using the effective interest method. 

Typically, trade and other payables and borrowings are classified in this category. Items classified within 

trade and other payables are not usually remeasured, as the obligation is known with a high degree of 

certainty and settlement is short-term. 

Derecognition of financial liabilities 

A financial liability is removed from the Group’s statement of financial position only when the liability is 

discharged, cancelled or expired (i.e. extinguished). The difference between the carrying amount of the 

financial liability derecognized and the consideration paid is recognized in profit or loss. 

Assets related to insurance 

 Insurance premium receivable is the sum of earned (past due) and unearned premiums receivable. 

 Reinsurance receivable is the reinsurer's share in claims payable (included in other insurance 

liabilities). 

 Reinsurance assets represent the reinsurer's share in liabilities from insurance contracts. 

 Subrogation receivable (other assets) is the fair value of recoveries receivable from third parties to 

reimburse some or all costs of insurance claims. 

(G) LIABILITIES FROM INSURANCE CONTRACTS 

Insurance contract liabilities include the outstanding claims provision and the provision for unearned 

premium. The outstanding claims provision is based on the estimated ultimate cost of all claims incurred 

but not settled at the reporting date, whether reported (RBNS) or not (IBNR), together with related claims 

handling costs and a reduction for the expected value of salvage and other recoveries. Delays can be  
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(G) LIABILITIES FROM INSURANCE CONTRACTS (CONTINUED) 

experienced in the notification and settlement of certain types of claims. Therefore, the ultimate cost of 

these cannot be known with certainty at the reporting date. IBNR is calculated at the reporting date in 

accordance with the state regulation: 5% of annual gross premiums for all types of insurance contracts 

other than medical (health) and 2% of annual gross premiums for medical (health) insurance. The liability 

is not discounted for the time value of money. No provision for equalization or catastrophe reserves is 

recognized. The liabilities are derecognized when the obligation to pay a claim expires, is discharged or is 

cancelled. 

The unearned premiums reserve (UPR) represents that portion of premiums received or receivable that 

relates to risks that have not yet expired at the reporting date. The provision is recognized when contracts 

are entered into and premiums are charged, and is brought to account as premium income over the term 

of the contract in accordance with the pattern of insurance service provided under the contract. UPR is 

calculated net of commissions to intermediaries and other acquisition costs. 

Liability adequacy test 

At each reporting date, the Group reviews its unexpired risk and a liability adequacy test is performed to 

determine whether there is any overall excess of expected claims over unearned premiums. This calculation 

uses current estimates of future contractual cash flows after taking account of the investment return 

expected to arise on assets relating to the relevant provisions. If these estimates show that the carrying 

amount of the unearned premiums is inadequate, the deficiency is recognized in the statement of profit or 

loss by setting up a provision for premium deficiency. 

(H) PROPERTY AND EQUIPMENT 

On initial recognition, items of property and equipment are recognized at cost, which includes the purchase 

price as well as any costs directly attributable to bringing the asset to the location and condition necessary 

for it to be capable of operating in the manner intended by management. 

After initial recognition, items of property and equipment other than buildings are carried at cost less any 

accumulated depreciation and impairment losses. Buildings are carried at revalued amount, being its fair 

value at the date of the revaluation less any subsequent accumulated depreciation and subsequent 

accumulated impairment losses. Revaluations are made with sufficient regularity to ensure that the 

carrying amount does not differ materially from that which would be determined using fair value at the end 

of the reporting period. 

If an asset’s carrying amount is increased as a result of a revaluation, the increase is recognized in other 

comprehensive income and accumulated in equity under the heading of revaluation surplus. However, the  

increase shall be recognized in profit or loss to the extent that it reverses a revaluation decrease of the 

same asset previously recognized in profit or loss. 

Depreciation is calculated so as to write off the cost of an asset, less its estimated residual value, over its 

useful economic life as follows: 

Buildings      5% straight line 

Leasehold improvement                           15% straight line 

Office equipment    20% straight line 

Land is not depreciated 
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(H) PROPERTY AND EQUIPMENT (CONTINUED) 

Useful lives, residual values and depreciation methods are reviewed, and adjusted if appropriate, at the 

end of each reporting period, with the effect of any changes in estimate being accounted for on a 

prospective basis. 

An item of property and equipment is derecognized upon disposal or when no future economic benefits are 

expected to arise from the continued use of the asset. Any gain or loss arising on the disposal or retirement  

of an item of property and equipment is determined as the difference between the sales proceeds and the 

carrying amount of the asset and is recognized in profit or loss.  

Right of Use Asset 

The Group as a lessee  

For any new contracts entered into on or after 1 January 2019, the Group considers whether a contract is, 

or contains a lease. A lease is defined as ‘a contract, or part of a contract, that conveys the right to use an 

asset (the underlying asset) for a period of time in exchange for consideration’. To apply this definition the 

Group assesses whether the contract meets three key evaluations which are whether:  

• the contract contains an identified asset, which is either explicitly identified in the contract or implicitly 

specified by being identified at the time the asset is made available to the Company  

• the Group has the right to obtain substantially all of the economic benefits from use of the identified asset 

throughout the period of use, considering its rights within the defined scope of the contract  

• the Group has the right to direct the use of the identified asset throughout the period of use. The Company 

assess whether it has the right to direct ‘how and for what purpose’ the asset is used throughout the period 

of use.  

Measurement and recognition of leases as a lessee  

At lease commencement date, the Group recognises a right-of-use asset and a lease liability on the 

statement of financial position. The right-of-use asset is measured at cost, which is made up of the initial 

measurement of the lease liability, any initial direct costs incurred by the Group, an estimate of any costs 

to dismantle and remove the asset at the end of the lease, and any lease payments made in advance of 

the lease commencement date (net of any incentives received).  

The Group depreciates the right-of-use assets on a straight-line basis from the lease commencement date 

to the earlier of the end of the useful life of the right-of-use asset or the end of the lease term. The Group 

also assesses the right-of-use asset for impairment when such indicators exist.  

At the commencement date, the Group measures the lease liability at the present value of the lease 

payments unpaid at that date, discounted using the interest rate implicit in the lease if that rate is readily 

available or the Group’s incremental borrowing rate. 

Lease payments included in the measurement of the lease liability are made up of fixed payments (including 

in substance fixed), variable payments based on an index or rate, amounts expected to be payable under 

a residual value guarantee and payments arising from options reasonably certain to be exercised.  

Subsequent to initial measurement, the liability will be reduced for payments made and increased for 

interest. It is remeasured to reflect any reassessment or modification, or if there are changes in in-substance 

fixed payments.  
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(H) PROPERTY AND EQUIPMENT (CONTINUED) 

When the lease liability is remeasured, the corresponding adjustment is reflected in the right-of-use asset, 

or profit and loss if the right-of-use asset is already reduced to zero.  

The Group has elected to account for short-term leases and leases of low-value assets using the practical 

expedients. Instead of recognising a right-of-use asset and lease liability, the payments in relation to these 

are recognised as an expense in profit or loss on a straight-line basis over the lease term.  

On the statement of financial position, right-of-use assets have been included in property, plant and 

equipment and lease liabilities are recorded separately.  

(I) INTANGIBLE ASSETS 

On initial recognition, intangible assets acquired separately are measured at cost. The cost of a separately 

acquired intangible asset comprises its purchase price, including import duties and non-refundable 

purchase taxes, after deducting trade discounts and rebates and any directly attributable cost of preparing 

the asset for its intended use. 

After initial recognition, intangible assets are carried at cost less any accumulated amortization and 

impairment losses. The estimated useful life and amortization method (15% straight line) are revised at the 

end of each reporting period with the effect of any changes in estimate being accounted for on a prospective 

basis. 

An intangible asset is derecognized on disposal, or when no future economic benefits are expected from 

use or disposal. Gains or losses arising from derecognition of an intangible asset - measured as the  

difference between the net disposal proceeds and the carrying amount of the asset - are recognized in 

profit or loss when the asset is derecognized. 

(J) INVESTMENT PROPERTY 

Investment properties are held to earn rental income and / or for capital appreciation. 

Investment properties are measured initially at cost, including transaction costs. The cost comprises the 

purchase price and any directly attributable expenditure (e.g. professional fees for legal services, property 

transfer taxes). 

Subsequently, investment properties are stated at fair value, which reflects market conditions at the 

reporting date. Gains or losses arising from changes in the fair values of investment properties are included 

in the consolidated income statement in the year in which they arise. 

An investment property is derecognized upon disposal or when the investment property is permanently 

withdrawn from use and no future economic benefits are expected from the disposal. Any gain or loss 

arising on derecognition of the property (calculated as the difference between the net disposal proceeds 

and the carrying amount of the asset) is included in profit or loss in the period in which the property is 

derecognized. 

(K) IMPAIRMENT OF NON-FINANCIAL ASSETS 

The carrying amounts of property and equipment, intangible assets, investment property and DAC are 

reviewed at each reporting date for indications of impairment and where an asset is impaired, it is written 

down as an expense through the consolidated statement of profit or loss to its estimated recoverable 

amount. Recoverable amount is the higher of value in use and the fair value less costs of disposal of the  
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(K) IMPAIRMENT OF NON-FINANCIAL ASSETS (CONTINUED) 

individual asset or the cash-generating unit. The recoverable amount is determined for an individual asset, 

unless the asset does not generate cash inflows that are largely independent of those from other assets or 

groups of assets. If this is the case, recoverable amount is determined for the cash-generating unit to which 

the asset belongs. 

Value in use is the present value of the estimated future cash flows of the asset / unit. Present values are 

computed using pre-tax discount rates that reflect the time value of money and the risks specific to the 

asset / unit whose impairment is being measured. 

Subsequent increases in the recoverable amount caused by changes in estimates are credited to profit or 

loss to the extent that they reverse the impairment. 

(L) FOREIGN CURRENCY TRANSACTIONS 

Foreign currency monetary assets and liabilities are translated into the functional currency of the Group 

(Georgian Lari, "GEL") using the exchange rates officially published by the National Bank of Georgia at the 

reporting date: Gains and losses arising from changes in exchange rates after the date of the transaction 

are recognized in profit or loss. 

   31 December  2019   31 December  2018 

1 USD/GEL 2.8677 2.6766 

1 EUR/GEL 3.2095 3.0701 

Average rate:  

 

 

                     31 December  2019 

 

 

31 December 2018 

1 USD/GEL 2.8192 2.5345 

1 EUR/GEL 3.1553 2.9913 

 

Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are 

translated at the exchange rate at the date of the transaction. 

(M) INCOME TAXES 

Tax currently payable is calculated using the tax rates in force or substantively enacted at the reporting 

date. Taxable profit differs from accounting profit either because some income and expenses are never 

taxable or deductible, or because the time pattern that they are taxable or deductible differs between tax 

law and their accounting treatment. 

Using the statement of financial position liability method, deferred tax is recognized in respect of all 

temporary differences between the carrying value of assets and liabilities in the consolidated statement of 

financial position and the corresponding tax base. 
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(M) INCOME TAXES (CONTINUED) 

Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset is realized 

or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted 

by the reporting date. 

Deferred tax assets are recognized only to the extent that the Group considers that it is probable (i.e. more 

likely than not) that there will be sufficient taxable profits available for the asset to be utilized within the 

same tax jurisdiction. 

Deferred tax assets and liabilities are offset only when there is a legally enforceable right to offset current 

tax assets against current tax liabilities, they relate to the same tax authority and the Group’s intention is to 

settle the amounts on a net basis. 

The tax expense for the period comprises current and deferred tax. Tax is recognized in profit or loss, 

except if it arises from transactions or events that are recognized in other comprehensive income or directly 

in equity. In this case, the tax is recognized in other comprehensive income or directly in equity, respectively. 

(N) PROVISIONS 

Where, at the reporting date, the Group has a present obligation (legal or constructive) as a result of a past 

event and it is probable that the Group will settle the obligation, a provision is made in the statement of 

financial position. Provisions are made using best estimates of the amount required to settle the obligation 

and are discounted to present values using a pre-tax rate that reflects current market assessments of the 

time value of money and the risks specific to the obligation. Changes in estimates are reflected in profit or 

loss in the period they arise. 

(O) EQUITY 

Equity instruments are contracts that give a residual interest in the net assets of the Group. Ordinary shares 

are classified as equity. Equity instruments are recognized at the amount of proceeds received net of costs 

directly attributable to the transaction. To the extent those proceeds exceed the par value of the shares 

issued they are credited to a share premium account. 

Dividends are recognized as liabilities when they are declared (i.e. the dividends are appropriately 

authorized and no longer at the discretion of the entity). Typically, dividends are recognized as liabilities in 

the period in which their distribution is approved at the Shareholders’ Annual General Meeting. Interim 

dividends are recognized when paid. 

(P) SIGNIFICANT JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY 

The Group makes certain estimates and assumptions regarding the future. Estimates and judgments are 

continually evaluated based on historical experience and other factors, including expectations of future 

events that are believed to be reasonable under the circumstances. In the future, actual experience may 

differ from these estimates and assumptions. The estimates and assumptions that have a significant risk 

of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial 

year are discussed below. 

The ultimate liability arising from claims made under insurance contracts 

The estimation of the ultimate liability arising from claims made under general insurance contracts is the 

Group's most significant accounting estimate. There are several sources of uncertainty that need to be 

considered in the estimation of the liability that the Group will ultimately pay for those claims. For general 

insurance contracts, estimates have to be made both for the expected ultimate cost of claims reported at  
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The ultimate liability arising from claims made under insurance contracts (continued) 

the reporting date and for the expected ultimate cost of claims incurred but not yet reported (IBNR) at the 

reporting date. It can take a significant period of time before the ultimate claims cost can be established 

with certainty and for some type of policies, IBNR claims form the majority of the statement of financial  

position insurance liability. General insurance claims provisions are not discounted for the time value of 

money. 

Impairment of insurance, reinsurance and subrogation receivables 

The Group estimates impairment of receivables derived from insurance and reinsurance contracts. Factors 

that the Group considers whether a financial asset is impaired is its overdue status or bad credit rating of a 

debtor. The impairment is calculated based on the analysis of assets subject to risks and reflects the amount 

sufficient, in the opinion of the management, to cover relevant losses. The provisions are created as a result 

of an individual evaluation of assets subject to risks regarding financial assets being material  

individually and on the basis of an individual or joint evaluation of financial assets not being material 

individually. 

Useful lives of property and equipment and intangible assets 

Property and equipment and intangible assets are depreciated over their useful lives. Useful lives are based 

on the management's estimates of the period that the assets will generate revenue, which are periodically  

reviewed for continued appropriateness. Changes to estimates can result in significant variations in the 

carrying value and amounts charged to the statement of comprehensive income in specific periods. 

Fair value of investment property 

Fair value of properties is determined by independent professionally qualified appraisers. Fair value is 

mainly determined using the sales comparison method. The estimate is subject to change as new 

transaction data and market evidence becomes available. 

Income tax 

The Group is subject to income tax and significant judgment is required in determining the provision for 

income taxes. During the ordinary course of business, there are transactions and calculations for which the 

ultimate tax determination is uncertain. As a result, the Group recognizes tax liabilities based on estimates 

of whether additional taxes and interest will be due. These tax liabilities are recognized when, despite the 

Group's belief that its tax return positions are supportable, the Group believes that certain positions are 

likely to be challenged and may not be fully sustained upon review by tax authorities. 
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3. NET INSURANCE REVENUE 

The group net insurance revenue for 2019 and 2018 consist of following:  

 2019 2018 

 

Gross premiums / 
(cancellations) 

Premiums ceded 
to reinsurers 

Net 
premiums 

Gross premiums / 
(cancellations) 

Premiums ceded 
to reinsurers 

Net 
premiums 

Health 4,722 (22) 4,700 4,819 (2,279) 2,540 

Road Transport Means (Casco) 4,584 (15) 4,569 2,134 (101) 2,033 
Motor Third Party Liability  
(Compulsory) 2,262 0 2,262 1,859 0 1,859 

Property 847 (502) 345 610 (407) 203 

Financial Loss Risks 1,171 (546) 625 453 (72) 381 

Agriculture 339 (192) 147 395 (215) 180 

Motor Third Party Liability 715 0 715 317 (6) 311 

Engineering (Construction) Risks 79 (43) 36 297 (160) 137 

Cargo 532 (334) 198 188 (110) 78 

Aviation related 0 0 0 (670) 664 (6) 

Other 761 (334) 427 365 (122) 243 

 16,012 (1,988) 14,024 10,767 (2,808) 7,959 
Changes in unearned premium  
reserves (1,552) (714) (2,266) 699 (475) 224 

Net insurance revenue 14,459 (2,701) 11,758 11,466 (3,283) 8,183 

 

Health insurance includes the product called ‘life insurance’. Actually, the product is a short-term insurance contract, based on which a fixed amount 

is paid to a beneficiary when the insured person dies within the contract term. 

Compulsory insurance of Motor Third Party Liability refers to compulsory insurance of motor transport registered in foreign countries and moving in 

Georgia. It is administered by Compulsory Insurance Center (Non-Commercial Legal Entity). The Center started functioning on 1 March 2018 in 

accordance with Georgian legislation. Compulsory insurance of MTPL is a joint operation where 17 insurance companies operating in Georgia 

(including the Group) are joint operators and share the insurance revenue and risks equally. 

Unearned premium reserve is disclosed in Note 6. 
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4. INSURANCE CLAIMS PAID 

The group insurance claims paid for 2019 and 2018 consist of following: 

 2019 2018 

  Paid 
Ceded to 

reinsurers 
Net 

payment Paid 
Ceded to 

reinsurers 
Net 

payment 

Health 3,526 10 3,536 3,394 (46) 3,348 

Aviation related 6 (6) - 1,543 (1,543) - 

Road Transport Means (Casco) 3,595 (50) 3,545 1,427 (32) 1,395 

Agriculture 341 (256) 85 236 (189) 47 

Property 76 (48) 28 183 (162) 21 

Other 3,723 (2,941) 782 311 (75) 236 

Other expenses related to claims handling 112 0 112 90 0 90 

Subrogation income (937) 0 (936) (495) 0 (495) 

Insurance benefits and claims paid 10,443 (3,291) 7,152 6,689 (2,047) 4,642 

5. INSURANCE CONTRACT LIABILITIES AND REINSURANCE ASSETS 

The group insurance contract liability and reinsurance assets for 2019 and 2018 consist of following: 

Insurance contract liabilities 31 December, 
2019 

31 December, 2018 

Unearned premiums reserve( UPR) 4,344 3,744 

Provisions for claims reported by policyholders( RBNS) 3,406 7,325 

Provisions for claims incurred but not reported (IBNR) 591 356 

Loss adjustment expenses reserve (LAER) - - 

Liability from insurance contracts 8,341 11,425 

 

Reinsurance assets 31 December, 
2019 

31 December, 2018 

Reinsurers’ share in unearned premiums Reserve( UPR) 518 1,173 

Reinsurers’ share in provisions for claims reported by 
policyholders( RBNS) 

2,038 6,418 

Reinsurers’ share in provisions for claims incurred but 
not reported(IBNR) 

- - 

Reinsurers’ share in Loss adjustment expenses reserve - - 

 
Reinsurance assets 

     
          2,556  

                               
7,591  

  
31 December, 

2019 
31 December, 2018 

Unearned premium reserve (UPR) 3,826 2,571 

Provisions for claims reported by policyholders (RBNS) 1,368 907 

Provisions for claims incurred but not reported (IBNR)  591 356 

NET LIABILITIES FROM INSURANCE CONTRACTS 5,785 3,834 

 

At 31 December 2019 provisions for claims reported by policyholders and reinsurers’ share in the provision 
includes GEL 818 and GEL 818 (2018: GEL 2,108 and GEL 2,108) respectively related to the reported loss 
on Aviation TPL (Third Party Liability) policy by Georgian Airways. The policy was 100% reinsured under 
the reinsurance treaty signed with insurance broker Marsh Ltd. 
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a) Analyses of movement in UPR, gross of reinsurance: 

 2019 2018 

Balance at 1 January 3,744  4,495  

Gross written premium  16,012  10,768  

Change due to recognition net of acquisition costs  (953) (52) 

Gross earned premium  (14,459) (11,467) 

Balance at 31 December 4,344  3,744  
 

b) Analyses of movement in UPR, reinsurer's share: 

 2019 2018 

Balance at 1 January 1,173  1,566  

Reinsurer's share of gross written premium 1987 2,808  

Change due to recognition net of acquisition income 59 82  

Gross reinsurer's earned premium  (2,701) (3,283) 

Balance at 31 December 518  1,173  
 

c) Analyses of movement in UPR, net of reinsurance): 

 2019 2018 

Balance at 1 January  2,571   2,929  

Net written premium  14,025   7,960  

Change due to recognition net of acquisition costs  (953)  (52) 

Change due to recognition net of acquisition income  (59)  (82) 

Net earned premium  (11,758)  (8,184) 

Balance at 31 December  3,826   2,571  
 

d) Analyses of movement in claims provisions, gross of reinsurance: 

 2019 2018 

Balance of reported but not settled claims at 1 January 7,325  8,762  

Balance of incurred but not reported at 1 January 356  254  

Total provisions for claims at 1 January 7,681  9,016  

Claims incurred during the period  6,759  5,354  

Claims paid during the period  (10,443) (6,689) 

Changes in other insurance reserves (3,684) (1,335) 

Total provisions for claims at 31 December  3,997  7,681  

Balance of reported but not settled claims at 31 December 3406 7,325  

Balance of incurred but not reported at 31 December  591  356  
 

e) Analyses of movement in claims provisions, reinsurer's share: 

  2019 2018 

Balance of reported but not settled claims at 1 January 6,418  7,760  

Balance of incurred but not reported at 1 January   -     -   

Total provisions for claims at 1 January 6,418  7,760  
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Claims incurred during the period  (1,088) 704  

Claims paid during the period  (3,291) (2,047) 

Changes in other insurance reserves  (4,379)  (1,343) 

   
Total provisions for claims at 31 December  2,038  6,417  

Balance of reported but not settled claims at 31 December 2,038  6,417  

Balance of incurred but not reported at 31 December   -     -   
 

f) Analyses of movement in claims provisions, net of reinsurance: 

  2019 2018 

Balance of reported but not settled claims at 1 January 908  1,002  

Balance of incurred but not reported at 1 January 356  254  

Total provisions for claims at 1 January 1,264  1,256  

   
Claims incurred during the period  7,847  4,650  

Claims paid during the period  (7,152) (4,642) 

Changes in other insurance reserves 696  8  

   
Total provisions for claims at 31 December  1,959  1,264  

Balance of reported but not settled claims at 31 December 1,369  908  

Balance of incurred but not reported at 31 December 591  356  
 

6. INTEREST INCOME AND EXPENSE 

The group interest income and expense   for 2019 and 2018 consist of following: 

  2019 2018 

Amounts due from credit institutions  242 173 

Loans issued and receivables 207 21 

Cash and cash equivalents  9 6 

INTEREST INCOME 458 200 

   
Borrowings  (4)  (64) 

Financial lease liabilities  (176)   -   

INTEREST EXPENSE  (180)  (64) 

 

7. GAIN FROM SALE OF SUBSIDIARY 

The group gain from sale of subsidiary for 2019 and 2018 consist of following: 

  2019 2018 

Consideration received  2,500    -   

Net assets disposed  (1,940)   -   

Gain from sale of subsidiaries  560    -   

 

The gain was due to disposal of the following subsidiary, all of them operating in Georgia: 
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                                                                                                     Ownership 

Agaraki LLC                                                                                     after disposal                   before disposal 

                                                                                                                       -                                       100% 

8. OTHER INCOME AND EXPENSES 

The group other income and expenses for 2019 and 2018 consist of following: 

 Other income 2019 2018 

Write-off of liabilities 82 258 

Rent income 75 64 

Other 130 81 

TOTAL OTHER INCOME 287 403 

 
  

 Other expenses 2019 2018 

Compulsory Insurance Center membership fees 291 335 

Customs and other taxes 38 30 

Other 4 125 

TOTAL OTHER EXPENSES 333 490 

9. GENERAL AND OTHER ADMINISTRATIVE EXPENSES 

The group general and administrative expenses for 2019 and 2018 consist of following: 

  2019 2018 

Occupancy and rent 18 419 

Marketing and advertising - 327 

Legal and consultancy 105 181 

Supervision fee 144 114 

Selling expenses - 98 

Cost of various services 166 82 

Communications 58 81 

Repair and maintenance of property and equipment 19 56 

Transportation 17 48 

Utilities 31 46 

Representative expenses 48 42 

Other 105 176 

  711 1670 

Audit fee for FY 2019 totalized GEL 42 (2018: GEL 34). 
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10. IMPAIRMENT CHARGE 

The group impairment charge for 2019 and 2018 consist of following: 

  2019 2018 

Insurance and reinsurance receivables (Note 15)  407   530  

Other assets (Note 20)  474   257  

   881   787  

11. ACQUISITION COSTS, NET OF REINSURANCE 

The group acquisition cost, net of insurance   for 2019 and 2018 consist of following: 

  2019 2018 

Acquisition costs  2,629   1,233  

Acquisition income  (602)  (577) 

   2,027   656  

12. NET FOREIGN EXCHANGE GAIN  

The group net foreign exchange gain for 2019 and 2018 consist of following: 

  2019 2018 

Unrealized FX gain / (loss) 481 199 
Realized FX gain / (loss)  (4)   -   

   477   199  

13. CASH AND CASH EQUIVALENTS, AMOUNTS DUE FROM CREDIT INSTITUTIONS 

The Group’s cash and cash equivalents and Amount due from credit institution as at 31 December, 2019 

and 31 December, 2018 consist of following: 

  31 December,2019 31 December,2018 

Cash on hand 5 7 

Current accounts with banks  1,136 390 

  1,141 397 

 

Cash and cash equivalents of the Company on a standalone basis was GEL 1,141 (2018: GEL 393). The 
regulator requirement is to maintain minimum level of cash and cash equivalents at 10% of the insurance 
contract liabilities subject to reservation as defined by regulatory reserve requirement resolution, which as 
of reporting date amounted to GEL 277 (2018: GEL 95). 
 

  31 December,2019 31 December,2018 

JSC Halyk Bank Georgia 3,951 3,686 

JSC Terabank 1,039 973 

JSC Finca Bank Georgia - 415 

JSC VTB Bank Georgia 445 0 

AMOUNTS DUE FROM CREDIT INSTITUTIONS 5,435 5,074 
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Amounts due from credit institutions are represented by short-term (less than 12 months) placements with 

Georgian banks and earn annual interest of 3.75% to 4.5% (2018 – 4% to 4.5%). 

Amounts due from credit institutions include GEL 1,134 (2018: GEL 711) of restricted deposits to secure 

insurance contract liabilities in accordance with regulatory requirement of Insurance State Supervision 

Service of Georgia. 

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

14. INSURANCE AND REINSURANCE RECEIVABLES 

The Group’s insurance and reinsurance receivable as at 31 December, 2019 and 31 December, 2018 

consist of following: 

  31 December,2019 31 December,2018 

Due from policyholders 5,805 7,991 

Due from reinsurers 2,218 2,192 

Less - allowance for impairment (1,347) (5,002) 

Total insurance and reinsurance receivables 6,676 5,181 

 

The carrying amounts disclosed above reasonably approximate their fair values at year end. 

Analysis of credit risk is provided in Note 26. 

Changes in provision for impairment of insurance premium receivable: 

  31 December,2019 31 December,2018 

At 1 January 5,002 4,472 

Charge for the year 407 530 

(reversal) for the year (4,062) - 

At 31 December 1,347 5,002 
 

15. FINANCIAL INSTRUMENTS HELD-TO-MATURITY 

Held-to-maturity financial instruments are the corporate debt securities issued by Eurohold Bulgaria AD on 

7 December 2017. Annual interest is 6.45% and maturity – 5 years. The carrying amount of the instruments 

reasonably approximate their fair values at year end.In 2019 the corporate debt securities were sold and 

the amount - 200 EUR (643 GEL) was credited to Unicredit Bullbank account. The proceeds of the corporate 

debt securities sale and the interest accrued during the year - 228 EUR (730 GEL) were transferred to JSC 

Khalik Bank Georgia Euro account. 

16. INCOME TAX 

The Group’s income tax as at 31 December, 2019 and 31 December, 2018 consist of following: 

 2019 2018 

Deferred tax benefit due to loss carried forward 149 164 

Deferred tax benefit / (expense) 23 (36) 

Income tax benefit 172 128 
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 Reconciliation of income tax benefit: 2019 2018 

Loss before income tax expense 789 1,611 

Permanent difference due to disposal of subsidiaries - - 

Adjustment recognized for prior periods - (187) 

Other temporary and permanent differences 204 (331) 

Tax loss carried forward 993 1,093 

15% of the loss carried forward 149 164 
 
Deferred tax asset comprises temporary differences attributable to: 
 

 2019 2018 

Loss carried forward  713  564  

Insurance receivables  739  750  

Reinsurance assets  37  35  

Property and equipment  (12)  (33) 

Goodwill  75  88  

Subrogation receivable (other assets)  510  442  

Loans issued (other assets)  875  872  

Other assets  31  18  

Insurance contracts liabilities  (233) (77) 

Insurance contracts liabilities 93 - 

Other liabilities  5  2  

 2,833  2,661  

17. PROPERTY AND EQUIPMENT 

The Group’s property and equipment   as at 31 December, 2019 and 31 December, 2018 consist of 

following: 

  
Land and 
buildings 

Office 
equipment 

Leasehold 
improvement 

Right of use 
asset 

Total 

Book value      
31 December 2017 1,431 1,120 1,149 - 3,700 

Additions - 108 - - 108 

Disposals - (110) - - (110) 

31 December 2018 1,431 1,118 1,149 - 3,698 

Additions - 352 - 2,529 2,881 

Transfer to investment property (1,431) - - - (1,431) 

31 December 2019 - 1,470 1,149 2,529 5,148 

Accumulated depreciation      

31 December 2017 60 1,026 1,116 - 2,202 

Depreciation charge - 40 16 - 56 

Correction of prior period (60) - - - (60) 

Disposals - (110) - - (110) 

31 December 2018 - 956 1,132 - 2,088 

Depreciation charge - 73 9 323 405 

31 December 2019 - 1,029 1,141 323 2,494 

 
Net book value      
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1 January 2018 1,371 94 33 - 1,498 

31 December 2018 1,431 162 17 - 1,610 

31 December 2019 - 441 8 2,206 2,654 

 

During accounting year the land and building was recognized as an investment property regarding to the 
IAS 40.  
The Group recognized the right of use asset (ROU) according to the IFRS 16 adopted as at January 1, 
2019. Based on lease agreement company uses office space. Maturity date of current lease agreement is 
31 August 2020, but management plans to use option right and continue the arrangement for an additional 
five year. 
 

18. INVESTMENT PROPERTY 

The Group’s investment property at 31 December, 2019 and 31 December, 2018 consist of following: 

    31 December 2019 31 December 2018 

1 January  1,912 1,852 

Fair value gain / (loss)  258 60 

Additions  1,431 - 

Sales  (1,912) - 

31 December   1,689 1,912 

 

The investment property derecognized was land in Mtskheta Region, the fair value of which as at 31 

December 2018 was determined based on the valuation report of independent valuator – Expert Group Ltd. 

The Group recognized the movement of building located on Shardeni street, Tbilisi from property, plant and 

equipment to investment property, during FY 2019 the building was leased, this investment property is 

recognized at fair value. The valuation was performed in accordance with International Valuation Standards 

(IVS) using market approach. 

19. OTHER ASSETS 

The Group’s other assets at 31 December, 2019 and 31 December, 2018 consist of following: 

  31 December, 2019 31 December, 2018 

Subrogation receivable, net of allowance for impairment 420 165 

Advances and prepayments 169 153 

Inventory 222 127 

Miscellaneous receivables, net of allowance for impairment 319 61 

Intangible assets, net of amortization 16 22 

Loans issued, net of allowance for impairment 2,267 6 

Other 153 134 

  3,566 668 

 

  31 December , 2019 31 December, 2018 

Loans issued               8,097                      5,816  

Allowance for impairment of loans issued              (5,830)                   (5,810) 

                2,267                            6  
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      31 December , 2019    31 December , 2018 

Subrogation receivable  3,820   3,111  

Allowance for impairment of subrogation receivable  (3,400)  (2,946) 

   420   165  

 

  31 December, 2019 31 December, 2018 

Miscellaneous receivables  1,170  1,049 

Allowance for impairment of miscellaneous receivables  (851)  (938) 

  319 111 

Changes in provision for impairment of other assets: 

  31 December , 2019 31 December , 2018 

1 January  9,694   9,755  

Charge 474  174  

Write-off  (87)  (235) 

31 December  10,081   9,694  
 

 

20. SHARE CAPITAL 

The Group’s share capital at 31 December, 2019 and 31 December, 2018 consist of following: 

3,238,000 ordinary shares, with a nominal value of GEL 1 each, were fully paid as at 31 December 2019 

(2018: 3,125,000). Shareholders are presented in Note 1. 

For the requirements of regulatory legislation regarding equity capital refer to Note 26, Capital Management. 

21. OTHER INSURANCE LIABILITIES 

The Group’s other insurance liabilities at 31 December, 2019 and 31 December, 2018 consist of 

following: 

  31 December , 2019 31 December , 2018 

Reinsurance payables 2,059 1,544 

Claims payable 1,730 1,310 

  3,789 2,854 

 

22. BORROWINGS 

The Group’s borrowing at 31 December, 2019 and 31 December, 2018 consist of following: 

  31 December , 2019 31 December , 2018 

Short-term loan from Tengiz Mezurnishvili   -    6  

Other loans  235   10  

   235   16  
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23. FINANCE LEASE LIABILITY 

The Group’s finance lease liability 31 December, 2019 and 31 December, 2018 consist of following: 

  31 December, 2019 31 December, 2018 

Short term lease liability                            817    -   

Long term lease liability                         2,031    -   

Total lease liabilities                         2,848                                   -    

 

  2019 2018 

Initial recognition                         2,529                                -    

Interest income/expense                            176                                -    

FX effect                            143                                -    

balance for the period end                         2,848                                -    

24. TRADE AND OTHER PAYABLES 

The Group’s trade and other payable at 31 December, 2019 and 31 December, 2018 consist of following: 

  31 December , 2019 31 December , 2018 

Trade payables 265 517 

Commission payable 263 391 

Accruals for employee compensation 31 5 

Advances received 34 0 

Other payables 174 55 

  767 968 

 

The carrying amount of liabilities is considered to be in line with their fair value at the reporting date. 

25. TAX PAYABLE 

Taxes payable of the Group comprise of only tax payables, the Group has no tax asset to net-off with tax 

payables. Taxes payables mainly consists of CIT and PIT. 

26. COMMITMENTS AND CONTINGENCIES 

Legal 

In the ordinary course of business, the Group is subject to legal actions and complaints. Provisions for the 

probable result of current legal claims are being recognized in the financial statements. Management 

believes that the ultimate liability, if any, arising from litigations will not have a material adverse effect on 

the financial condition or the results of future operations of the Group. 

Taxation 

Georgian tax legislation is subject to varying interpretations, and changes, which can occur frequently. 

Management's interpretation of such legislation as applied to the transactions and activity of the Group may 

be challenged by the relevant tax authorities. 
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26. COMMITMENTS AND CONTINGENCIES (CONTINUED) 

The act of tax audit of the Company for the periods up to 2015 was issued by the tax authorities in November 

2017. According to the act, additional corporate income tax payable in amount of GEL 353 (GEL 516 

including corresponding fines) has been charged. The Group filed a claim against the act in March 2018 

and management believes the Group will win the case, therefore the additional payable is not recognized 

in the financial statements. 

27. RISK MANAGEMENT 

The activities of the Group are exposed to various risks. Risk management therefore is a critical component 

of its insurance activities. Risk is inherent in the Group’s activities but is managed through a process of 

ongoing identification, measurement and daily monitoring, subject to risk limits and other controls. Everyone 

within the Group is accountable for the risk exposures relating to his or her responsibilities. The main 

financial risks inherent in the Group’s operations are those related to credit, liquidity and market  

movements in interest and foreign exchange rates and equity prices. A summary description of the Group’s 

risk management policies in relation to those risks follows. 

Governance framework 

The primary objective of the Group’s risk and financial management framework is to protect the Group from 

events that hinder the sustainable achievement of the Group’s performance objectives, including failing to 

exploit opportunities. The Group recognizes the critical importance of having efficient and effective risk 

management systems in place. 

The Group has established a risk management function with terms of reference for the executive 

management board. Management board delegates to respective members of senior management 

responsibilities for overseeing compliance with established risk management policies. 

The management board approves the Group risk management policies and meets regularly to approve on 

any commercial, regulatory and own organizational requirements in such policies. The policies define the 

Group’s identification of risk and its interpretation, limit structure to ensure the appropriate quality and 

diversification of assets, alignment of underwriting and reinsurance strategy to the corporate goals and 

specify reporting requirements. 

Capital management objectives, policies and approach 

The Group has established the following capital management objectives, policies and approach to 

managing the risks that affect its capital position. 

The capital management objectives are: 

 To maintain the required level of stability of the Group thereby providing a degree of security to 

policyholders. 

 To allocate capital efficiently and support the development of business by ensuring that returns on 

capital employed meet the requirements of its capital providers and of its shareholders. 

 To retain financial flexibility by maintaining strong liquidity and access to funds available from 

financial institutions. 

 To maintain financial strength, to support new business growth and to satisfy the requirements of 

the policyholders, regulators and stakeholders. 

The operations of the Group are also subject to local regulatory requirements within the jurisdiction where 

it operates. Such regulations not only prescribe approval and monitoring of activities, but also impose  
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27. RISK MANAGEMENT (CONTINUED) 

certain restrictive provisions e.g. Capital adequacy to minimize the risk of default and insolvency on the part 

of insurance companies to meet unforeseen liabilities as these arise. 

The Group's capital management policy for its insurance and non-insurance business is to hold sufficient 

liquid assets to cover statutory requirements based on the regulatory directives. 

Approach to capital management 

The Group seeks to optimize the structure and sources of capital to ensure that it consistently maximizes 

returns to shareholders and policyholders. 

The Group’s approach to managing capital involves managing assets, liabilities and risks in a coordinated 

manner, assessing shortfalls between reported and required capital levels on a regular basis and taking 

appropriate actions to influence the capital position of the Group. 

The Group has had no significant changes in its policies and processes to its capital structure during the 

past year from previous years. 

Capital Management 

The insurance sector in Georgia is regulated by the Insurance State Supervision Service of Georgia 

(“ISSSG”). The ISSSG imposes minimum capital requirements for insurance companies. These 

requirements are put in place to ensure sufficient solvency margins. 

According to the ISSSG directive №27, issued on 25 December 2017, the minimum capital throughout the 

period should be not less than GEL 2,200 thousand and the Company should, at all times, maintain total of 

this amount in either cash and cash equivalents or in bank balances. The minimum capital requirement is  

GEL 4,200 thousand for the period from 31 December 2018 to 31 December 2020 and GEL 7,200 thousand 

thereafter. 

27.1. Insurance risk 

The risk under an insurance contract is the risk that an insured event will occur including the uncertainty of 

the amount and timing of any resulting claim. The principal risk the Group faces under such contracts is 

that actual claims and benefit payments exceed the carrying amount of insurance liabilities. This is 

influenced by the frequency of claims, severity of claims, actual benefits paid are greater than originally 

estimated and subsequent development of long-term claims. 

The variability of risks is improved by diversification of risk of loss to a large portfolio of insurance contracts 

as a more diversified portfolio is less likely to be affected across the board by change in any subset of the 

portfolio, as well as unexpected outcomes. The variability of risks is also improved by careful selection and 

implementation of underwriting strategy and guidelines as well as the use of reinsurance arrangements. 

The Group establishes underwriting guidelines and limits, which stipulate who may accept what risks and 

the applicable limits. These limits are continuously monitored. 

The Group primarily uses loss ratio and expense ratio to monitor its insurance risk. Loss ratio is defined as 

net insurance claims divided by net insurance revenue. Expense ratio is defined as operating expenses  

excluding interest expense divided by net insurance revenue. The Group’s loss ratios and expense ratios 

calculated on a net basis were as follows: 
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27.1. Insurance risk (continued) 

   

 
   2019 2018 

Loss ratio      67% 57% 

Expense ratio      52% 70% 
 

Risks under the Group’s insurance policies usually cover twelve months duration. For general insurance 

contracts the most significant risks arise from climate changes and natural disasters. For healthcare 

contracts the most significant risks arise from lifestyle changes, epidemic and so on. These risks vary 

significantly in relation to the location of the risk insured by the Group, type of risk insured and by industry. 

Undue concentration by amounts can have a further impact on the severity of benefit payments on a 

portfolio basis. 

Insurance risk management 

The above risk exposure is mitigated by diversification across a large portfolio of insurance contracts. The 

variability of risks is improved by careful selection and implementation of underwriting strategies, which are 

designed to ensure that risks are diversified in terms of type of risk and level of insured benefits. This is 

largely achieved through diversification across industry sectors. Further, strict claim review policies to 

assess all new and ongoing claims, regular detailed review of claims handling procedures and frequent  

investigation of possible fraudulent claims are all policies and procedures put in place to reduce the risk 

exposure of the Group. The Group further enforces a policy of actively managing and prompt pursuit of 

claims, in order to reduce its exposure to unpredictable future developments that can negatively impact the 

Group. The Group has also limited its exposure by imposing maximum claim amounts on certain contracts 

as well as the use of reinsurance arrangements in order to limit exposure to catastrophic events, for 

example hurricanes, earthquakes and flood damages. 

Even though the Group currently does not use direct analysis in creating insurance claims provision and 

creates insurance provision according to Georgian legislation, which precisely defines what type of reserve 

should be made and in what quantity, claims provision is adequate to generated claims. 

Sources of uncertainty in the estimation of future claim payments 

Claims on insurance contracts are payable on a claims-occurrence basis. There are several variables that 

affect the amount and timing of cash flows from these contracts. These mainly relate to the inherent risks 

of the insured sector and the risk management procedures they adopted. The estimated cost of claims 

includes direct expenses to be incurred in settling claims, net of the expected subrogation value and other 

recoveries. The Group takes all reasonable steps to ensure that it has appropriate information regarding its 

claims exposures. However, given the uncertainty in establishing claims reserve, it is likely that the final 

outcome will prove to be different from the original liability established. The liability for these contracts 

comprises a reserve for IBNR and a reserve for reported claims not yet settled. 

The estimation of IBNR is generally subject to a greater degree of uncertainty than the estimation of the 

cost of settling claims already notified to the Group, where information about the claim event is available. 

At the end of each reporting period the Group assess whether its recognized insurance liabilities are 

adequate: the Group determines whether the amount of recognized insurance liabilities is less than the  
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Sources of uncertainty in the estimation of future claim payments (continued) 

carrying amount that would be required if the relevant insurance liabilities were within the scope of IAS 37 

Provisions, Contingent Liabilities and Contingent Assets. If it is less, the insurer will recognize the entire 

difference in profit or loss and increase the carrying amount of the relevant insurance liabilities. 

27.2. Credit risk 

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 

the other party to incur a financial loss. 

The Group manages the level of credit risk it accepts through a comprehensive group credit risk policy 

setting out the assessment and determination of what constitutes credit risk for the Group; setting up of 

exposure limits by each counterparty or group of counterparties, geographical and industry segments; right 

of offset where counterparties are both debtors and creditors; guidelines on obtaining collateral and 

guarantees; reporting of credit risk exposures and breaches to the monitoring authority; monitoring 

compliance with credit risk policy and review of credit risk policy for pertinence and changing environment. 

The following is a brief description of how the Group manages its credit risk exposure: 

Reinsurance 

Even though the Group may have reinsurance arrangements, it is not relieved of its direct obligations to its 

policyholders and thus a credit exposure exists with respect to reinsurance ceded, to the extent that any 

reinsurer is unable to meet its obligations assumed under such reinsurance agreements. The Group is 

neither dependent on a single reinsurer nor are the operations of the Group substantially dependent upon 

any reinsurance contract. There is no single counterparty exposure that exceeds 43% of total reinsurance 

assets at the reporting date. The Group evaluates the financial condition of its reinsurers regularly. 

Insurance and reinsurance receivables 

The Company sets the maximum amounts and limits that may be advanced to / placed with individual 

corporate counterparties which are set by reference to their long-term ratings. 

The credit risk in respect of customer balances, incurred on non-payment of premiums or contributions will 

only persist during the grace period specified in the policy document on the expiry of which the policy is 

either paid up or terminated. 

Credit quality per class of financial assets 

The credit quality of financial assets is managed by the Group through internal credit assessment 

procedures. The table below shows the credit quality by class of asset for loan-related lines in the 

consolidated statement of financial position, based on the Group’s credit assessment system. 

 

 

 

Neither past 
due nor 
impaired 

Past-due 
but not impaired  Total 

 
  2019 2019 2019 

Amounts due from credit institutions   5,435 - 5,435 

Insurance and reinsurance receivables:      
Insurance receivables   3,878 580 4,458 

Reinsurance receivables   2,218  2,218 

Total     11,531 580 12,111 
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Credit quality per class of financial assets (continued) 

 

  

 

Neither past due 
nor impaired 

2018 

Past-due 
but not 

impaired 
2018 

Total 
2018 

Amounts due from credit institutions  5,074 - 5,074 

Insurance and reinsurance receivables:     
Insurance receivables   2,537 452 2,989 

Reinsurance receivables   2,192 - 2,192 

Total      9,803 452 10,255 

 
Credit quality per class of financial assets  

Insurance and reinsurance receivables that are neither past due nor impaired include insurance and 

reinsurance receivables that are not past due more than 30 days as of the reporting date. Insurance and 

reinsurance receivables that are past due but not impaired include insurance and reinsurance receivables 

overdue for more than 30 days. 

27.3. Liquidity risk 

Liquidity risk is the risk that an entity will encounter difficulty in raising funds to meet cash commitments 

associated with financial instruments. Liquidity risk may result from either the inability to sell financial assets 

quickly at their fair values; or counterparty failing on repayment of a contractual obligation; or insurance 

liability falling due for payment earlier than expected; or inability to generate cash inflows as anticipated. 

The major liquidity risk confronting the Group is the daily calls on its available cash resources in respect of 

claims arising from insurance contracts and the maturity of debt securities. 

The Group manages liquidity through the liquidity risk policy which determines what constitutes liquidity risk 

for the Group; specifies minimum proportion of funds to meet emergency calls; setting up of contingency 

funding plans; specify the sources of funding and the events that would trigger the plan; monitoring 

compliance with liquidity risk policy and review of liquidity risk policy for pertinence and changing 

environment. 

The table below analyses financial and insurance assets and liabilities of the Group into their relevant 

maturity groups based on the remaining period at the reporting date to their contractual maturities or 

expected repayment dates. 

31 December, 2019 
Within one year More than one year Total 

Assets:    
Cash and cash equivalents          1,141                     -             1,141  
Amounts due from credit institutions          5,435                     -             5,435  
Insurance and reinsurance receivables          6,675                       1           6,676  
Loans issued and receivables          2,267                     -             2,267  
Reinsurance assets          1,738                   818           2,556  
Other assets          3,159                     -             3,159  
Total assets        20,415                819         21,234  
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Liabilities: Within one year More than one year Total 

Insurance contract liabilities          7,523                   818           8,341  
Other insurance liabilities          3,789                     -             3,789  
Borrowings             234                     -                234  
Trade and other payables             767                     -                767  
Taxes payable          1,317                     -             1,317  
Total liabilities        13,630                   818         14,448  
Net position          6,785                1           6,786  
Accumulated gap 6,785  6,786   

 

31 December 2018 
Within one year 

More than one 
year 

Total 

Assets:    
Cash and cash equivalents 397  -  397  
Amounts due from credit institutions 5,074  -  5,074  
Insurance and reinsurance receivables 5,176  5  5,181  
Reinsurance assets 5,479  2,113  7,592  
Other assets 365  -  365  
Total assets 16,491  2,118  18,609   

   
Liabilities:    
Insurance contract liabilities 9,295  2,130  11,425  
Other insurance liabilities 2,854  -  2,854  
Borrowings 16  -  16  
Trade and other payables 968  -  968  
Taxes payable 1,005  -  1,005  
Total liabilities 14,138  2,130  16,268   

   
Net position 2,353  (12) 2,341  
Accumulated gap 2,353  2,341   

 

The amounts and maturities in respect of insurance liabilities are based on management’s best estimate 

based on statistical techniques and past experience. 

27.4. Geographical concentration 

All the assets and liabilities, other than those disclosed below, were concentrated in Georgia. The disclosure 

is based on the countries where the insurance business is written. The analysis would not be materially 

different if based on the countries in which the counterparties are situated 
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Georgia 
OECD 

countries 

Non-
OECD 

countries 
Total 

As at 31 December 2019 
       

Assets:        
Loans issued and receivables              2,267                -                 -            2,267  
Reinsurance assets                  39            1,454          1,063          2,556  
Deferred income tax assets 

   
          2,835                -                 -            2,835  

Other assets 
   

          1,283                -                 -            1,283  
Insurance and reinsurance receivables 

   
          4,458                57          2,161          6,676  

Amounts due from credit institutions 
   

          5,435                -                 -            5,435  
Cash and cash equivalents 

   
          1,141                -                 -             1,141  

Total assets           17,458            1,511          3,224         22,193  

As at 31 December 2019 

   

Georgia 
OECD 

countries 
Non-OECD 
countries 

Total 

Liabilities:        
Insurance contracts liabilities 

   
          8,341                -                 -            8,341  

Other insurance liabilities 
   

          1,728              551          1,510          3,789  
Financial liabilities 

   
             234                -                 -               234  

Other liabilities 
   

          2,084                -                 -            2,084  

Total liabilities           12,387              551           1,510         14,448  

        

Net position                 5,071              960           1,714          7,745  

 

 Georgia 
OECD 
countries 

Non-OECD 
countries 

Total 

As at 31 December 2018 
    

Assets:     
Reinsurance assets   -    5,365   2,227   7,592  

Insurance and reinsurance receivables  2,989    -    2,192   5,181  

Total Assets 2,989 5,365 4,419 12,773 
     

As at 31 December 2018 Georgia 
OECD 
countries 

Non-OECD 
countries 

Total 

Liabilities:     

Other insurance liabilities 1,310 260 1,284 2,854 

Total liabilities 1,310 260 1,284 2,854 
     

Net position 1,679 5,105 3,135 9,919 

 
27.5. Market risk 

Market risk is the risk that the value of financial instruments will fluctuate due to changes in market variables 

such as interest rates and foreign exchanges. 

The Group has exposure to market risks. Market risk is the risk of change in fair value of financial 

instruments from fluctuation in foreign exchange rates (currency risk), market interest rates (interest rate 

risk) and market prices (price risk). 
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Interest rate risk 

All financial instruments bear fixed interest rate thus no significant interest risk exposure currently exists. 

Currency risk 

The Group is exposed to effects of fluctuation in the prevailing foreign currency exchange rates on its 

financial position and cash flows. The Group's principal transactions are carried out in Georgian lari and its 

exposure to foreign exchange risk arise primarily with respect to US dollars and euro, as the insurance 

operations denominated in US dollars form a significant part of the Group's operations. 

The tables below indicate the currencies to which the Company had significant exposure at 31 December 

2018 and 2017 on its non-trading monetary assets and liabilities and its forecast cash flows. The analysis 

calculates the effect of a reasonably possible movement of the currency rate against the Georgian lari, with 

all other variables held constant on the consolidated income statement. A negative amount in the table 

reflects a potential net reduction in consolidated income statement, while a positive amount reflects a net 

potential increase: 

                                                                                                          2019 

 GEL USD EUR Total 

Financial assets:     

Cash and cash equivalents              698                   192               251            1,141  

Amounts due from credit institutions                -                   5,435                 -              5,435  

Insurance and reinsurance receivables           5,435                 1,162                 79            6,676  

Reinsurance assets           1,264                 1,112               180            2,556  

Other assets           3,153                       6                 -              3,159  

Total financial assets         10,550                 7,907               510          18,967  

Financial liabilities:     

Insurance contracts liabilities           5,226                 2,991               124            8,341  

Other insurance liabilities           1,967                 1,406               416            3,789  

Financial liabilities                83                   144                  7               234  

Finance lease liability                -                   2,848                 -              2,848  

Trade and other payables              240                   527                 -                 767  

Taxes payable           1,317                      -                   -              1,317  

Total financial liabilities           8,833                 7,916               547          17,296  

Net position           1,717                      (9)              (37)           1,671  

Increase in currency rate in %  7% 5%  

Effect on profit   (1) (2)  
 

 2018 

 GEL USD EUR Total 

Financial assets:     
Cash and cash equivalents 345 6 46 397 

Amounts due from credit institutions - 5,074 - 5,074 

Insurance and reinsurance receivables 4,725 425 31 5,181 

Reinsurance assets 5,044 2,548 - 7,592 

Other assets 359 6 - 365 

Total financial assets 10,473 8,059 77 18,609 
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Financial liabilities:     
Insurance contracts liabilities 7,868 3,457 100 11,425 

Other insurance liabilities 1,476 1,373 5 2,854 

Financial liabilities 9 - 7 16 

Trade and other payables 723 245 - 968 

Taxes payable 1,005 - - 1,005 

Total financial liabilities 11,081 5,075 112 16,268 

     

Net position (608) 2,984 (35) 2,341 

     

Increase in currency rate in %  3% -1%  

Effect on profit   90 -  

  
28. RELATED PARTY TRANSACTIONS 

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. 

No material transactions were recorded with related parties during 2019, during 2018 borrowings (Note 22) 

and corresponding interest expense (Note 7) were material transactions with related parties. 

Compensation of key management personnel (2018: 3 persons; 2017: 1 person) comprised the following: 
      

2019 2018 

Salaries and bonuses 

    
355                257 

 

Remuneration of Supervisory board (2018: 3 members, 2017: 0 member) comprised the following: 
      

2019 2018 

Salaries and other benefits 
    

194 75 

 

The Supervisory board (formed in 2018) is a non-executive management body that reports exclusively to 

the shareholders of the Company. 

29. EVENTS AFTER REPORTING DATE 

These consolidated financial statements were authorized for issue by the management on 10 March 2019. 

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

SEPARATE STATEIVIENT OF COMPREHENSIVE INCOME

2019 20'18

Gross earned premiums

Premiurns ceded lo €insurers
14,459 11,466

12,701) (3,283)

Net insurance revenue 11,758 8,183

Change in falrvalue ofinveslment properlies

Gain from sale of subsidiaries

Net foreign exchange gain

458

258

1,372

282

2AO

191

403

Totalother income 2,847 794

Gross nsufance beneJiis and claims paid

Claims ceded to reinsurers

Changes in other insu|ance reseNes

Changes in other insurance reserves ceded to reinsurers

(10,443) (6,689)

3,291 2,047

3,684 1,335

(4,379) (1,343)

Net insurance claims 17,847) (4,650)

a
4
$
a

=a
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3
IJ
-4
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4
a
3
3
3
3
r
3
3
t
3
?
3
-3

q
!'a

l?

r

Salaries and olher employe€ benellls

Genefal andotheradrninist|aiive expenses

lmpairment charge

Acquisition cosls, nel of reinsurance

Depreciaiion and amortization expenses

(2,197)

(711)

(881)

(2,027)

.(411)
(180)

(332)

(2,333)

(,670)
(787)

(656)

(6)

(64)

(490)

Total other expenses (6,739) {6,006)
PROFIT/ (LOSS) BEFORE TAX FROM CONTINUING OPERATIONS 19 (f,679)

172 128

NET PROFIT / {LOSS) FOR THE YEAR FROIII CONTINUING OPERATIONS 191 (1,5s1)

Other comprehensive income

TOTAL COMPREHENSIVE PROFIT / {LOSS) FOR THE YEAR 191 (1,551)

Approved for is

lakob Ed

behalf ment on 10 March 2020 byl

evan Kakulia
Chief Financial Officef
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SEPARATE STATEMENT OF FINANCIAL POSITION

31Dec€mb€r.2019 3'lDecember.2o18
Cash and cash equivalenls
Amounls due irorn credit inslitulions
Insuranceand reinsurance receivables

Financlal insiruments held{o-maiu ty
Defered income tax asset
Prcperty and equipmenl

Investment in subsidiary
Other assels

1,141

5,435

2,556

2,835
2,654
1,689

393

5,O74

614
2,661
1,611

1,169

3.566
24,900

EQUITY

Share capilal

Relained earninCs

3,238
4,390
1.624

4,073
1.598

Totalequity 9,255 8.634
LIABILITIES

a
4
4
4
4
-1'

I
4
4
a
3
?
e
-4

4
I
4
4
4
4
-ai

3
&
d
&
&
r
fr
r
G

Insurance contracis liabilities
Deferred commissior income
Othef insufance liabiLities

Borrowings

Financal lease liabililies
Trade and other payables

8,341

3.789
234

2,844
767

'1.317

11,425

2,854
16

966

1.005
Totafliabilities 17,296 16,266

and liabilities
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lakob Edilash
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halfofthe Management on 10 March 2020 byl
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SEPARATE STATEMENT OF CHANGES IN EOUITY

Share Share
capital premium

Revaluation Retained - ,
surprus earnrngs

a
t4

3
4
?

r
3
'4

3
3
B

n
3
d

At 1 January 2018

Issue of ordinary shares

Loss for the year

2430
695

1,062 7,925 5,477

4,768

-'t,551
At 31 December 2018 374 8,634
Issue of ordinary shares

Loss for the year
1't3 3'17

792

431

't92

At 31 Decemb€r 2019 1,062 566 9,257

Approved for issu
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APPEN DIX

SEPARATE STATEMENT OF CASH FLOWS

2019 2014

Cash flows from operating activities

Cash paid lo reinsurer

Claims pald

Subfogation received

Cash payments to employees

Adminislralive and other paymenis

13,932 10,667

2,235 (1,366)

lto.767) (5,955)

(,241) (s50)

241 162

(2,585) (1,800)

294 36

(1,792) (1,624)

Net cash flows from / (used in) operating activates before tax 353 (830)

(3)

(741)

(7)

(662)

Net cash flows used in operating activities {391) {1,499)

a
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Cash flows from investing activities

Purchase of pfoperty and equiprnenl

Proceeds from sale ofinvesimenls in subsidiaries

Investments in llnancial inst.uments, net

0) (3,560)

(302) (46)

(2,466)

2,541 55

r 683 (607)

Net cash flows from / (used in) investing activities (4,158)

Cash flows frorfi financing activities

Ovefdrafrs received, nel

Proceeds from sale of shares

80

142

430

363

3,864

Net cash flows from financing activities 4,227

Net increase / (decrease) in cash and cash equival€nts 716 (1,430)

Cash and cash equivalents at the beginning ofthe year 1,887

Nel effecl ofexchange rales changes on cash and cash equivalents (64)

Cash and cash equivalents at thqend ofthe year

Approved for iss and sl

lakob Edil
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