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MANAGEMENT REPORT

Type of activity
The main activity of the joinfstock company "Moda Kapital" is the provision of non-bank lending services, incl. issuance of
short{erm loans against pledges of movable property, pledges of precious metals, antiques, pledges of real estate, issuance of
consumer credit and sale of goods in the Internet shop.

Description of the company's activities in the reporting year and financial position
\n2017, changes in the branch structure of JSC "Moda kapitdls" have not occuned and significant changes are not planned in
2018.

Taking into account the current market situation in the non-bank lendlng sector, the company's priorities have not changed, and
the company's priority is not the opening of new branches, but increasing the profitability of existing branches and improving

The company continuously continues its work on improving the qualifications of the employees, as well as improving the
company's customer service system. In order to improve the quality of work, the company rotation and recruitment of new
employees are canied out. Branch improvement and modernization are continuing.
ln2017, the company started a new operation by opening a wide assortment of online stores using a website named emoda.lv.
Taking into account the changes in customer behavior and the development of general Internet shops, the company plans to
activate its activities in this field and become one of the largest online stores in Latvia in the next three years,
The company continues to actively work on increasing sales of existing assortment of goods by offering its customers a wide
range of various types of used household appliances and electrical engineering ltems by agreeing on cooperation with new
suppliers. ln 2017, as in previous years, no significant changes in customer activity were observed, and the demand for
services provided by the Company has remained at the previous level.

After evaluating the results of lhe 2017 statistics, it can be concluded that some of the types of lending services have been
increasing and the activity of customers has slightly increased, while some of the types of lending services have experienced a

lniotl ,the mostlignificant inrreise in customercitiuity *a, loani against mburnte property pledges and consurer. lo.nr.
There is a tendency that not in all branches of companies loan growth or decrease is observed in identical forms of a loan.
Depending on the branch, each branch can be characterized by a variable growth or decline in loan segments,

The company does not provide clients with services that intend to receive loans remotely, but all loans are issued at the
branches of the company. We anticipate that in future, a growing share of the company's loan portfolio will take cpnsumer
loans that are provided to customers without collateral.

Also, in 2017 customer interest in the subject of used household appliances and the purchase of used gold products continued
to increase. Accordingly, the number of clients who regularly use the company's services both in terms of loans and purchases
of existing goods increases. The company plans to expand the assortment of precious metals to be sold in the coming year oy
purchasing new and unused precious metal products from suppliers. As in previous years, in 2017, nuch attention is paid to
the discipline of customer payments and individual work is done with clients who have solvency problems during the use of the
loan in order to find a compromise on a possible solution to their obligations.

Future outlook and future development
We forecastthat in 2018 netturnoverwill increase and will be higherthan the netturnover in 20'17. According to the companys
plan, in 2018 we plan to significantly improve the results of trading in the online store website. Given that the development of
this segment involves significant additional costs, it will have an impact on the company's results. The company plans to
resume profit from operating activities in the second half of 20'18 or in the first half of 2019.

Significant events since the end of the reporting year

From the end of the reporting year to the day of writing this report there have not been any significant events that would have a

material impact on the financial position of the Company as at 31 Decemb er 2017.

Branches ofthe company

On December 31, 2017, the Company provides its servlces in twenty-seven branches located in twenty-six largest Latvian

cities: Aizkraukle, Al0ksne, Balvi, Bauska, C€Jj Dobele, Gulbene, Jdkabpils (two branches); Jelgava, Kraslava,
Kuldiga, Limbazi, Liepala, Ludza, , Riga, Saldus, Talsi, Tukums, Valmiera, Valka and Ventspils.

Guntars ZvTnis

llvars Sirmais

25th April, 2018
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STATEMENT OF MANAGEMENT RESPONSIBILITY

The Management is responsible for the preparation of the financial statements in accordance with International Financial
Reporting Standards (IFRS) as adopted the EU. The financial statements give a true and fair view of the financial position of the
Company at the end of the reporting year, and the results of its operations and cash flow for the year then ended.

The Management certifies that proper accounting methods were applied to preparation of these 1nan64 statements on page 6
to page 27 and decisions and assessments were made with proper discretion and prudence. The accounting policies applied
have been consistent with the previous period, The Management confirms that the financial statements have been prepared on
qoing concern basis,

The Management is responsible for accounting records and for safeguarding the Company's assets and preventing and
detecting of fraud and other irregularities in the Company. lt is also responsible for operating the Company in compliance with
the legislation of the Republic of Latvia,

Guntars Zvinis

llvars Sirmais

25th April, 2018



Net turnover

Finance income

Cost of sales

Finance costs

Gross profit

Selling costs

Administrative expenses

Other income

Other expenses

Profit or loss before corporate income tax

Corporate income tax

Net profit or loss

Other income (loss)

Total income / loss

Pages 10. to 27.

Guntars Zvlnis

llvars Sirmais
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STATEMENT OF COMPREHENSIVE INCOME

Notes

4

o

7

8

11

2017

EUR

1 476 127

1 176 104

-1 256 860

-424 107

2016

EUR

1 206260

I 281 250
-992 968

-418 198

971 264

-rtloll
-300 149

111 412
-126 067

'l076344

-787 648
-303 708

22891
-65 350

-115 182

31 021

-57 471

-34 230
-84161 -9',1701

18 147 R1 000

-66 014 -9702
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ASSETS

Non.current assets

Intangible assets

Fixed assets

Other non-current assets

Total non-current assets

Current assets

Inventories

Loans and receivables

Other current assets

Cash and its equivalents

Total current assets

TOTAL ASSETS

EQUITY AND LIABILITIES

Equity

Share capital

Revaluation reserves of non-current assets

Retained earnings/ (accumulated deficit)

Total equity

Liabilities
Non-current liabilities

Bonowings

Deferred income tax liabilities

Total non.current liabilities:

Current liabilities
Bonowings

Trade and other payables

Total current liabilities

Total liabilities

TOTAL EQUITY AND LIABILITIES

Pages 10, to 27,

Guntars Zvinis
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STATEMENT OF FINANCIAL POSITION

Noies

12

12

31.12.2017

EUR

57 136

514 7 51

142

31.12.2016

EUR

51 359

597 061

142
572 029 648 562

IJ

14

1q

16

1 327 074

2031 258

41 174

1 65 334

1 123 520

2 137 805

41 695

240 394
3 564 840 3 543 4',14

4 136 869 4 191 976

Notes 31.12.20',t7

EUR

426 862

174 240

-JCo C00

31.12.2016

EUR

426862
156 093

-274 405

18

12

242 536 308 550

.t0

11

3 418748 3 323 152

54 435

19

20

3 418748

356 200

119 385

3377 587

?AO ?.t 7

136 522
475 585 505 839

3 894 333 3 883 426

4 136 869 4 191 976

are an integral part of

25th April, 2018
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CASH FLOW STATEMENT

Notes

Cash flow fiom operating activities
Profit/ loss before corporate income tax

Adjustments:

Depreciation and amortization

loss / (profit) from disposal offixed assets 
12

Changes in provisrons

Interest payments

Changes in current assets:
Inventories

Receivables

Liabilties

20,t7

EUR

-115 182

77 655
-24 902

11 422

424 107

-203 554

1 07 068

-1 190

2016

EUR

.57 471

Q? no7

-2717

0

418 198

121 785

-71921

17 615

Corporate income tax paid

Cash flow from operating activities

Cash flow from investing activities
Acquisition of fixed assets and intangible investments

Net cash flow from investing activities

Cash flow fiom financing activities
Income from the sale of fixed assets and intangible investments
Loand received, neto

Borrowings repaid, neto

Interest payments

Payments for financial leasing contracts
Net cash flowfrom financing activities

Net increase / (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of the financial year
Cash and cash equivalents at the end of the financial year

Pages 10. to 27.

Guntars Zvinis

llvars Sirmais

275 424

0

518 586

0

tz

27iAiqre

-9 451 -6 913

19

1A

.9 451

521

148 500

-50 000

-424 107

-15 947

.6 913

3 557

0

-116 500

-418720

-24 834
.341 033

.75 060

240 394

165 334

.556 497

-44824

285 218

240 394

25th April, 2018
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STATEMENT OF CHANGES IN EQUTTY

Share capital
TotalRevaluation Retainedearning/

reserves of non. (accumulated loss)
current assets

EUR

426 862

EUR

133 288

EUR

.239717

EUR

320 433
Bafance as at 31.,12.2015

Accounting error correction effect on profit of
2015

Retrospective effect of accounting

error correction

Balance as at 01.0i.2016 afteradjustment
Recognized gain from asset appreciation in the
result of revaluation

Deferred income tax liabilities attributable to the
revaluation reserve

Depreciation of fixed assets attributable to the
revaluation reserve

Profit for the financial year

Balance as at 31,12.2016

Deferred income tax liabilities atkibutable to the
revaluation reserve

Depreciation of fixed assets attributable to the
revaluation reserve

Profit for the financial year

Bafance as at 31.12.2017

Pages 10, to 27.

Guntars ZvInis

llvars Sirmais

-71 468

2 181

69 287

2',lg,l

-2',191

426 862 61 820

96 454
'168 249 320 433

0

-14 455.14 455

-2181

-5 26V .5 267

.84 161

25th April, 2018

-84'161
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NOTES TO THE FINANCIAL STATEMENTS

(1 ) GENERAL INFORMATIoN

AS Moda Kapitals (further - company) main activity is the issuing of shortterm loans against pledge of movable and immovable
property' AS Moda Kapitals is a joint stock company founded and operating in Latvia. Registered ,ddr.s. of the Company is at
Ganibu dambis 40A-34, Riga, LV-1005.
The auditor of the Company is SIA "Crowe DNW,,,

Reportinq period

Financial year 01.01,2017 to 31.12.2017

(2) ACCoUNTING POLtCtES

Basis of preparation

The financial statements of the Company have been prepared in accordance with International Financial Reporting standards as
adopted for use in the European Union (IFRS).

They are prepared according to the original cost principle.

The financial statements have been prepared using the measurement bases specified by IFRS for each type of asset, liability, income
and expense, The measurement bases are more fully described in the following notes.

Preparation of the financial statements in compliance with the IFRS requires critical assumptions. Moreover, preparation of the
statements requires from the Management to make estimates and judgments applying the accounting policies adopted by the
Company. Critical estimates and judgments are as follows.

a) Standards. amendments and interpretations effective in the current year and have no impact on the Como.nr', finrnrid
statements

Amendments to IAS 7' Cash Flow Statement - Disclosure Initiative (effective for annual periods beginning on or after 1 January
2017). Amendments are intended to clarify IAS 7 and improve the quality of information provided to users oifinancial statements on
the company's financing activities, Amendments require companies to disclose information that enables to users of financial
statements to evaluate changes in liabilities arising from financing activities, including both two changes from cash flows and changes
in non-cash items' The Company does not consider that the amendments have a significant effect on the financial statements.

Amendments to IAS 12 Income Taxes - Recognition of Deferred Tax Assets for Unrealized Losses (effective for annual periods
beginning on or after 1 January 2017). Amendments to IAS 12 specify how to record deferned tax assets related to debt instruments
measured at fair value. The Company does not consider that the amendments have significant effect on the 1nancial statements.

b) Standards that have been issued but not vet effective
Standards that have been issued but not yet effective or are not approved by the EU and which have not been applied before the
effective date.

The Company has not applied the following IFRS and IFRIC Interpretations that have been issued for the approval day of financial
statements, but not yet effective:

IFRS No 9 "Financial Instruments" (effective once adopted by the EU for annual periods beginning on 1 January 2018 or later).

The Company does not consider that the issued standard will have a significant effect on the financial statemens.

IFRS N014. Deferred liabilities determined by IFRS Regulator (effective for annualperiods beginning on or after 1 January 2016, not
approved by the EU, as the European Commission has decided not to initiate the application of the interim standard, but expect the
standard version to be finalized). This standard will allow companies that apply IFRS for the first time and which are currently
accounting by the regulator for deferred items in accordance with previous accounting standards, and will continue to do so after
applying fully IFRS, The issued standard will have no impact on the financial statements.
IFRS No 17 Insurance Contracts (effective for annual periods beginning on or after 1 January 2021). IFRS 17 replaces IFRS 4
Insurance Contracts and Related Interpretations.

10
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Amendments to IFRS No 2 share-based Payment - classification and measurement of transactions for share-based paymenttransactions (effective for annual periods beginning on or after 1 January 201 g, not confirmed by the EU).
Amendments to IFRS No 4 Insurance Agreements - IFRS I Financial Insiruments, in conjunction with lFRs 4 lnsurance Contracts(effective for annual periods beginning on or after 1 January 2018, or IFRS g Financial Instruments applied for the first time, notauthorized by the EU) .

Explanatory notes to IFRS No 15 Revenue from customer contracts (effective for annualperiods beginning on or after 1 January2018, not authorized by the EU)

Amendments to IFRS No 10 consolidated Financial statements and IAS 28 Investments in associates and joint ventures - sale orinvesting of assets between an investor and its associates orjoint ventures and suosequent amendments (postponed for an indefiniteperiod until a draft study on the equity method is concluded)

Amendments to IAS No 28 Investments in associates and joint veniures - Non-current investments in associates and joint ventures(effective for annual periods beginning on or after 1 january 201g).

Amendments to IAS No 40 Investments - Transfer of lnvestment contributions (effective for annual periods beginning on or after 1January 201 8, not approved by the EU).

Amendments to severalstandards and improvements to InternationalFinancialReporling standards (cycle 2015-2017), which arederived from the annual IFRS (IFRS 3, IFRS 1 1 , IAS 12 and IAS 23) improvements to the project, primariiy w1h a view to eliminatinginconsistencies and providing explanations for the wording (effective for annual periods beginning on or after 1 January 201g).

lFRlc 22 Transactions in foreign currencies or prepayment terms (effective for annual periods beginning on or after ,1 
January 201g,not approved by the EU).

lFRlc 23 uncertainty regarding Income Tax Treatment (effective for annualperiods beginning on or after 1 January 2019).
The company is in the process of assessing the impact of the guidance on the financial position or pedormance of the company. TheCompany plan to adopt the above mentioned standards and inierpretations on their effectiveness date.

Foreiqn currencies

The company's functional currency and presentation currency is the Latvian national currency Euro (EUR).
Foreign currency transactions are translated into euro at the European central Bank's officiil exchange rate on tne transaction date.Monetary assets and liabilities denominated in foreign currencies are translated Into euros at the European central Bank,s officialexchange rate at the period end. Exchange rate differences arising from foreign currency transactions or 1nanci4 assets andliabilities using the exchange rates that differ from the initial transactioliaccounting rates are recognized in profit or loss in net wor1h.

Segment disclosure

An operation segment is a component of entity which qualifles for the following criteria: (i) engages in business activities from which itmay earn revenues and incur expenses; (ii) whose operation results are regularly revleweo by the Company,s chief operating
decision maker to make decisions about resources to be allocated to the segment and assess its performance and (iii) for which
discrete financial information is available.

Revenue recoqnition

lncome is recognised to such extent, for which substantial measurement is feasible and there is a reason to consider that the
Company will gain economic advantage related thereof. Income is evaluated in the fair value of remuneration received, less sale
discounts and the value added tax. The company assesses its income gaining operations according to certain criteria, in order to
establish whether it acts as the parent company or a representation. The bompany considers that in all income gaining operations it
acts as the parent company. Before income recognition the following preconditions itrrtt n. fulfilled:

Sa/es ofooods

Sales income shall be recognised if the Company has transferred to the customer significant risks related to the goods ownership and
remunerations, usually at the moment of delivery of goods.

t1
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Mediation income

The company gains income from mediation seruices for pledged goods. Mediation services refer to the company basic type ofoperations, so these income is included in the income statement as net turnover, lncome from such services are gained when theCompany sells to a client the respective pledged goods.

lnterest income and expense

For all financial instruments booked in their amortised acquisition value and financial assets, for which interest is calculated and whichare classified as available for sale, the interest income and expenses are registered using the effective interest rate, namely, the ratewhich actually discounts the estimated monetary income through the whole useful life period of the financial instrument or -depending on the circumstances may be - a shorter time period until the balance sheet value of the respective financial asset orliability is reached.

Other income

Income from penalties charged from clients is recognised at the moment of receipt. penalties mainly consist of fines imposed onclients for the delay in payment.

lntanqible assets and fb{ed assets

Intangible assets, in general, consist of licenses and patents. Intangible assets are recognised at the cost of acquisition less
accumulated amortisation, Amortisation is calculated from the moment the assets are available to use. Amoftisation of intangible
assets is calculated using the straight'line method to allocate amounts to their residual values over their estimated useful lives, as
follows:

Inianqible assets:

Licenses and patents

Buildings are recognised at their fair value on the basis of assessment made by independent valuator trom time to time less
accumulated depreciation. Accumulated depreciation is liquidated as of revaluation date, net sum is charged to the revaluated cost.
Land is recognised at their fair value on the basis of assessment made by independent valuator from time to time. other assets are
recognised at their acquisition value less accumulated depreciation, Acquiiition value includes the cosis directly related to acquisition
of the asset.

subsequent costs are recognised in the asset's carrying amount 0r as a separate asset only when it is probable that future economic
benefits associated with the item will flow to the Company and the cost of the item can be measured reliably. Other repairs and
maintenance are recognised as an expense during the financial period when they are incurred,

Increase in value arising on revaluation is recognised in equity under "Revaluation reserve of non - current assets,,, but decrease that
offsets a previous increase of the same asset' s value (net of deferred tax) recognised in the said reserve is charged against that
reserue; any further decrease is recognised in other comprehensive income for the year incurred.
Land is not depreciated. Depreciation on other assets is calculated using the straight-line method to allocate therr cost or revaluated
amounts to their residual values over their estimated useful live, as follows:

Fixed assets:

Buikdings

Computer equipment

Other machinery and equipment

The asset's residual values and useful lives are reviewed, and adjusted if appropriate, at each end of the financial vear.

Years

3-5

Years

20-30

3-5

4-10

I2
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lmpairment of non.financial assets

For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are largely independent cash
inflows (cash-generating units)' As a result, some assets are tested individually for impairment and some are tested at cash-
generating unit level. Goodwill, if any, is allocated to such cash-generating units or groups of cash-generating units that are expected
to benefit from the business combination in which the goodwill arose.

Cash-generating units to which goodwill has been allocated are tested for impairment at least annually. All other individual assets or
cash-generating units are tested for impairment whenever events or changes in circumstances indicate that the carrying amount may
not be recoverable,

An impairment loss is recognised for the amount by which the asset's or cash-generating unit's carrying amount exceeds its
recoverable amount, which is the higher of fair value less costs to sell and value-in-use. To determine the value-in-use, management
estimates expected future cash flows from each cash-generating unit and determines a suitable interest rate in order to calculate the
present value of those cash flows' The data used for impairment testing procedures are directly linked to the Company's latest
budget,

An impairment charge is reversed if the cash-generating unit's recoverable amount exceeds its carrying amount. A reversal of an
impairment loss for a cash-generating unit is allocated to the assets of the unit, except for goodwill, pro rata with the carrying amounts
of those assets. ln allocating a reversal of an impairment loss for a cash-generating unit, the carrying amount of an asset is not
increased above the lower of: (a) its recoverable amount (if determinable) and (b) the carrying amount that would have been
determined (net of amortisation or depreciation) had no impairment loss been recognised for the asset in prior periods.

Lease.to.buy {f inancial lease)

In cases when leased assets are received with lease-to-buy (financial lease) conditions, under which all risks and rewards of
ownership are transferred to the Company, are recognized as Company's assets. Assets under the finance lease are recognized at
the inception of lease at the lower of fair value of the leased assets or the present value of the minimum lease payments. Lease
interest payments are included in the statement of comprehensive income by method to produce a constant periodic rate of interest
on the remaininq balance of the liabilitv.

Inventories

The inventories are stated at the lower of cost and net realizable value, Cost is determlned using the weighted average method. Net
realizable value is the estimated selling price in the ordinary course of business, less the costs of completion and selling expenses.
When the net realizable value of inventories is lower than their cost, provisions are created to reduce the value of inventories io their
net realizable value,

Financial instruments

Financial assets and financial liabilities are recognised when the Company becomes a parly to the contractual obligations of the financ

Financial assets are derecognised when the contractual rights to the cash flows from the financial asset expire, or when the financial
asset and all substantial risks and rewards are transferred. A financial liability is derecognised when it is extinguished, discharged,
cancelled or expires.

Financial assets and financial liabilities are measured initially at falr value plus transaction costs, except for financial assets and
financial liabilities carried at fair value through profit and loss, which are measured at fair value.

The Company categorises its financial assets, except derivative financial instruments if any, under loans and receivables. The
categorisation depends on the purpose for which the financial assets were acquired, Management determines the categorisation of its
financial assets at initial recognition.
The Company's financial liabilities include borrowings, trade and other payables and obligations arising from derivative financial
instruments (if formed).

t3
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Loans and other receivables

Loans and receivables are non-derivative financial assets with fixed (including transaction costs) or determinable payments that arenot quoted in an active market' They are included in current assets, except financiarassets witi-r maturities greater than 12 monthsafterthe balance sheet date, These are crassified as non-cu'ent assets.

upon recognition loans and receivables are subsequently measured at amortised cost using the effective rnterest method, lessprovision for impairment' A provision for impairment of loans and receivables is established when there is objective evidence that thecompany will not be able to collect all amounts due 
_according 

to the original terms of loans and receivables, significant financialdlfficulties of the debtor, probability that the debtor will enter 6ankruptcy 
-or 

financial reorganisation, and default or delinquency inpayments are considered indicators that the loans and receivables are impaired, The Jmount of 
'the 

provision is the differencebetween the asset's carrying amount and recoverable value. The changes of the provision are recognised in the statement ofcomprehensive income' Loans and receivables carrying amount is reducJd through the use of the provision account, Loss of theprovision are recognized in- the statement of comprehensive income as other operating expenses. when a roan or receivable isuncollectible' it is written off against the provision account for loans and receivables. subsequent recoveries of amounts previouslywritten off are credited against'other operating expenses' in the statement of comprehensive income,

Bonowings

Borrowings are recognised initially at the amount of proceeds, net of transaction costs incurred. Borrowings are subsequently stated

;|jil:fffi|!'ost' 
Any difference between the proceeds (net of transaction costs) and the redemption vatuJ is graduaily recognised in

Borrowings are classified as current liabilities unless the company has an unconditional right to defer settlement of the liability for atleast 1 2 months after the balance sheet date.

Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash equivalents comprise cash and the balances of the current bank account.

Share capital and dividends

ordinary shares are classified as equity. Dividends to be paid to shareholders of the company are represented as liabilities during thefinancial period of the company, when sharehorders of the company approve the dividends.

Emplovee benefits

shortterm employee benefits, including salaries, social security contributions and bonuses are included in the statement of profit orloss on an accrual basis.

The Company pays social security contributions for state pension insurance and to the state funded pension scheme in accordancewith Latvian laws' state funded pension scheme is a defined contribution plan under which the company pays fixed contributions
determined by the law and they will have no legal or constructive obligations to pay further contributions if the state pension insurancesystem or state funded pension scheme are not able io settle their liabilities to employees. The social secufity contributions arerecognised as an expense on an accrual basis and are included in the staff costs,

Corporate income tax

corporate income tax for the years 2016 and 2017 is calculated in accordance with the tax laws of the Republic of Latvia. Existing
legislation sets a 15 percent tax rate.

|n2017, the government adopted a fundamental change in the Corporate Income Tax Low, which came into force on January 1,2018' In accordance with this law, temporary differences between financial and tax balances are no longer present. consequently,
the company withdrew the deferred tax recognition as of 31.12.2017. corporate income tax liabilities incuffed outside the profit andloss account were aftributed to the equity item "Long-term revaluation revaluation reserve"; other liabilities were recognized as
income in the income statement for th e vear 2017 .

l4



ANNUAL .ti;Y;T#?li'j'"uo*,0,,
prepared in accordance with IFRS us adopted in EU

Fair value estimation

In respect of financial assets and liabilities held in the balance sheet at carrying amounts other than fair values, the fair values aredisclosed separately in notes,

The carrying value of trade receivables and payables are assumed to approximate their fair values, The fair value of financialinstruments for disclosure purposes is estimated by discounting the future contractual cash flows at the current market interest ratethat is available to the company for similar financial instruments unless there is information on market prices.

Related pafties

Related pafties are defined as shareholders of the company, who have a significant infruence or control over the company, membersof the Board and the council, their close relatives and companies, in rinicn they have a significant infiuence or control. Alsocompanies located in ultimate control or significant influence by the controlling member are related pafties.

Critical accountinq estimates and iudqments

Lai sagatavotu finansu pdrskatus saska4a ar sFPS, nepieciesams izdarlt butiskus piep€mumus. Tapat, sagatavojot parskatus,
vadibai ir nepieciesams izdarit piepemumus un spriedumus, piemerojot sabiedrTbas lzvel€to uzskaites politiku.

Preparation of financial statements in compliance with IFRS require estimates and assumptions affecting value of assets andliabilities recognised in the financial statements, and disclosures in the notes at the year-end as well as income and expendituresrecognised in the reporling period. Actual results may differ from these estimates. Scopes, the most-affected by assumptions arerevaluation of the land and building and determination of their useful life period, determination of revaluation regularity, as well asrecoverable amount of receivables and inventories as disclosed in ihe relevant notes.

Revaluation of land and buildings

Management of the company determines fair value of the assets based on assessment made by independent certified valuators inaccordance with the property valuation standards and based on observable market price as well as future cash flow and construction
costs methods,

The Management believes that assets must be revaluated at least once in 5 years or earlier if any indicators show the potential
material changes in market values. By the management estimates, in the reporting year the faciors that indicate a potentially
significant changes in the value of those assets has not been identified, and, as a result, fair value measurement procedures has notbeen made, Last evolution of land and buildings was carried out in 2016 on preparation of financial statements.

Re cov e r abi I ity of receiv ables

The calculation of recoverable value is assessed for every customer individually. should individual approach to each customer be
impossible due to great number of the customers only bigger receivables shall be assessed individually. Receivables not assessedindividually are arranged in groups with similar indicators of credit risks and are assessed joinfly considering historical losses
experience' Historical losses experience is adjusted on the basis of current data to reflex effect of the current conditions that did not
exist at acquisition of the historical loss, effect and of conditions in the past that do not exist at the moment. Information on amount
and structure of receivables is disclosed in Note (14) of the financial statements,

t5
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Prior period errors

,?rll;fl,ffjj:|ffii:t*:l 
*ttn repor for the vear 2016,it was found that in 2011 the tons-term revatuation reserye was incorrec'y

In accordance with the International Accounting standard No B "Accounting policies, changes in Accounting Estimates and Errors,,,the company accounted the adjustments in yeai 2016, but in the annual r..port it *r, disclosed retrospectively.

After making adjustments to prior period errors, changes have been occurred in the following financial report items:
Itemadjusted_ lfit#j|:Hffi]|,Tl oo;u,tment | ;i:fTo"rtrorthevear

Sheet as at 31.12.2015
Long{erm investments

revaluation reserve

Retained earnings form previous

financial periods

Depreciation of revalued fixed
assets, which are recognized in

equity

133 288

-239 717

-110238

-61 654

71 468

2 181

2015 after

71 634

-168 249

-108 057

equity as of 31.12.2015 was
Due to adjustments company's profit for the year 2015 was increased by 21g1 EUR; the share
decreased by 9814 EUR and makes 320 433 EUR.

I6
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Segment lnformation and net sales

Operation and reportable segment
core activity of the company is the issuing of shott-term loans against pledge of movabre and immovable property and the realization ofthe pledged propedy' As the company's other business lines, including other commodity trade is inelevant, the company has only .neoperation and reportable segment' operation segments are reported in a manner consistent with the internal reporting provided to theCompany's chief operating decision maker being the Board.

Geoqraphical markets
currently there are twenty-seven branches: Aizkraukle, Al0ksne, Balvi, Bauska, cesis, Dobele, Daugavpils, Gulbene, Jekabpils (two

lilltJX* 
",?-it:, 

Kraslava, Kuldisa, Liepaja, Limbazi, Madona, ogre, Rezekne, Riga, satdus, rarsi, vatmiera, Venrspits, Tukums, preiti,

Types of net turnover(3)

Income from sales of pledged assets
Income from other goods sales
Total

Finance income

Interest income on loans

Income from penalties, flnes
Total

Cost of sales

Cost of sold pledges

Cost of goods purchased for resale
Total

Finance costs

Interest on loans and bonds
Total

Selling costs

Personal costs

Rent of premises and maintenance costs
Depreciation of fixed assets

Non-deductible VAT

License expenses

Advertising expenses

Write-off of low value inventory and fixed asset
Other expenses

Total

2017 2016

1 179 198 940 575

127 991 142802

296929 265 685
1 476127 1 206260

-

2017 2016

EUR EUR
1 048 113 1 138448

1 176 104 1 281 250

(4)

(5)

(6)

2017

EUR

2016

EUR

995 952

260 908

757 299

rJc ooy
1 256 860 992 968

424 107 41 8 
.198

424 107 418 198

2017 2016

EUR EUR

421 045

152 528

93 097

13 755

14 228

3 512

1 301

88 182

2016

EUR

2011

EUR

433 985

150 274

77 090

22383
14225
.t o tJ

1 095

68977

T7

771 642 787 648
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(7) Administrativeexpenses

Personal costs

Transport costs

Communication expenses

Professional service costs

0ffice expenses

Leasing interest

Bank charges

Representation costs

Donations

Business trip expenses

Other administrative expenses
Total

(8) Other income

Rent and lease income

Residual income

Net gain on disposal and sales of fixed assets
Other income

Total

(9) Other expenses

Provisions for inventories (real estate - loan collateral owned by the company, see Note 1 3)
Provisions for inventories (goods)

Provisions for impairment of loans (see Note 
,14)

Provisions for doubtful receivables

Loss on sale of inventories (real estate)
Real estate tax

Other expenses

Total

(10) Expense by nature

Purchase cost of goods sold

Personnel costs

Interest paid on credits, bonowings
Rent of premises and maintenance costs
Depreciation of fixed assets

Transport costs

Non-deductible VAT

0lher expenses

Total

2017 2016

- 

EUR EUR

-
55 207

1 415 1 762
300 149 303 708

-

218 074

36727
18 414

10 912

o Joo

279

5 383

2 511

13

207 594

37 612

23749

19 107

O J3U

870

4 010

2 433

14

2016

EUR

2017

EUR

11 779

62732

570

36 33,1

I 447

J CC/

9 887
,t11412

22891

2017 2016

EUR EUR
zu coc

4 671

39 158

I 760

40 390

5 628

5 895

15720

1 382

zY oot
6 146

840

4 945

2 655
126 067 65 350

20'17

EUR

2016

EUR

992 968

628 639

418 198

152 528

93 097

37 612

tJ /cc
230 972

2878825 2 567 769

1 256 860

652 059

424 107

150 274

77 090

36727
22383

259 325

l8
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(11) Gorporate income tax

Components of corporate income tax
Changes in deferred income tax
Corporate income tax according to the tax declaration
Total

20'17

EUR
2016

EUR
31 021 -32931

0 -1 299
3't 021 .34230

;::,:|Jc:il:TflffifiJil:ffiffi";G's;;'p;;;come tax as per rax rerurn and changes in dererred tax dirrer rrom the

Corporate income tax:
Profit or loss before taxes

Theoretically calculated tax at .1b% 
tax rate

Tax effects on:

Non-deductible expenses for tax purposes
Total corporate tax charge

Movement and components of deferred tax

Deferred tax liabilities (asset) at the beginning of the financial year
Deferred tax changes charged to the income statement '
0n equity athibutabre deferred tax liability from revaluation incruded in other revenues
Deferred tax tiabilities at the end of the financial year

The defened company income tax has been calculated from the following temporary differences betweenthe financial statements and their tax base (tax effect 1 5% from temporary differences):

Temporary difference on depreciation offixed assets and intangibre assets
Temporary difference on revaluation reserve
Gross deferred tax liabitities

Temporary differences on accruals

Gross deferred tax assets

Net deferred tax liability (assets)

The company made a defenal of deferred tax assets and defeffed tax liabilities in 20.16 only if it is legally entiiledassets against current tax liabilities and the deferred tax relates to the same tax administration

Deffered income tax

EUR

2016

.17 277 .8 621

2016
FI IR

7 049

32 931

14 455

54 435

value of assets and liabilities in

2016

EUR

39 953

23 414

63 367

-8 932

-

.8 932

____1Ll!!_

to set off current tax

2017

EUR EUR

-57 471

|n2017'thegovernmentadoptedafundamental changeinthecorporatelncomeTaxLow,whichcameintoforceonJanuary 
l,201g.lnaccordance with this law, temporary differences between financial and lax balances are no longen present. The company, in accordanclwith International Accounting standard No. 1 2 "lncome Tax" interrupted the recognition of deferred tax on Decembe r 3j , 2017 as follows:

31.12.2016

Included in the profit and loss statement

Reversed long{erm investment revaluation reserve

31.12.2017

54 435

-31 021

-23 414

I9
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(12) Intangible assets and fixed assets

Initial value

Acquired

Disposed

Reclassifled

Overvalued

Initial value

01.01.2016

31.12.2016

Accumulateddepreciation 01.01.20,|6
Calculated depreciation
Depreciation of disposed fixed assets

Accumulateddepreciation 31.12,2016

EUR

6 913
.7 361

.1 704

Intangible

assets .

licences

EUR

11 099

79

10 477

89 553

27

4700

Lands

buildings improvements

EUR trt tD

I 395

11 124

61 182

442 411

15 469

61 13 832
14 937

Ft tatrUN

6 913
-7 361

79

754 428

1

800

521

The residual value
The residual value

Initial value

Acquired

Disposed

Reclassified

Overvalued

Initial value

Accumulated depreciation
Calculated depfeciation

01.01.2016

31.12.2016

01.01.2017

31.12.2017

01.0,1.2017

438 233

6 884

-16 467

513 247

9 45,1

-18 093
-3 652

0
92'l 1 098 014

-719

241
Depreciation of disposed flxed assets

Accumufated depreciation 31,,12,2017

The residual value
The residual value

417

1 61 470

13 454

77

-I
76 119 690 583 263

01.01.2017 51 359 381 22g 2375 212 496 e61 59? 06131.12.2017

Atthe December3l' 2017 The companyhad 538 intangible assets and fixed assetswith the residual value of0 EUR, The purchase cost ofthese assets was 276 364 EUR.
Revaluation of fixed assets and fair value techniques used

As at 31 December 2004 the company made first revaluation of real estate. As a result of revaruati'n, a revaruation reserve of non-current assets in the amounr of s3 52g
5J,[fliTxii,#l.li,lij.,?',T,dfi:,-*u'utt'iu.,t'o-ioitii*o,o,po,.t,in*'.u*ii,uillti."initia||ycalcu|atedreva|uationreseeWas

In June 201 '1 certified real estate va'90:Y.Y'tl,r.yng was appojnted by the Board of company, appraised the market value 0f real estate ctassified under Land &In November 2016 certified real estate valuator A. veaite wno was apporlnted by the B'ard of comr;t,6prruo t. market value of real estate crassified under Land &
Buildings' As a result of revaluation a revaluation reserve of non-l,ir-r.ili'rr.t. r* increased by g6 364 EuR, wnere 15% or 14 455 EUR of the reserve was attributed to theliabilities of deferred corporate income tax liabilities. The valuatjon *r, ouL|.rr.o o}, three valuatjon techniques:

1) under cost approach - the value was calculated which would have been requhed to purchase an equivarent piece of rand- and to buird a sjmirar quarity apprjcation buirding.
[?'j',xff,:[xi1llf,fl.*,*-dwiththefactorstharcrraracterizetrrerossoftheva|ueoithebuilngunderlnfu|en
2) under market approach - the value-w-as caicrilated, that characterizes appraises property.compared to comparabre propertres, which are known in their market varue,3) Under income appfoach - the expected cash flow has been estimateJ iised on th, 

'.nt.r 
in.orc toitrr.i,iiu,. prop.rtiur. The projected future rentar income ressTotal revaluation surplus of fixed assets on 31 December 2016 was EUR 16g ogs (31.12.20is - EUR 71 634). Revaluation amount less the attributable defe'ed inmme taxnevlluatibn reserve can not be reclisimeo to otrer equity items, .*r.0,'n *" oo*sal of assets, and pajd to the shareholders as djvidends.

44739 286 594 3 051 285423 12 060 587 128

20
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(13) Inventories

31.12.2017

EUR

31.12.2016

EURReal estate - loan collateral owned by the Company
Advances paid (Real estate - loan collateralo*nrj fy tn. Company)
Provision for inventories - loan collateral owned by the Company
Goods purchased for sales purposes
Advances for goods

Provisions for goods

Other collateral owned by the Company
Total

320 115

49 692

-rv oll
130 791

I 945

-14 940

91 1 098

358 957

54 221

-59 062

202253

18 374

-10 269

559 046
1 327 074 1 123 520

fi:T,Tillf*:li:ffit'::['il;[ifiH'Hiiliil,:.,'l;.:t'he contract, the company is entiued to take over ownership or

Movement in provisions for impairment of inventories:

Provisions at the beginning of the year
Created/(reduced) provisions for real estate
Created provisions for slow moving and damaged goods
Provisions at the end of the year

(14) Loans and trade receivables

Provisions at the beginning ofthe year 2016
Charged/(reduced) provisions in 2016
Provisions at the end of the year 201 6
Charged/(reduced) provisions in 201 7
Provisions at the end of the year 2017

Loans against hand pledge
Loans against ore

Loans without collateral (consumer credit)
Loans against transport
Loans against real estate

Shortterm loans secured with pledges
Provisions for impairment for loans secured with pledges
Consumer loans (Short-term loans without pledge)
Provisions for impairment of short-term loans not iecured with pledges
Accrued interest payments

Total

Movement in provisions for impairment of accounts receivabre:

31.12.2017

EUR

31.12.2016

EUR
69 331

20 565

4 671

49 611

23 062
-3 342

31.12.2017

EUR

31.12.2016

EUR
1 813781
-103 308

295 181

-105 787

131 391

1 957 955

-163 640

268 017

-o0 olv
142 102

2031 258 2 137 805

Individual portfolio

impairment impairment

trUK

Total

EUREUR

149 580

23 188

172 768
-28 214

51 026

o r+/5

57 501

7 040

200 606

29 663

230 269

-21 174144554 m
2017 2016

%o month o/o month

3-21%

3-2lo/o
1,5-g,gyo

>2,5 yo

>2%

3-21%

3-21%
1,s-g,gyo

>2,5 yo

>2%

2l
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lssued shoft.term loans quality analysis:

Loans secured
with pledges

EUR

Loans not
secured

with pledges

EUR

Total

EURNeither past due nor impaired loans
Past due but not impaired loans:

less than 30 days

31 to 59 days

60 to 89 days

more than 90 days

lmpaired loans

Total gross loans
lmpairment allowance
Total net loans

160 377

78 578

43 877

279 051

252 121

31.12.2017 31.12.2016

EUR EUR

1 159 035

551 438

135 923

't0 445
1 294 958

561 883
149 932
78 578

43 877

279 051

103 308

10 445

0

0

0

148 813

(1 5)

*The gross amount of loans does not include accrued interest payments of EUR ,13.1 
3g1.

Other current assets

Financial assets:
Other receivables, neto

Provisions for other receivables (items confiscated by police)
Settlements for services

Provisions for settlements for servtces
Overpaid taxes

Total

Non.financial assets:
Prepaid expense

Total other current assets

Movement in provisions for impairment of other accounts receivabre:

Provisions at the beginning of the year
Created/(reduced) provisions

Provisions at the end of the year

Cash and its equivalents

Cash at bank on current accounts
Cash on hand

Total

JJ CU/

-17 311

12 515

-17 379

8741 1 865
20073 17 505

32 033

-21 540

10 937

-6 70n

21 101 24 190
41 174 41 695

31.12.2017

EUR

31.12.2016

27 330

/ JOU

21 183

6 147
34 690 27 330

(1 6)

31.12.2017

EUR

31.12.2016

trUK
114 944

50 390

191 749

48 645

22

165 334 240394

-
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Financial instruments by category

fl"J#'i1';fi::#niill:anv 
amountins at the vear end to EUR 2 042 ssl (31.12.2016- EUR 2 22s s6t) rer under the

All financial liabilities of the company amounting to EUR 3 g94 333 (31.12.2016- EUR 3 82S 306) feil under the category of otherlinancial liabirities, there are no riabirities at fair virue througn profit or ross.

Share capital

As by 31 December 2017' the share capital has been completely paid. It consists of 6 000 shares with the nominal value of 71.j4(71,143590531 6) EUR and the totat vatue ot 426862 EUR.

(1 8)

(19) Bonowings

Non.curent
Non-convertible bonds

Other loans

Finance lease liabilities
Total non.current

Short.term

Non-convertible bonds

Other loans

Finance lease liabilities
Total short term

Total borrowings

At beginning ofthe reporting year
lssued during the year

At the end of the year

Note

b)

c)

d)

3 310 000

108 s00

248

3 310 000

10 000

J tcl

31.12.2017

EUR

31.12.2016

EUR

3 418748 3323 152

b)

c)

d)

53 297

300 000
, qn?

53 297

300 000

16 020
356 200 369 317

3774948 3 692 469

a) Fair value of borrowings

considering that the variable interest rate is applied to loans from credit institutions and financial leasing agreements, fair value is

;:lffilillli.flffi'j}fffrffiffH's 
value' The management assesses, that atso carrying varue or other borrowings is not

flillHJ:;f::111,illil:il:ff::with 
the companv's bonds were not made transactions for which is avairabre pubric

b) Bonds

1 1 November 2015' the company made the refinancing of the bonds with a new bond issue. The total number of issued bonds

l,:i:t#:ffii: 
emission was 3310, denominations oi bonds is 1 000 EUR, the coupon rate is 12%, Bond are maturing on 15

Bonds are included in Bartic bond list of NASDAe oMX Riga AS stock exchange.

2017 2016
Nuber of bonds EUR

3 310 000

U

Number of bonds EUR

3 310 000

0

3 310

0

3 310

0

ZJ

3 310 3 310 000 3 310 3 310 000
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C) Other loans

During the repoding and previous years, the company has received loans from related and unrelated parties (see Note (21)).Bonowing interest rates range from 6To to 10yop., yuri.

31.12.2017

EUR

31.12.2016

EURAt beginning of the year
Borrowings received in the year
Repaid borrowings in the year
At the end of the year

Payable within 1 year

Payable from 2 to 5 years
Finance lease gross liability
Future finance costs
Present value of finance lease liability

Trade and other payables

Salaries

Accruals for unused annual leave
Value Added Tax

Mandatory State social insurance contribuiions
Trade payables

Accrued liabilities

Personal income tax

Advances from customers

Other payables

Corporate Income tax

Total

310 000

148 500

-50 000

426 500

-1 16 500
408 500 310 000

d) Finance lease liabilities

il?,fi;T::[l 
has acquired fixed assets under finance lease. Interest payments are 2.5o/o+ 3 M EUR|BoR payabte due on

In accordance with the agreements the minimum finance lease payments are:

31.,12.2017 31.12.2016
EUR EUR

Z JIO 16 309
248 3225

3 224 19 534
-73 -362

3 151 19 172

(20)

31.12.2017

EUR

31:t2.2016

trUK
33 013

8 336

16 874

5 937

7 877

7 203

38 669

1 476

32 639

14 017

1 277

15 893

10 117

14 423

6757
39 062

1 038

1 299
119 385 136 522

The carrying values of trade and other payables approximate their fair values due to their short term nature. Trade and otherpayables carry no interest,

,>A
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(21) Transactions with related parties

ln 2017 and 2016 the company had economic transactions with the following entities that are direcly or indirectly controlled by

Hrttlll** 
shareholders and members of the Board: orheja stA, T;;; slA, Lietie r-rlta bu![i stA and premium Finance

Loans and interest Davments

Balances

31.12.2017

EUR

Interest expenses

2017 2016
31.12.2016

EUROrheja SIA

Trezors SIA

Lielie rllta bulliSlA (Reorganizes in 2016 and added
to Premium Finance Group SIA)
Total

The non-curent paft ofthe loans
The non-current part of the loans

Remuneration to the management

Salaries

Social security contributions

Other expenses

1 08 500

U

10 000

108 500 10 000

Remuneration lo Council members
20,x7 2016
EUR

Remuneration to Board members
2017 2016

EUR EUR
58 500

50 000 10 000

5 053

3 854 | /0J

6 381

108 500 10 000 8 907 8 144

EUR EUR EUR
88 685

20 921
89 133

21 027

0
109 606 110 160

(22) Numberof employees

The average number of persons employed by the company

(23) Operating leases.the Group as lessee

During the financial year was in effect a number of agreements of premises rent, Lease payments recognised as an expense

*:tJ:t ffJ:?t*ffiriod 
amount to EUR '100 605 (2016: EUR ee e81). No subtease payments or contingent rent payments

2017

4?59

2016

25
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(24) Financialand capitalriskmanagement

The company's activity is exposed to various financial risks: market risk (including currency risk and interest rate risk), credit riskand liquidity risk' The Management of the company seeks to minimize potentiar adverse effects of the financial risks on theCompany's financial position.

Market risk
a)Foreign exchange risks
The company's main financial assets and liabilities are in Euro (EUFI). Revenues are collected in EUR. Daily purcnases primarilyare incurred in EUR. The Company is not exposed to foreign exchange risk.

b) lnterest rate risks
The company is exposed to interest rate risk as the part of the liabilities are intereslbearing borrowings with the variable interestrate (Note (19)), as well as the company's interest bearing assets have fixed interest rate.

31.12.2017

EUR

31.12.2016

EUR

Financial liabilities with variable interest rate

Maximum exposure to credit risk

Loans and trade receivables

Other cunent assets

Cash and cash equivalents
Total

3 151 19 172
3 151 19 172

Taking into account insignificant proportion of financial liabilities with variable interest rate in total financial liabilities, possiblechanges of interest and interest rate does not leave significant effect on the company,s profit before tax.

c) Other price risk
other price risk is the risk that the value of financial instruments will fluctuate due to other market factors. The company,smanagement monitors the market fluctuations on a continuous basis and acts accordingly but does not enter into any hedging

Credit risk
Financial assets' which potentially subject the company to a certain cJegree of credit risk concentration are primarily cash, trade

:tH,TJ:t 
and loans' For the bank transactions onty ttre local and ioreign financiat institutions wittr appropriate ranking is

31.12.2017

EUR

31.12.2016

EUR
2031 258

41 174

165 334

2 137 805

41 695

240 394
2237 766 2 419 894

within the company the credit risk is managed using centralized procedures and control. The main credit risk occurs inconnection with outstanding loans issued. To reduce these risks the company appries a conservative credit policy - the sum ofissued loans is smaller than the value of pledged movable and immovable property: such policy allows the company to reduce itscredit risk to minimum. Information about the structure of the loan portfolio is piovijeo in Note 14.

The company is not subjected to income concentration risk because the company gains income from many clients where thetotal payment of interest income or commission fees is formed by smail amounts.

Liquiditv risk
company pursues a prudent liquidity risk management and maintain a sufficient quantity of cash and ensure the availability offinancial funds through bonds emission, loans provided by banks anrl related parties. company,s management monitors theoperational forecasting of liquidity reserves, based on estimated cash flows.

The following table shows the maturity structure of financial liabilities of the company, that is based on non-discounted cash flows(excluding interest):
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31st December,2016

Bonds

Loans from credit institutions

Other loans

Finance lease liabilities

Trade and other payables

31st December,2017

Bonds

Loans from credit institutions

Other loans

Finance lease liabilities

Trade and other payables

Total borrowings

Cash and its equivalents

Net debt

Equity

Totalcapital

Total assets

Net debt to equiiy

Equity ratio on total assets

Events after balance sheet date

Total

EUR

<1 year

HUR

1.2 years

EUR

2-5 years

EUR

>5 years

EUR

3 363 297

31 0 000

19 172

136 522

53 297

300 000

16 020

136 522

3 152

1-2 years

EUR

3 310 000

10 000

2.5 years

EUR

Total

EUR

<1 year

EUR

>5 years

trut1

3 363 297

408 500

3 151

119 385

53 297

300 fJ00

2 903
,1 ,'to ?cA

z4d

3 310 000

108 500

31.12.2017

EUR

31.12.2016

tr,UK

All loans and trade receivables are short - term, with a maturity 1 year or less,

Capital Manaqement

According to the Latvian Commercial Law requirements if the Company's losses exceed half of the share capital, the Board is
required to address shareholders to make decisions on Company's going concern. Equity of the Company meets the Latvian legal
requirements' Company's management manages the capital structure on going concern basis. During the reporting period there
were no changes in capital management objectives, policies or processes.

Company's management controls the net debt to equity (gearing ratio),

3774 948
-IOC JJ4

3 692 469

-240 394
3 609 614 3 452075

242 536 308 550

3 852 150 3 760 625

4 136 869 4 191 976

As of the last day of the reporting year until the date of signing ihese financial statements there have been no events requiring
adjustment of or disclosure in the financial statements or notes.

1488Vo 1119o/o

6Vo 7o/o

(25)
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