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MANAGEMENT REPORT

According fo pre|iminory estimates, the Estonian
economy shrank by 13% in 2022, and the price
increase was unusually high, almost 20%. Despite
these negative trends, unemp|oymen+ ocfuo”y
decreased and private consumption increased.
At the same time, the grow’rn rate of the loan
balance of non-financial companies accelerated
throughout 2022 and reached 114% annual
growth in December. It can be said that

there was a lot of uncertainty in the year

that ended, but all in all the Estonian

economy, enfrepreneurs and individuals

managed better than feared in the

bockground of the g|obo| events that

started at the beginning of the year.

The past year was very significant
for Finora Group, because the
Group's subsidiary in  Lithuania
received a specialized banking
license from the European Central
Bank and Finora Bank began
operations. In November 20292,
the  bank

to start

received permission
cross-border  banking
activities in Estonia as We||, and
we have started accepting deposits
since December. This has created a
good basis for accelerating Finora

Group's growth in the coming years.

Group's  consolidated  loan
portfolio grew to almost 155 million
euros by the end of 2022. In the annudl

comparison, factoring and leasing grew

Finora

the most. The share of business loans in the
portfolio remains above 95%, including newly
issued business loans make up almost 100% of
loans. The share of mortgage loans and leases
with guarantees has increased by 10 pp year-on-
year and reached 48% of the porhto|io at the end
of December (see figure on page 5). The share of
consumer credit continues to decline, as the group
no |onger has issued them in recent years.
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esfqbﬁ;gﬁég 2014 | mortgage
oan
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A|’rhoug|’1 the company's porhco|io grew minimo”y
over the year, the company's interest income grew
by 40% over the year and reached almost 2.3
million euros in 2022. Interest expenses grew by 23%
over the year, i.e. slower than income. As a resu|’r,
net interest income grew by 48% year-on-year and
exceeded the million euro mark for the first time.

In connection with the launch of the bank, personnel

costs and various operating costs increased
substantially last year. The number of employees
and labor costs doubled in a year. In Lithuania, the
workforce grew 6 times in a year. Various operating
expenses increased by 81%. As a result of the rapid
increase in costs, the 2021 profit before discounts

was replaced by a loss, as expected.

Loan loss allowance reserves grew in the same
amount as the year before, that is, the quality of
the loan portfolio did not deteriorate over the year.
2022 ended with expected net loss, totaling to
more than 1 million euros. In order to support the

company's copi’ro| base

29%
Business
loans
26%
Leasing
22%
Secured
loans

20%

Factoring

existing and new

shareholders
increased

3%
Consumer
loans

the Group's share copifo| and share premium
by almost 2.1 million euros in 2022. In addition,
subordinated loans in the amount of 1 million were
placed in Finora Bank's Tier 2 capital.

The company invested in fixed assets during the
financial year 25 thousand euros and to intangible
fixed assets 322 thousand euros. The largest
investments in intangible fixed assets were related
to the development of computer software, bank
reporting and activities necessary to obtain «a
bank license. In 2023, it is planned to continue with
investments in Banking software development and
reporting.

There have been no significon’r research related
projects and related expenditures in the reporting
year and there are non p|ormeo| in the nearest
future.

The Group's business is not significantly affected by
seasonality or cyclical economic activity. The Group's
operations do not have significant environmental
and social impacts.

The Group has taken into account that it is exposed
to several risks in its economic activities. The goal of
risk management is the recognition, measurement
and odequo‘re management of these risks. In @
broader context, the aim of risk management is to
reduce possible losses and the volatility of economic
results. The Group's risk management is based on
the classic three-level risk management system. The
Group considers therisks related to changesin foreign
exchonge rates and stock exchonge rates during the
financial year and the reporting period to be very
low, as the company’s receivables and liabilities are
denominated in euros and the company does not
invest in tradable Securities, except to highly rated
government bonds. More detailed information is
provided in the section describing risk management
in the financial statements.

The consolidated report of the Group reflects the
financial indicators of AS Finora Group (parent
company, Estonia) and its 100% subsidiaries Finora

Factoring OU (Estonia) and Finora Bank UAB

AS Finora Group annual report 2022
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(Lithuania). During the financial year nor during
the preparation period of annual report there have
been no chonges in the composition of the Group.
Chonges in the investment and fincmcing strategy
of the conso|io|o’ring entity and the group, the
finoncing structure, the risk management policy and
liquidity that started in second half of 2022 had a
minor effect on 2022 results, but will effect future
periods. Instead of bonds and bilateral (inc|uo|ing
institutional) loans the Group will moin|y finance
itself ’rhrough deposits. Due to the signiﬁcon’r
increase in |iquio|i’ry, the company allocates free
funds to central bank deposi’rs and also to free|y
tradable government bonds.

In connection with the launch of the bank, a group
has also started partial restructuring. Finora Group
is becoming an holding company and loan activity
has been moving from Finora Group AS and Finora
Factoring OU to Finora Bank UAB since the end
of 2022. The dividend policy of the consolidation
group is being developed; there is currently no
distributable profit.

In addition to regu|or business activities and
banking development activities Finora has achieved
significant further developments in 2023. In addition
to equity increase in 2022 the share capital and

Financial Ratios

share premium were additionally increased at the
beginning of 2023. Additional 0.6 million of share
capital and share Premium and 125 million of
subordinated loans were added. During the first
months of 2023 the amount of deposits have been

significantly increased and the bilateral loans and
the bonds in total amount of more than 5 million
euros were repaid.

Allin all, 2022 was a year of significant development
for the Group as Finora Bank started its operations
and bank started to collect deposi’rs. It was especio”y
significon’r achievement in a situation where in
the entire Baltic region no other company than
Finora received a Banking license. In 2023 we plan
significonﬂy accelerate our grow‘rh in both Estonia
and Lithuania, whereas in Estonia we plan to open
the Finora Bank branch.

Average equity, in euros 2 750 283 Q 443 429
Return on equity (ROE) -41% -14%
Total Assets (average), in euros 21 591 984 14 290 103
Return on assets (ROA) -5% 2%
Cost to income ratio -104% -91%

Average equity = (equity at the end of the reporting period + equity at the end of previous reporting period) / 2
Return on equity = net profit (loss) / average equity * 100
Assets (average) = (assets at the end of the reporting period + assets at the end of previous reporting period) / 2

Return on assets = net profit (loss) / total assets (average) * 100
Cost to income ratio = operating expenses / net income * 100

Net income = net interest income + other income

AS Finora Group annual report 2022
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CONSOLIDATED
FINANCIAL STATEMENTS

Consolidated statement of financial position

(in euros)

31.12.2022 31.12.2021 Note
Assets
Cash 6181 572 1256 134
Investments into bonds 277 689 @)
Loan receivables 15 336 895 14 864 098 7
Other receivables and prepayments 1200 109 1 074 260 8; 22
Financial investments 599 565 5929 565 9
Property, plant and equipment 66 086 61873 12
Intangible assets 1019 053 787 069 13

Total assets

24 610 969 18 573 000

Liabilities and equity

Deposits from clients 3946 434 @) 15; 16
Loan liabilities 16 392 496 15 795 608 16
Bank loans 0 156 590
Bonds 5 014 441 5873 607
Other loan liabilities 11 378 054 9 765 411
Payables and prepayments 7492 196 506 670 10,17
Subordinated loans 1 000 000 0 1

Total Liabilities

21 381 125 16 302 278

Equity

Share capital 517 276 459 332 18
Share premium 5282 03] 3 9257 728

Other reserves 14 921 0

Retained earnings (loss) -1 446 338 -1 100 939

Net profit (loss) for the financial year -1138 046 -345 399

Total equity 3 229 844 2 270 722

Total liabilities and equity

24 610 969 18 573 000

Signed for identification
purposes
7 3103, 203
, b

Signature
Grant ThorntadBaltic OU
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Consolidated statement of profit and loss and comprehensive income

(in euros)

2022 2021 Note
Interest income 2 263 219 1618 563 19
Interest expense -1173 338 -884 313 20
Net interest income 1 089 88l 734 249
Other income 106 604 390 853 21
Total revenue 1196 485 1125 102
Operating expenses -750 195 -416 178 29
Labor expenses -1 024 402 -519 134 23
Total expenses -1 774 597 -935 312
Profit before impairment losses -578 112 189 791
Depreciation and amortisation 103 7592 -69 265 12: 13
Changes in loan impairment reserve -456 18] -458 029
Net profit (loss) for the financial year before taxes 1138 046 -337 503
Income tax O -7 896
Net profit (loss) and Comprehensive income 1138 046 -345 399

(loss) for the financial year

Signed for identification
purposes

8 31 03, 2023

Grant ThorntadBaltic OU

AS Finora Group annual report 2022
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Consolidated statement of cash flows

(in euros)

2022 2021 Note
Cash flows from operating activities
Net profit (loss) -1138 046 -345 399
Adjustments
Depreciation and amortisation 103 752 69 265 12:13
Interest expense 1173 338 884 313 20
Interest income -2 198 499 -1 448 229 19
Other adjustments 456 181 101 574
Total adjustments -465 227 -393 070
Total change in receivables and prepayments related to -1 038 770 -8 853 757 78
operating activities
Total change in payables and prepayments related to 285 104 138 334 17
operating activities
Deposits received 3246 434 0 15
Loans received 4 439 700 8 190 305 16
Repayments of loans received -2 978 978 -382 054
Interest received 2 198 499 1448 2922
Interest paid -1 222 917 -723 200
Other proceeds from operating activities (bonds) 1 050 000 823 494 16
Other payments from operating activities (bonds) -1 643 566 -20 000
Total cash flows from operating activities 2 732 233 -117 125
Cash flows from investing activities
Purchase of property, plant and equipment and intangible -339 949 -445 036 12,13
assets
Investments into bonds -278 825 0
Other investments 0 -21 800
Total cash flows from investing activities -618 774 -466 836
Cash flows from financing activities
Subordinated loans received 1 OO0 OO0 @) 1
Proceeds from issue of shares 1816 647 0
Capital lease paid -4 668 0
Total cash flows from financing activities 2 811 978 0]
Total cash flows 4 925 438 -583 961
Cash and cash equivalents at beginning of period 1256 134 1840 096
Change in cash and cash equivalents 4 925 438 -583 961
Cash and cash equivalents at end of period 6 181 572 1256 134

Signed for identification
purposes
9 31 03, 2023
-‘0”_"6_19.{4,{:‘/'-
Grant ThorntadBaltic OU
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Consolidated statement of changes in equity

(in euros)

Share Share Other Retained

capital premium reserves equ(qllc?sgsj
31.12.2020 459 332 3 257 728 0] -1 100 939 2 616 121
Eﬂegnﬂgmégﬁss) for the 0 0 0 1345 399 1345 399
31.12.2021 459 332 3 257 728 0] -1 446 338 2 270 722
Pi‘ne;niirgf‘;e(g’fs) for the 0 0 0 1138 046 1138 046
Stock options 0 0 14 921 0 14 9921
Issue of share capital 57 944 2 024 303 0 0 2 082 247
31.12.2022 517 276 5 282 03] 14 921 -2 584 384 3 229 844

Signed for identification
purposes

10 31 03, 2023

Grant ThorntadBaltic OU

AS Finora Group annual report 2022



finora group

NOTES TO THE
CONSOLIDATED

Signed Tor identification
purposes

I []3; 2023
/. "/-VL -

b'rg-nal‘urc-.é/ku... [ T
Grant ThorntafBallic OU

FINANCIAL STATEMENTS

Note 1 General information
AS AS Finora Group (former name AS Finora

Copi’ro|) is @ pub|ic limited company incorporo’red
and domiciled in Estonia. The principal activity of
AS Finora Group (hereinafter: the Parent Company)
and its subsidiaries (hereinafter co||ec+ive|y referred
to as: the Group) is the provision of financial services
fo private and corporate customers. The consolidated
statements of the Group disclose the financial
indicators of AS Finora Group (hereinafter: the
Parent Company) and its 100% subsidiaries Finora
Bank UAB (former name Finora kreditas UAB)
(Lithuania) and Finora Factoring OU (Estonia).

The financial year of the Group started on 1
January 2022 and ended on 31 December 2022.
The figures in the consolidated financial statements
are presenTed in euros.

The consolidated financial statements of the
Group for the year ended 31 December 2022 were
approved by the management on 31 March 2023.
The supervisory board of the Group has the right
tfo approve or reject them and request that new
statements be prepored in accordance with law.

In May 2022, the European Central Bank issued a
specialized bank license to Finora kreditas UAB, a
subsidiary of Finora Group AS in Lithuania.

AS Finora Group annual report 2022
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Note 2 Basis of preparation

21 Accounting principles

The consolidated financial statements of the
Group have been prepared in accordance with
International  Financial Reporting  Standards
(IFRS) as adopted by the European Union.

2.2 Evaluation principles

The consolidated financial statements have been
prepared under the historical cost convention.
The consolidation group presents its statement of
financial position in the order of liquidity based on
the group’s infention and ability to settle the assets
recognized in the financial statements or liabilities.

2.3 Significant accounting estimats
and Assumptions

The preparation of financial statements in
conformity with IFRS requires management to make
judgments, estimates and assumptions that affect
the application of policies and reported amounts
of assets and liabilities, income and expenses. The
estimates and associated assumptions are based on
historical experience and various other factors that are
believed to be reasonable under the circumstances
which form the basis of making judgments about
the carrying values of assets and liabilities that
are not readily apparent from other sources. The
actual outcomes may differ from these estimates.
The estimates and underlying assumptions reviewed
on an ongoing basis. The effect of a change in an
accounting estimate is recognised in the period of
the change, if the change affects that period only,

and any future periods affected by the change.

An important area of the estimates used in preparing
the statements is related to the assessment of the
impairment loss of financial assets.

The Group regularly monitors and analyses loans and
receivables to assess impairment. The estimation of
potential impairment losses is dependent on various
circumstances. The assessment of significant increase

Signed for identification
purposes

12 IL 03, 2013
Signature. G;}éid;fm‘“j?

Grant ThorntafBallic 0

in credit risk is @
new concept under
IFRS 9 Financial
Instruments and will
require signn(iccin’r
estimates. At each
balance sheet dore,
the Group assesses
whether credit risk has

increased significantly since

initial recognition by considering
the chonge in the risk of a default

occurring over the remaining life of thefinancial
instfrument, using key risk indicators that are used
in the Group's existing risk management processes.
On an on-going basis po’ren’rio| issues are identified
promp’r|y asaresultofloans being regu|or|y monitored
and analysed. Impairment losses are calculated
on an individual basis in terms of loan types with
reference to expected future cash flows including
those arising from the realisation of collateral. The
Group uses its experienced judgrnen’r to estimate the
amount of any impairment loss considering matters
such as future economic conditions and the resulting
iroding pen(ormonce of the borrower and the value
of collateral, for which there may not be a readily
accessible market.

2.4. Change in presentation

In 20292, a banking license was issued to Finora Bank
UAB, a subsidiary of AS Finora Group, a member
of the Group, and the subsidiory was regis’rered as
a bank. In connection with ‘rnis, the presentation
method of the cash flow statement has chonged
compored to the previous year. Receipts and
disbursements from bonds as well as loans received
and interest poid are repor’red in this report as part
of operating activities (in 2021 annual report they
were reporred as part of icinoncing activities).

AS Finora Group annual report 2022
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Note 3 Summary of significant
accounting policies

31. Summary of significant
accounting policies

Application of new and / or amended IFRS
and International Financial Reporting
Interpretations Committee (IFRIC)
interpretations.

Amendments effective for annual periods
beginning on or after 1 January 2022

Proceeds before intended use, Onerous
contracts — cost of fulfilling a contract,
Reference to the Conceptual Framework -
narrow scope amendments to |AS 16, IAS 37
and IFRS 3, and Annual Improvements to
IFRSs 2018-2020 - amendments to IFRS |,
IFRS 9, IFRS 16 and IAS 41

The amendment to |AS 16 prohibits an entity from
deduc’ring from the cost of an item of property,
p|on’r, or equipment any proceeds received from
se||ing items produced while the entity is preparing
the asset for its intended use. The proceeds from
se||ing such items, roge’rher with the costs of
producing them, must be recognised in profi’r or
loss. An entity has to use IAS 2 to measure the cost
of those items. Cost does not include deprecioﬂon
of the asset being tested because it is not yet reody
for its intended use. The amendment to IAS 16 also
clarifies that an entity is ‘testing whether the asset is
Func’rioning proper|y' when it assesses the technical
and physico| performonce of the asset. The financial
performonce of the asset is not relevant to this
assessment. An asset mighr therefore be copob|e of
operating as intended by management and subject
to deprecio’rion before it has achieved the level of
operating performonce expec’red by management.

The amendment to |AS 37 clarifies the meaning of
‘costs to fulfil a contract’. The amendment explains
that the direct cost of Fu|1ci||ing a contract comprises
the incremental costs of Fu|1ci||ing that contract; and

Signed for identification
purposes

13 31 03, 2023

Signature. C;?'““"““‘j’

Grant ThorntohBallic Ol

an allocation of other costs that relate direc‘r|y fo
fu|fi||ing. The amendment also clarifies that, before
a separate provision for an onerous contract is
established, an entity recognises any impairment
loss that has occurred on assets used in fu|fi||ing
the contract, rather than on assets dedicated to
that contract.

IFRS 3 was amended to refer to the 2018 Conceptual
Framework for Financial Reporting, in order to
determine what constitutes an asset or a liability
in a business combination. Prior to the omendmenr,
IFRS 3 referred to the 2001 Conceptual Framework
for Financial Reporting. In addition, a new exception
in IFRS 3 was added for liabilities and contingent
liabilities. The exception specifies ’rhor, for some
types of liabilities and contingent liabilities, an
entity applying IFRS 3 should instead refer to IAS
37 or IFRIC 21, rather than the 2018 Conceptual
Framework. Without this new exception, an entity
would have recognised some liabilities in a business
combination that it would not recognise under I1AS
37. Therefore, immediore|y after the acquisition,
the entity would have had to derecognise such
liabilities and recognise a gain that did not depic’r
an economic gain. It was also clarified that the
acquirer should not recognise contingent assets, as
defined in IAS 37, at the acquisition date.

The amendment to IFRS 9 addresses which fees
should be included in the 10% test for derecognition
of financial liabilities. Costs or fees could be paid
to either third parties or the lender. Under the
amendment, costs or fees paid to third parties will
not be included in the 10% test.

lllustrative Example 13 that accompanies IFRS 16
was amended to remove the illustration of payments
from the lessor re|o’ring to leasehold improvements.
The reason for the amendment is to remove any
poren’rio| confusion about the treatment of lease
incenftives.

IFRS 1 allows an exemption if a subsidiary adopts
IFRS at a later date than its parent. The subsidiary
can measure its assets and liabilities at the carrying

AS Finora Group annual report 2022
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amounts that would be
included in its parent’s
consolidated financial

statements, based on the
parent’s date of transition
to IFRS, if no adjustments
were made for consolidation
procedures and for the effects
of the
in which the parent ocquired the
subsidiary. IFRS 1 was amended to
allow entities that have taken this IFRS 1
exemption to also measure cumulative translation

business combination

differences using the amounts reporfed by the
parent, based on the parent’s date of transition to
IFRS. The amendment to IFRS 1 extends the above
exemption to cumulative translation differences,
in order to reduce costs for first-time odopTers.
This amendment will also opp|y to associates and
joint ventures that have taken the same IFRS 1
exemption.

The requirement for entities to exclude tax from
cash flows when measuring fair value under 1AS 41
was removed. This amendment is intended to align
with the requirement in the standard to discount
cash flows on a post-tax basis.

The Group does not expect the amendments to
have a material impact on its financial statements
when inifio“y opp|ieo|.

Amendments effective for annual periods
beginning on or after 1 January 2021,
deferred to 1 January 2023

IFRS 17, Insurance Contracts
IFRS 17 IFRS 4, which has given

companies dispensation to carry on accounting

rep|0ces

for insurance contracts using existing practices.
As a consequence, it was difficult for investors to
compare and contrast the financial perFormonce of
otherwise similar insurance companies. IFRS 17 is a
single principle-based standard to account for all
types of insurance contracts, including reinsurance
contracts that an insurer holds. The standard

Signed for identification
purposes

14 3l 03, 203
Signature. Gjﬁ'iwfm‘“j?

Grant ThorntafBallic 0

requires  recognition and
measurement of groups of
insurance contracts at: (i) a
riskadjusted present value
of the future cash flows
(the fulfilment cash flows)
that incorporates all of the
available information about
the fulfilment cash flows in
a way that is consistent with
observable market information; plus
(if this value is @ |iobi|iTy) or minus (if this

value is an asset) (ii) an amount

representing the unearned proﬁ’r in the group of
contracts (’rhe contractual service margin). Insurers
will be recognising the profi‘r from a group of
insurance contracts over the period ’rhey provide
insurance coverage, and as they are released
from risk. If a group of contracts is or becomes
|oss—moking, an enfity will be recognising the loss
immedicﬁre|y.

The management is assessing the impact of these
amendments as they become effective from 2023.

Amendments effective for annual periods
beginning on or after 1 January 2023

Amendments to IFRS 17 and to IFRS 4

The amendments include a number of clarifications
infended to ease implementation of IFRS 17,
simp|ify some requirements of the standard and
transition. The amendments relate to eight areas
of IFRS 17, and they are not intended to change
the fundamental principles of the standard. The
following amendments to IFRS 17 were made:

» Effective date: The effective date of IFRS 17
(incorporating the amendments) has been
deferred by fwo years fo annual reporting
periods beginning on or after 1 January 2023;
and the fixed expiry date of the temporary
exemption from applying IFRS 9 in IFRS 4 has
also been deferred to annual reporting periods
beginning on or after 1 January 2023.

. Expeded recovery of insurance acquisition

AS Finora Group annual report 2022
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cash flows: An entity is required to allocate
part of the acquisition costs to related expecied
contfract renewals, and to recognise those
costs as an asset until the entity recognises
the contract renewals. Entities are required
to assess the recoverobi|i’ry of the asset at
each reporting date, and to provide speciiic
information about the asset in the notes to the
financial statements.

Contractual service margin attributable to
investment services: Coverage units should be
identified, considering the quantity of benefits
and of both

coverage and investment services, for contracts

expected period insurance
under the variable fee approach and for other
contracts with an ‘investment-return service’
under the genero| model. Costs related to
investment activities should be included as
cash flows within the boundary of an insurance
contract, to the extent that the entity performs
benefits
insurance coverage for the policyholder.

held -

losses: When an entity recognises a loss on

such activities to enhance from

Reinsurance contracts recovery of
initial recognition of an onerous group of
underlying insurance contracts, or on addition
of onerous underlying contracts to a group,
an entity should adjust the contractual service
margin of a related group of reinsurance
contracts held and recognise a gain on the
reinsurance contracts held. The amount of the
loss recovered from a reinsurance contract
held is determined by multiplying the loss
recognised on underlying insurance contracts
and the percentage of claims on underlying
insurance contracts that the entity expects to
recover from the reinsurance contract held.
This requirement would apply only when the
reinsurance contract held is recognised before
or at the same time as the loss is recognised on
the underlying insurance contracts.

Signed for identification
purposes

3t 03, 203

Ml o
Signature, "";"j‘ .:,{, th.., iase
Grant TharntahBaltic OU

amendments: amendments

e Other Other
include scope exclusions for some credit card
(or simi|or) contracts, and some loan contracts;
presentation of insurance contract assets and
liabilities in the statement of financial position
in porh(o|ios instead of groups; opp|icobi|iry
of the risk mitigation option when mitigating
financial risks using reinsurance confracts held
and non-derivative financial instruments at

fair value ’rrirough profi’r or loss; an accounting

po|icy choice to chonge the estimates made
in previous infterim financial statements when
applying IFRS 17; inclusion of income tax
payments and receipts that are specifico”y
chorgeob|e to the po|icyrio|der under the terms
of an insurance contract in the fulfilment cash
Hows; and selected transition reliefs and other

minor amendments.

Amendments to IAS 1 and IFRS Practice
Statement 2: Disclosure of Accounting
Policies

IAS 1was amended to require companies to disclose
their material accounting po|icy information rather
than  their significonr accounting po|icies. The
amendment provided the definition of material
accounting po|icy information. The amendment
also clarified that accounting policy information is
expecred to be material if, without it, the users of the
financial statements would be unable to understand
other material information in  the financial
statements. The amendment provided illustrative
exomp|es of accounting po|icy information that
is likely to be considered material to the entity’s
financial statements. Fur’rher, the amendment to
IAS 1 clarified that immaterial accounting policy
information need not be disclosed. However, if it is
disclosed, it should not obscure material accounting
po|icy information. To support this amendment,
IFRS Practice Statement 2, ‘Making Materiality
Judgemenrs' was also amended to provide guidonce
on how to opp|y the concept of mo’rerio|i‘ry fo

accounting po|icy disclosures.
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Amendments to |AS 8: Definition of
Accounting Estimates

The amendment to |AS 8 clarified how companies
should dis’ringuish chonges in accounting po|icies
from chonges in accounting estimates.

Deferred tax related to assets and
liabilities arising from a single transaction
— Amendments to IAS 12

The amendments to IAS 12 specify how to account
for deferred tax on transactions such as leases
and decommissioning obligations. In specified
circumstances, entities are exempt from recognising
deferred tax when they recognise assets or liabilities
for the first time. Previously, there had been some
uncertainty about whether the exemption applied
to transactions such as leases and decommissioning
obligations - fransactions for which both an asset
and a liability are recognised. The amendments
c|orify that the exemption does not apply and that
entities are required to recognisedeferred taxonsuch
transactions. The amendments require companies
to recognise deferred tax on transactions that,
on initial recognition, give rise to equal amounts
of taxable and deductible temporary differences.
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Transition option to insurers applying IFRS
17 - Amendments to IFRS 17

The amendment to the transition requirements in
IFRS 17 provides insurers with an option aimed at
improving the usefulness of information to investors
on initial application of IFRS 17. The amendment
relates to insurers’ transition to IFRS 17 only and
does not affect any other requirements in IFRS
17. The transition requirements in IFRS 17 and
IFRS 9 apply at different dates and will result in
the fo||owing one-time classification differences in
the comparative information presen’red on initial
application of IFRS 17: accounting mismatches
between insurance contract liabilities measured
at current value and any related financial assets
measured at amortised cost; and if an entity
chooses to restate comparative information for
IFRS 9, classification differences between financial
assets derecognised in the comparative period (to
which IFRS 9 will not apply) and other financial
assets (to which [FRS 9 will apply). The amendment
will he|p insurers to avoid these temporary
accounting mismatches and, therefore, will improve
the usefulness of comparative information for

investors. It does this by providing insurers with
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an option for the presentation of comparative
information about financial assets. When ini’rio||y
applying IFRS 17, entities would, for the purpose of
presenting comparative information, be permiried
fo opp|y a classification over|oy to a financial
asset for which the entity does not restate IFRS
9 comparative information. The transition opftion
would be available, on an ins’rrumen’r—by—insrrumen’r
basis; o||owing an entity fo present comparative
information as if the classification and measurement
requirements of IFRS 9 had been applied to that
financial asset, but not require an entity to opp|y
the impairment requirements of IFRS 9; and require
an entity that opp|ies the classification over|oy fo a
financial asset to use reasonable and suppor’rob|e
information available at the transition date to
determine how the entity expects that financial
asset to be classified applying IFRS 9.

The Group is assessing the impact of these
amendments to future financial reports.

Amendments that will become effective to
reporting periods that start at 1 January 2024 or
later and and have not been adopted by EU yet

Amendments to IFRS 16 Leases:
LeaseLiability in a Sale and Leaseback

The amendments relate to the sale and leaseback
transactions that satisfy the requirements in IFRS
15 to be accounted for as a sale. The amendments
require the seller-lessee to subsequenHy measure
liabilities arising from the transaction and in a way
that it does not recognise any gain or loss related
to the rig|’i’r of use that it retained. This means
deferral of such a gain even if the ob|igoiion is to
make variable payments that do not depend on an
index or a rate.

Classification of liabilities as current or
non-current, deferral of effective date -
Amendments to IAS 1

These amendments c|orify that liabilities are

classified as either current or non-current,
depending on the rignrs that exist at the end of

the reporting period. Liabilities are non-current if
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the entity has a substantive rigni, at the end of the
reporting period, to defer seftlement for at least
twelve months. The guidonce no |onger requires
such a right to be unconditional. The October 2022
amendment established that loan covenants to be
comp|ied with after the reporting date do not affect
the classification of debt as current or non-current
at the reporting date. Management's expectations
whether ’rhey will subsequenﬂy exercise the righ’r
to defer settlement do not affect classification
of liabilities. A |iobi|i’ry is classified as current if a
condition is breached at or before the reporting
date even if a waiver of that condition is obtained
from the lender after the end of the reporting period.
Converse|y, a loan is classified as non-current if a
loan covenant is breached on|y after the reporting
date. In addition, the amendments include c|oriicying
the classification requirements for debt a company
might settle by converting it into equity. ‘Settlement’
is defined as the ex’ringuishmen’r of a liability with
cash, other resources embodying economic benefits
or an entity’s own equity instruments. There is an
exception for convertible instruments that n’iign’r be
converted into equity, but on|y for those instruments
where the conversion option s classified as an
equity instrument as a separate component of a
compound financial instrument.

The Group is assessing the impact of these
amendments for future financial statements.

Amendments that have not yet adopted by EU
and the effective date will be settled by IASB

Sale or Contribution of Assets between

anlnvestor and its Associate or Joint Venture
— Amendments to IFRS 10 and IAS 28

These amendments address an
between the requirements in IFRS 10 and those in
IAS 28 in dealing with the sale or contribution of

assets between an investor and its associate or joint

inconsistency

venture. The main consequence of the amendments
is that a full gain or loss is recognised when a
transaction involves a business. A partial gain
or loss is recognised when a transaction involves
assets that do not constitute a business, even if
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these assets are held by a subsidiary.

The Group is assessing the impact of these
amendments for future financial statements.

Amendments that's effective date has not
yet been adopted by EU yet

IFRS 14, Regulatory Deferral Accounts

IFRS 14 permits first-time adopters to continue
torecognise amounts related to rate regu|oﬂon in
accordance with their previous GAAP requirements
when they adopt IFRS. However, to enhance
comparability with entities that already apply IFRS
and do not recognise such amounts, the standard
requires that the effect of rate regu|c1’rior1 must be
presen’red seporo’re|y from other items. An enfity
that already presents IFRS financial statements is
not e|igib|e fo opp|y the standard.

The Group already presents IFRS financial
statements, Jrherefore, this chonge has no effect on
the Group.

3.2 Consolidation
Susidiaries

Subsidiaries are all entities over which the Group
has control. The Group controls an entity where
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the Group is exposed to, or has rights to, variable

returns from its involvement with the entity and has
the ability to affect those returns through its power
over the entity. Subsidiaries are fu||y consolidated
from the date on which control is transferred to the
Group. They are deconsolidated from the date that
control ceases.

The consolidated financial statements comprise
the financial statements of AS Finora Capital
(the Parent Company) and its subsidiaries Finora
Factoring OU and Finora kreditas UAB. The
financial statements of the subsidiaries are prepored
for the same period as the consolidated financial
statements. If a subsidiory uses accounting po|icies
other than those odopTed in the consolidated
financial statements for like transactions in similar
circumstances, odjusTmen’rs are

made to its financial statements in preparing the

appropriate

consolidated financial statements.
Business combinations

Business combinations are accounted for using the
acquisition method, whereby all identifiable assets,
liabilities and contingent liabilities of the ocquired
subsidiory are recognised at their fair values at
the acquisition date, irrespective of the existence
of a non-confro“ing interest. The consideration
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transferred for the acquisition of a subsidiary
comprises the: fair values of the assets transferred;
liabilities incurred to the former owners of the
ocquired business; equity instruments issued by the
Group; fair value of any asset or |iobi|i’ry resu|’ring
from a contingent consideration arrangement; and
fair value of any pre-existing equity inferest in the
subsidiary. For each business combination, the Group
chooses whether to recognise a non-controlling
interest in the ocquired entity at fair value or at the
nonconfro“ing interest's proportionate share of the
ocquired entity’s net identifiable assets.

The Group recognises the cost of acquiring a
business combination, except for the costs of issuing
of debt or equity securities, as an expense when
incurred.

If the consideration transferred, the noncorﬁro“ing
interest in the ocquired entity and the acquisition-
date fair value of the acquirer's previously held
equity inferest in the acquired entity exceeds the
Group's interest in the identifiable assets acquired
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and liabilities ossumed, the difference is recorded
as goodwi“.

If those amounts are less than the fair value of the
net assets of the subsidiory ocquired, the difference
is recognised o|irec‘r|y in profif or loss as a borgoin
purchase.

Non—con’rro”ing interest is the portion of the
subsidiaries’ profi’r or loss and net assets in a
subsidiary not attributable to the Group. In the
consolidated  statement of profiJr or loss and
statement of other comprehensive income, profif or
loss and each component of other comprehensive
income are attributed to owners of the Parent
Company and to the noncon’rro”ing interests.
Non—con’rro”ing interests are presenfed in the
consolidated statement of financial position within
equity, seporo’re|y from equity attributable to
equity holders of the Parent Company.

Transactions eliminated on consolidation

All infra-group balances,  transactions  and
unrealised gains are eliminated in the consolidated
financial statements. Unrealised losses are also
eliminated but on|y to the extent that there is no

indication of impairment.

3.3 Associates

Associates are all entities over which the Group

has significon’r influence but not control.
Significant influence means that the Group

can participate in odop’ring decisions

concerning the financial and operating
po|icies of an undermking, but cannot
determine or control such financial and
operating |oo|icies.

Associates are repor’red in the statements

using the equity method. Upon applying

the equity method, an investment is
initially recognised in its amount invested
at cost. Thereafter the amount of the
investment is increased by the share of the

profi’r received from the investment made in
the associate and reduced by the share of the
corresponding loss.
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3.4 Foreign currency translation
Functional and presentation currency

The functional currency of the Group companies
is the currency of their economic environment. The
Group's Estonian companies use euros (EUR) in
accounting. The consolidated financial statements
are presen‘red in euros, which is the Parent
Company's functional and presentation currency.

Foreign currency transactions and balances

Foreign currency transactions are translated into the
functional currency using the exchange rates of the
European Central Bank prevailing at the dates of
the transactions. Foreign exchange gains and losses
resulting from the settlement of such transactions,
and from the translation of financial assets and
liabilities denominated in foreign currencies aft
the exchange rates of the balance sheet date, are
recognised in profir or loss. Realised and unrealised
gains and losses resulting from the seftlement and
revaluation of roreign currency-based receivables
and payables related to principal activities are
recognised using the net method under Other
operating income (-expenses). Unrealised gains
and losses resulting from cash, revaluation of cash
equivalents and loans are recognised using the net
method under Financial income (-expenses).

35 Cash and cash equivalents

Balances of current accounts and term deposi‘rs
of up fo three months are recognised as cash
equivg|en‘rs in the balance sheet and statement of
cash flows.

3.6 Financial assets

The Group classifies its financial assets in the
following measurement categories:

o those to be measured at amortised cost, and
e those to be measured at fair value (eirher

through OCI or through profit or loss)

The classification depends on the Group's business
model for managing the financial assets and
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the contractual terms of the cash flows. Regu|or
way purcnoses and sales of financial assets are
recognised on trade date, being the date on which
the Group commits to purcngse or sell the asset.
Financial assets are derecognised when the righ’rs
to receive cash flows from the financial assets have
expired or have been transferred and the Group
has transferred subsrgn’rioHy all the risks and
rewards of ownership.

At initial recognition, the Group measures financial
assets at their fair value (excl. in the case of
trade receivables, which do not have a significgn’r
finoncing component) plus transaction costs that
are directly attributable to the acquisition of the
financial asset, except for financial assets that
are recognised at fair value through profir or loss

(FVPL).

Transaction costs of financial assets carried at FVPL
are expensed in profir or loss. Trade receivables
without a signiricgnr rinoncing component are
measured on initial recognition at the transaction
price.

3.7 Debt instruments

Subsequen’r measurement of debt instruments
dependson the Group'sbusiness modelfor managing
financial assets and on the cash flow characteristics
of the asset. All the Group's debt instruments are
classified in amortised cost measurement category.
Assets that are held for collection of contractual
cash flows, where those cash flows represent solely
payments of principal and interest, are measured at
amortised cost. Interest income from these financial
assets is included in financial income using the
effective interest method. Any gain or loss arising
on derecognition is recognised directly in profit
or loss and presen‘red in other operating income/
expenses. Foreign exchange gains and losses and
credit losses are recognised in profit or loss.

38 Factoring

to be
finoncing transactions where the Group provides

Factoring transactions are considered
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the financial resources to its se||ing partners rnrougn
transfer of the rignrs to the receivables from these
sales transactions. The Group acquires the rignr fo
the receivables poyob|e by the buyer subjeci to the
purchase-sale agreement.

Factoring is the transfer (sale) of receivables where
depending on the terms of the Focioring contract
the buyer either has the right to sell the receivable
back to the seller during prespecified term
(recourse focforing) or there is no right of resale
and all the risks and rewards associated with the
receivable substantially transfer from the seller to
the buyer (non-recourse icoc‘roring). The receivable
of the Group against the buyer is recognised as
of the moment of Focioring the purchase-sale
agreement, ie. as of acquiring the receivable.
A transaction is treated as finoncing (e.g. loan
secured by the receivable) in case the Group does
not acquire all the risks and rewards associated
with the receivable, and the receivable is recognised
in the balance sheet until it has been collected or
the recourse has expired. If there is no repurchase
obligation and control over the receivable and the
associated risks and rewards transfers from the
customer to the Group at the moment of transfer
of the receivable, the transaction is recognised as
acquisition of the receivable. Receivables acquired
are initially recorded at fair value and subsequently
measured at amortised cost.

39 Property, plant and equipment

Property, |o|oni and equipment are assets used for
production, provision of services or administrative
purposes over a periood of more than one year.

Recognition and measurement

ltems of property, p|on’r and equipment are
carried at cost less accumulated depreciation
and any impairment losses. The cost includes the
purcnose price and other costs direc’r|y related to
the acquisition that are necessary for bringing the
asset to its operating condition and location. The
cost of self-constructed assets includes the cost of
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direct
labour, an appropriate

rno’rerio|s,

proportion of produc’rion overheads, and borrowing
costs related to the acquisition, construction or
produc’rion of quo|iitying assets. Where an item
of property, |o|on’r and equipment consists of
significon’r parts that have different useful lives,
the parts are accounted for as separate items of
property, p|on’r and equipment and are ossigned
depreciorion rates that correspond to their useful
lives.

Subsequent costs

Parts of some items of property, |o|on’r and
equipment require rep|ocemen‘r or renovation at
certain intervals. Such costs are recognised in the
carrying amount of an item of property, p|onr and
equipment when it is probob|e that future economic
benefits associated with the parts of the item will
flow to the Group and the cost of the part of the
item can be measured re|iob|y. The carrying amount
of any part that is rep|oced is derecognised. Under
the recognition princip|e provided in the previous
porogropn, the costs of the doy—io—doy servicing of
an item are not recognised in the carrying amount
of the item. |nsieod, such costs are expensed as
incurred.
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Depreciation

Depreciation is recognised as an expense on a
straight-line basis over the estimated useful life of
an item of property, plant and equipment and its
identifiable components. Land and construction in
progress are not depreciated. Group companies
use uniform depreciation rates. Estimated useful
lives, residual values and depreciation methods
are reviewed annually. The effect of the changes is
reflected in the reporting period and in subsequent
periods.

Thereshold for recognition of non-current assets:

EUR 600

Useful life by non-current assets groups
(years)

Name of non-current asset group  Useful life

Computers and computer systems 2-5 years
Other property, plant and equipment 2-5 years
Intangible assets 2-5 years

3.10 Intangible assets

assets (o‘rner than goodwi||) are

amortised on a s’rrgign’r—|ine basis over their

Intangible

estimated useful lives. |n’rongib|e assets are tested
for impairment whenever there is any indication
of impairment sirni|gr|y to items of property, p|gn’r
and equipment.

Development expenditure

Deve|oprnen’r expendi’rure is expenses incurred for
the deve|oprnen’r, design or festing of new produc’rs,
services, processes oOr Deve|opmeni
expendi’rure is cgpi’rg|ised as an inigngib|e asset if
the expendiiure can be measured re|igb|y, the Group
has technical and financial resources and a positive
infention to comp|e’re the project, the Group can use
or sell the asset and the probgb|e future economic
benefits genergied by the asset can be measured.
Copi’rg|ised deve|oprneni expendi’rure is carried at
cost less any accumulated amortisation and any
impairment losses. Deve|opmen’r expendi’rure is

systems.
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recognised as an expense on d s’rrGign’r—|ine basis
over its estimated useful life that generor||y does not
exceed ten years. Amortisation commences when
the deve|opmeni project is reody for use.

Other intangible assets

Other iniongib|e assets comprise licences and
software. Acquired licences are recognised at
cost. Acquired computer software licences are
ccipiio|ised on the basis of the costs incurred to
acquire the software and prepare it for use. Other
ocquired iniongib|e assets are carried at cost less
any accumulated amortisation and any impairment
losses.

311 Impairment of assets
Financial assets

Financial assets are tested for impairment occording
to the models established by IFRS 9. The impairment
requirements are based on a inree—sioge expec’red
credit loss (ECL) model, which considers changes in
credit quo|i’ry since initial recognition. The Group uses
internally developed models which take into account
macroeconomic  indicators

external (inc|uding

unemp|oymen’r rate, economic growih).

To test impairment, receivables are classified into the
i[o||owing three stages upon their initial regonition
and at subsequent balance sheet dates:

. Performing loans (1 stage)
e Loans whose risk level has increased since their
initial recognition (2 stage)

*  Non-performing loans (3 stage)

In the case of pericorrning loans, no such circumstances
exist which could lead to a failure to pericorrn
contractual obligations. Increased-risk loans are as
for their nature of weaker repayment ability, which
can |eord, upon realisation of the wegknesses, to their
classification into the group of non—perforrning loans.
At the same time no evidence of impairment exists in
the case of this class. In the case of non—performing
loans, there is objective evidence of their impairment,
such as the number of days in default being 90
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or more, cancellation of the agreement or other

evidence suggesting inso|vency (eg. bonkrupfcy and
compu|sory dissolution, reorganisation proceedings,
froud, death of the customer, e’rci).

The allowance to be taken into account in the
case of performing loans is the 12-month expected
loan losses. In the case of increased risk and non-
performing loans, the lifetime loan losses must be
taken into account. 12-month loan losses are the loan
losses that arise within 12 months after the reporting
date and lifetime expected loan losses are the losses
that arise over the remaining lifetime of the loan.

Expeded loan losses are measured on a collective
basis. Receivables measured on a collective basis
are deemed to be all the receivables of the same
type, whose risk level, guarantee or other common
features are similar and which are not subjed fo
measurement on an individual basis. Receivables
be|onging to the group of performing loans and
loans with an increased risk level are measured on a
collective basis occording to the genero| princip|es.
Individual measurement s performed in respect
of more |orge-sc0|e loans receivable whose credit
quo|i’ry has impoired and whose possib|e loan losses
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depend on the realisation of the collaterals.

The inputs used to measure the expected loan
losses include PD (probability of default), LGD (loss
given default) and EAD (exposure at default). PD
means the probability of default of the borrower
over 90 days according to the calculation method
either within 12 months or throughout the lifetime
of the loan. LGD means the categorisation which
arises from the default of the borrower over 90
days or from another basis that leads to the loan
being classified as non-performing, the ratio of
the loss on an exposure due to the default of the
borrower to the amount outstanding at default.
EAD means the expected exposure at the time when
the default over 90 days arises, taking into account
the planned repayments of the loan agreement.
Lifetime of a loan means the period of time from
the reporting date to the date of expiry of the loan
agreement. The expected credit loss is determined
by calculating the expected credit losses after the
end of the 12 months after the reporting date or over
the remaining lifetime of the loan according to the
12-month interim periods of the agreement, the PD
rate and the LGD of the agreement at the end of
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the corresponding period. The final amount of the
loan loss of the 12 months following the reporting
date marks the 12-month expected loan loss of
the loan and the amount of the loan losses of the
remaining periods of the loan marks the loan loss of
the lifetime of the loan. The loan losses calculated
are discounted using the effective interest rate of
the loans either on a collective basis or in terms of
individual loans.

Upon calculation of LGD, a distinction is made
between receivables unsecured by a collateral and
receivables secured by a collateral. Collaterals
meant here are immovable property collaterals. The
LGD of an unsecured loan is determined according
to the estimate based on past experience. The LGD
of loans secured by immovable property collateral
is determined using the method of discounted
realisable value of the collateral in respect of each
agreement or a group of agreements, respectively.
The redlisable value of the collateral is found
on the basis of the market value defined at the
beginning of the agreement, which is adjusted, if
necessary. The value of the collateral is measured
upon discounting the value of the collateral received
within 12 months or throughout the lifetime at the
weighted average interest rate of the agreement
or group of agreements. The circumstances to be
taken into consideration upon measurement of the
realisable value of the collateral are the expenses
related to compulsory sale, possible decline in the
price and expected time delays arising in the course
of the process.

The expected loan loss of receivables is measured
on a collective basis, using the Weigh’red average

LGD of the

respective subdivision, and the expec’red loan loss

agreements be|onging to the
of agreements is measured on an individual basis,
using the agreementbased LGD. If the collateral
is encumbered with a mortgage whose ronking is
higher than that of the Group’s receivable, the
market value of the collateral is reduced by the
amount of the higher—ronking mortgage.

The impairment of doubtful receivables is measured
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as the difference between the carrying amount of
such receivables and the future cash flows, using the
effective interest method. The carrying amount of
receivables is reduced by the impairment of doubtful
receivables and the impairment loss is chorged
fo profi’r or loss as a chonge in loan impairment
allowance.

Uncollectible receivables are deemedtobe receivables
from customers who have permanent solvency
problems and it is not possible or economically
expedient to implement measures to recover the
loan. If a receivable is deemed unco||ec‘rib|e, the
receivable and its allowance are written off the
balance sheet. The collection of doubtful receivables
that have previously been written down is recognised
as a decrease in loan impairment allowance.

Classification of receivables between the three
defined risk groups may chonge and, to this end, the
fo||owirig princip|es are imp|emenred.

Agreements which had earlier been classified into
the group of incresed-risk loans are classified into
the group of working loans if all of the following
conditions are met:

e Last three previous scheduled payments of the
principal amount, inferest and service fee have
been received according to the agreement and
the circumstances serving as a basis for the
reduction in the creditworthiness have been
eliminated.

e The borrower's situation must also have improved
to such an extent that the loan will probob|y be
repoid in full occording to the initial terms and
conditions

e At the moment of measurement, the borrower
has no overdue amounts whose due date of
payment has been exceeded for more than 30
doys

According to the number of days in default,

nonperforming loans are classified as performing or

increased-risk loans if:

e The last three scheduled amounts under a
loan agreement have been received and the
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circumstances that led to the reduction in the
creditworthiness have been eliminated.

e The borrower’s situation has improved to such an
extent that the loan will probably berepaid in full

o At the moment of measurement, the borrower
has no overdue amounts whose due date of
payment has been exceeded for more than 30
days.

Sensitivity analysis

The Group uses the cnonge in the unernp|oyn’ien’r
rate from the macro indicators when performing
the sensitivity analysis. The forecast of the Ministry
of Finance is used as the baseline scenario, in the
case of a positive scenario the unemployment rate is
expected to be 2% lower than in the baseline scenario.
In the negative scenario, the unemployment rate is
expected to be 2% higher than in baseline scenario.
The change in ECL has been found by assessing
the impact of the change in these macro indicators
on the probability of insolvency. In the case of a
positive scenario, the effect on the loan portfolio as
of 31122022 is 42 (31122021: 42) thousand EUR
and in the negative scenario, -42 (31.12.2021: -42)
thousand EUR.

Non-financial assets

Ateach balance sheet date, the Group's management
assesses whether there is any indication that an
asset may be irnpoired, If there is any indication that
an asset may be impoired, an impairment fest is
performed. The recoverable amount is equo| to the
higher of the asset’s fair value (|ess costs of disposo|)
or value in use based on the discounted cash flows.

If the test reveals that the recoverable amount is
lower than its carrying amount, the noncurrent asset
is written down to its recoverable amount. If an
impairment test cannot be pen[orrned in respect of
an individual asset, then the recoverable amount is
determined for the smallest group of assets to which
the asset belongs.

If as a result of the impairment fest of a previous|y
irnpoired asset the asset’s recoverable value exceeds
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its carrying amount, the earlier impairment loss is
reversed and the carrying amount of the asset is
increased.

Reversal of an impairment loss

If the reason for the impairment disoppeors, the
|orevious|y recognised impairment loss is reversed.
Cnonges in the circumstances of the impairment
loss are analysed at least annually at the end of the
reporting |oeriod. Impairment losses are reversed and
the value of an asset item is increased as a maximum
to the carrying amount that the asset item would
have had if no impairment loss had been recognised,
ioking Tnereby into account the deprecioiion. The
reversal of an impairment loss is recognised in proiii or
loss of the period on the same line where the original
impairment loss was recognised. As an exception,
impairment losses on goodwill are not reversed.
Impairment losses recognised for an investment in
an equity instrument classified as available for sale
are not reversed through profit or loss. If the fair
value of a debt instrument classified as available for
sale subsequently increases and the increase can be
objectively related to an event occurring after the
impairment loss was recognised in profi’r or loss, the
impairment loss is reversed, with the amount of the
reversal recognised in profi’r or loss.

312 Leases
The Group as a lessee

The Group leases office premises, IT and office
equipment. At inception of a contract, the Group
assesses whether the contract is, or contains, a
lease. A contract is, or contfains, a lease if the
contract conveys the I’igl’]i’ to control the use of an
identified asset for a period of time in Exchonge for
consideration.

The Group determines the lease term as the
noncancellable period of a lease, ioge’rner with
both periods covered by an optfion to extend the
lease if the lessee is reosonob|y certain fo exercise
that option; and periods covered by an option fo
terminate the lease if the lessee is reasonable certain
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not to exercise that option. The lessee reassesses
whether it s reosonob|y cerfain fo exercise an
extension option, or not to exercise a termination
option, upon the occurrence of either a signiiticon’r
event or a significon’r chonge in circumstances that
is within the control of the lessee and affects whether
the lessee is reosonob|y certain fo exercise an opfion
not previous|y included in its determination of the
lease term, or not to exercise an option previous|y
included in its determination of the lease term.

The Group revises the lease term if there is a change
in the non-cancellable period of a lease. The Group
recognises a righf—of-use asset and a lease liability
at the commencement date of the lease. The right-
of-use asset is measured at cost, which comprises
the amount of the initial measurement of the lease
liability. The amount of the initial measurement
of the lease liability is adjusted for any advance
lease payments, any direct costs incurred and any
restoration costs. Any lease incentives received are
deducted from this amount. Right-of-use assets
are depreciated on a straight-line basis from the
commencement date of the lease until the end of
the lease term unless the ownership of the underlying
asset transfers to the Group at the end of the lease
term or the residual value of the rigni-oi-use asset
indicates that the Group plans to exercise the
purchase option. In that case, the underlying asset
is depreciated over its entire estimated useful life,
which is determined using an approach consistent
with that for similar items of property, plant and
equipment owned by the Group. Rightof-use assets
are also adjusted for impairment losses, if any. In
addition, righ’r-ofuse assets are adjusted to reflect
certain remeasurements of the lease liabilities.

The lease |iobi|i’ry is iniiio||y measured at the net
present value of the lease payments not poio| by the
commencement date of the |eose, using the interest
rate imp|ici’r in the lease or, if that rate cannot be
reoo|i|y determined, the incremental borrowing rate.
The Group opp|ies the incremental borrowing rate
as the discount rate.
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The incremental borrowing rate is determined
by reference to different sources of finoncing. The
inpufts received are odjus’red to reflect the terms
of the lease and the type of the uno|er|ying asseft,
in order to find the incrementadl borrowing rate
appropriate for the asset. Lease payments included
in the measurement of the lease |iobi|i’ry comprise
the i(o||owing: fixed payments; the exercise price
of a purchose option (if the lessee is reosonob|y
certain to exercise that option); amounts expecied
to be poyob|e by the lessee under residual value
guarantees; and lease payments that depend on
an index or rate. The lease |iobi|iiy is measured at
amortised cost. It is remeasured if there are cbonges
in future lease payments reﬂec’ring a cbonge in the
index or rate used to determine the payments, if the
amount of the residual value guarantee is reassessed
or if the Group cbonges its assessment as fo whether
it intends to exercise the option to purcbose the
under|ying asset or the option fto extend or terminate
the lease. The lease |iobi|i’ry is also remeasured to
reflect cbonges in fixed payments.

If the lease liability is remeasured due to the above
reasons, a corresponding adjustment is made to the
carrying amount of the rigbf-ofuse asset. The effect
of the change in the lease liability is recognised in
pI’Oi(if or loss if the carrying amount of the rign‘r-of-
use asset has been reduced to zero.

3.13 Financial liabilities

All financial liabilities of the Group are classified as
“other financial liabilities at amortised cost”. Financial
liabilities are classified as current when they are due
to be settled within 12 months after the balance
sheet date unless the Group has an unconditional
right to defer settlement of the liability for at least
12 months after the end of the reporting period.
Liabilities with due dates longer than one year from
the date of the statement of financial position are
disclosed in the statement of financial position as
noncurrent liabilities.
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Loans, including subordinated loans and
borrowings

Loans, inc|uding subordinated loans and
borrowings are ini’rio||y recognised at fair value

less direct transaction costs. Subsequenﬂy,
loans are recognised at amortised cost using

the effective interest rate.
Deposits

Deposits from customers are initially

recorded on their sefttlement date at
their fair value less transaction costs and '
are subsequently measured at amortised :
cost using effective interest method in the
statement of financial position line ,Deposits”.
Accrued interest liabilities are included in the

same line. Interest expense is recognised in the
statement of profit or loss line ,Interest expens’e

on the accrual basis.
Trade payables

Trade payables are initially recognised at fair
value less direct transaction costs and they are
subsequenﬂy measured at amortised cost using the
effective interest rate.

3.14 Contingent liabilities

All possible or present obligations whose settlement
is not probable or the amount cannot be measured
with sufficient re|iobi|i’ry are disclosed as contingent
liabilities in the notes to the financial statements.

Unused i[oc’roring limit arising from differences
between total credit limit granted to the seller
according to the contract, and the total amount used
by the seller, indicating the amount of invoices the
seller is eligible to have financed as of the balance
sheet date is considered a contingent liability.

315 Income tax and deferred tax

Income tax is poid on fringe beneii’rs, gif’rs, dono’rions,
costs of entertaining guests, dividends, and non-
business related disbursements. The corporate
income tax calculated on the profit of the subsidiaries

located in Lithuania, the effect of the change in
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deferred tax liabilities and assets and the income tax
on dividends of Estonian companies are recognised
in the consolidated statement of profi‘r or loss.

Corporate income tax in Estonia

According to the Income Tax Act that entered info
force in Estonia on 1 January 2000, it is not the
Companyl's profits that are taxed but net dividends
paid. Thus, in the case of the Group companies
located in Estonia there are no differences between
the tax bases and carrying values of assets and
liabilities and no deferred tax poyob|es or receivables
arise. As of 1 January 2015, the tax rate applicable
to profit distributed as dividends is 20/80 of the net
amount fo be poid out. The income tax poyob|e on
dividends is recognised as a |iobi|i’ry and an expense
when the dividends are declared irrespective of the
period for which ihey are declared or when ihey
are distributed. Starting from 2019, it is possible
to opp|y a more favourable tax rate on dividend
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payments (14/86). This more favourable tax rate
can be opp|ied to dividend payments not exceeding
the average dividend disbursements for the previous
three financial years that have been taxed at the
rate of 20/80. 2018 is the first year to be taken into
consideration when co|cu|ofing the average dividend
disbursement for the previous three financial years.
Provisions in respect of future income tax poyob|e on
dividends are not formed before the declaration of
dividends, but the relevant information is disclosed
in the notes.

Tax assets and liabilities of this period and previous
periods are equal to the amount that will presumably
be received from or payable to the tax authority.
Deferred tax refers to differences between the
carrying value and tax base, on the basis of which the
income tax payable in the future will arise. Deferred
tax liabilities refer to the income tax attributable to
temporary differences, which is subject to payment
in the future. Deferred tax liabilities are recognised in
the case of all the deferred tax liabilities arising from
temporary differences. An exception is the situation
where the company does not recognise the deferred
tax liability arising from temporary differences
attributable to the initial recognition of goodwill and
an exception is also certain differences in the case of
interests in subsidiaries. Deferred tax assets represent
a reduction in future tax attributable to deductible
temporary differences, tax loss corry-forwords or
other future taxable deductions. Deferred tax assets
are tested at each balance sheet date and recognised
to the extent it is likely at each balance sheet date
that they can be utilised. As a result, a previously
unrecognised deferred tax asset is recognised when
it is considered likely that a sufficient surplus will
be available in the future. Tax rates established
or substantially established on the reporting date
are used in the calculations. The Group's deferred
tax assets and liabilities are estimated at nominal
value using each country’s tax rate in effect in
subsequent years. All current and deferred taxes
are recognised through profit and loss as ‘Income
tax”. As the Parent Company controls the dividend
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po|icy of its subsidiaries, it is also able to control
the tfiming of the reversal of femporary differences
associated with that investment. Therefore, when the
Parent Company has determined that those profi’rs
will not be distributed in the foreseeable fufure, the
Parent Company does not recognise a deferred tax
liability. To the extent that the Parent Company
has determined that dividends will be dis’rribufed,
relevant deferred tax |iobi|i’ry is recognised.

Corporate income tax in other countries

The net profit of the Group's Lithuanian subsidiary is
subjech to income tax, thus its income tax assets and
liabilities, and income’roxexpensesond incomeinclude
current (payob|e) and deferred tax. The income tax
rate in Lithuania is 15%. For banks additional 5% is
added. Taxable profi’r is calculated on profiJr before
tax, which is odjus’red in income tax declarations with
temporary and permanent differences based on
local tax law requirements. Deferred tax is calculated
on all significorﬁ femporary differences between the
tax bases of assets and liabilities and their carrying
values in the financial statements. Deferred tax
assets are only recorded in the company's statement
of financial position if their future realisation is
probob|e. Deferred tax is determined using fax rates
that have been enacted or subsTon’rive|y enacted by
the balance sheet date and are expec’red fo opp|y
when the related deferred tax asset is realised or the
deferred tax liability is settled.

316 Share Capital

Ordinory shares are classified as equity. Incremental
costs direcﬂy attributable to the issue of new shares
or options are accounted for as a deduction from
consideration received and recognised under equity.

Where any Group entity repurchases the company’s
freasury shares, the consideration poid, inc|uding any
direcﬂy attributable incremental costs, is deducted
from equity attributable to the Parent Company’s
equity holders until the shares are cancelled or
reissued. Where such shares are subsequently
reissued, any consideration received, net of any
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direc’r|y attributable incremental transaction costs
and the related income tax eﬁec’rs, is included in

equity attributable to the Parent Company’s equity
holders.

3.17 Capital reserve

The Estonian Commercial Code requires companies
fo create a copifo| reserve from annual net proﬁ’r.
Each financial year, at least onetwentieth of the net
profit has to be transferred to the capital reserve
until the copif0| reserve accounts for one-tenth of
the share copi+o|. The copi’ro| reserve may be used
for covering losses and increasing share copi’ro| but
not for moking distributions to shareholders.

318 Revenue recognition
Interest income

The Group's main revenue stream is inferest income
from lending activities. Interest income is received
from mortgage loans, small loans, hire purchase
contracts, overdraft and foc‘roring confracts.

The effective interest method is applied to recognise
interest income and interest expenses in proﬁ’r or
loss for financial assets and financial liabilities
measured at amortised cost.

The effective interest method is a method of
co|cu|o’ring the gross carrying amount of a financial
asset or the amortised cost of a financial |iobi|i+y
and of o||oco’ring the interest income or interest
expense over the relevant period. The effective
interest rate is the rate that exocHy discounts
estimated future cash payments or receipts Through
the expecfed life of the financial instrument to the
carrying amount of the financial instrument. When
co|cu|o’ring future payments, all payments included
in the terms and conditions of the contracts, such
as advance payments, are taken into consideration.
The calculation of the effective interest rate includes
fees that are an in’regro| part of the effective
interest rate. However, expecfed credit losses are
not taken into account.
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If o financial asset subsequenﬂy has become
credit impaired the interest income is recognised
opp|ying the effective interest rate to the amortised
cost, i.e. gross carrying amount adjusted for the
loss allowance. In case a financial asset is credit-
impoired at initial recognition, the expec’red credit
losses are included in the estimated cash flows to
calculate a credit odjusfed effective interest rate
which then s opp|ied tfo recognise the interest
income.

Fee and comission income

The Group receives fee and commission income
moin|y in the form of contract fees.

The recognition of revenue from contracts with
customers is reported as fee and commission
income. This does not apply for revenue from
leasing contracts or financial instruments and other
contractual obligations within the scope of IFRS
9 Financial Instruments. Fees that are included in
the calculation of the effective interest rate of a
financial instrument measured at amortised cost,
such as loan origination fees, are allocated over
the expected tenor of the instrument applying
the effective interest method and presented in
Net interest income. Fee and commission income
is recognised to depict the transfer of promised
services to the customers in an amount that reflects
the consideration to which the Group expects to
be entitled in exchange for the service. Fee and
commission income is recognised over time on a
straight-line basis as the services are rendered, when
the customer simu|‘r0neous|y receives and consumes
the benefits provided by the Group’s performance.
Variable fees are recognised on|\/ to the extent
that management determines that it is highly
probable that a significant reversal will not occur.
Other fee and commission income is recognised
at a point in time when the Group satisfies its
performance obligation, usually upon execution
of the underlying transaction. The amount of fee
or commission received or receivable represents
the transaction price for the services identified as
distinct performance obligations.
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3.19 Interest expenses

Interest expenses are recorded on an accrual basis
each month.

320 Dividend income

Dividend income is recognised when the righ’r to
receive payment is established.

Dividend distribution. A dividend distribution to the
company’s shareholders is recognised as a liability
in the Group's financial statements in the period in
which the dividends are approved by the company’s
shareholders.

321 Share-Based Payments

Finora Group AS has established a share-based
payment option program, under which the Group
issues options to employees to buy shares of Finora
Group AS in return for their services. The fair value
of options issued is recognized as an expense over
the term of the option program as an increase in
the labour costs and an increase in equity (other
reserves). The total cost is determined by the fair
value of the options at the time the options are
issued. The fair value of the options is found based
on actual transactions with the shares. At the end
of each reporting period, the Group assesses how
many options are likely to be exercisable. Changes
compared fo initial estimates are recognized in the
statement of profif or loss and with a correspondent
adjustment to equity. When the options are
exercised, Finora Group AS will issue new shares.
According to the terms and conditions of the share
options, there are no social tax expenses when
exercising options after 3 years.

3.22 Related parties

Gln preparing the financial statements of the

Group, the fo||owing entities have been considered

related parties:

e owners that have significonf impact and the
entities related to Them;
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e members of the management board and |ego|
entities controlled by them;

* members of the supervisory board;

e close relatives of the persons mentioned above
and the entities related to them.

3.23 Events after the reporting
periood

The financial statements of the reporting period

include material  circumstances offecﬂng the
assessment of assets and liabilities that became
evident between the balance sheet date and the
date of preparing the financial statements but that
are related to transactions in the reporting period

or previous periods.

The financial statements of the Group are prepored
in accordance with the princip|es of consistency
and comporobi|i+y, which means that the same
methods
are conﬁnuous|y opp|ieo|. Any chonges in the

accounting po|icies and presentation

accounting po|icies or presentatfion methods are
on|y made upon the odop’rion or amendment of
new IFRS standards or interpretations or if the new
accounting po|icy or presentation method provides
a more objective overview of the financial position,
financial results and cash flows of the company.

3.24 Unconsolidated statements
of the Parent Company presented
in the notes to the consolidated
statements

Pursuant to the Accounting Act of the Republic
of Estonia, the separate unconsolidated primary
statements of the consolidating entity (parent
company) are disclosed in the notes to the
consolidated financial statements. In preparing
the primary financial statements of the Parent
Company, the same accounting po|icies have been
used as also in preparing the consolidated financial
statements.
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Note 4 Fair values of financial
instruments

Fair value is the price that would be received to sell
an asset or poid to transfer a |iobi|i’ry in an order|y
transaction between market participants af the
measurement date. The fair value of an asset or
a |iobi|i+y is measured using the assumptions that
market participants would use when pricing the
asset or |i0bi|i’ry, assuming that market participants
act in their economic best interest. The Group uses
valuation techniques that are appropriate in the
circumstances and for which sufficient data are
available to measure fair value. The value of short-
ferm |iquio| financial instruments, such as cash and
cash equivo|en+s, and receivables with a maximum
maturity of one month are deemed equo| to their
carrying amount in the balance sheet. The value of
trade and other poyob|es with credit risk adjustment

is also opproximoﬁre|y equo| to their carrying amount.
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On the basis of the general principles, financial
assets are broken down into three levels:

e Level 1 - quoted prices in an active and liquid
market.

e Level 2 - valuation based on market observables
(values and interest levels of arm’s length
transactions);

e Level 3 - other methods (eg. discounted cash
flow method) with estimations as input.

Amortizised cost at the fair value of financial assets
and liabilities has been determined in accordance
with Level 3 princip|es, where the inputs fo the
assets or liabilities are not based on observable
market data; except for cash and cash equivo|en’rs,
the fair value of which has been determined in
accordance with Level 1 principles. The fair value of
financial investments carried at fair value has been
determined in accordance with Level 3 princip|es -
based on the values of similar transactions.
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(in euros)

3112.2022 Level 1 Level 2 Level 3 Fair value ~ Carrying

Financial assets at fair value

Investments into bonds 0 277 689 0 277 689 277 689

Financial investments O 529 565 (@] 529 565 529 565

To{cﬂ financial assets at fair o 807 954 0 807 954 807 954

value

Financial assets at amortized cost

Cash 6 181 572 O O 6 181 572 6 181 572

Loan receivables @) @) 15 336 895 15 336 895 15 336 895

Other receivables and 0 O 1200109 1200109 19200 109

prepayments

Total financial assets at 6 181 572 O 16537003 922718575 22718 575

amortized cost

Financial liabilities at amortized cost

Deposits from clients O O 3946 434 3 946 434 3 246 434

Loan liabilities O O 16 3992 496 16 3992 496 16 392 496
Bank loans @) 0 0 O 0
Bonds O (@] 5 014 441 5 014 441 5 014 441
Other loan liabilities (@] (0] 11 378 054 11 378 O54 11 378 O54

Payables and prepayments 0 0 742 196 7492 196 742 196

Subordinated loans @] (@] 1 OO0 000 1 OO0 000 1 000 000

Total financial liabilities at o o 21 381 125 21 381 125 21 381 125

amortized cost
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(in euros)

3112.2021 Level 1 Level 2 Level 3 Fair value ~ Carrying

Financial assets at fair value

Financial investments @) 5929 565 @) 5929 565 5929 565

ToTcﬂ financial assets at fair o 500 565 0 500 565 500 565

value

Financial assets at amortized cost

Cash 1256 134 @] (0] 1256 134 1256 134

Loan receivables O @) 14 864 098 14 864 098 14 864 098

Other receivables and 0 O 107490 1074260 1074260

prepayments

Total financial assets at 1256 134 O 15938358 17194 492 17 194 492

amortized cost

Liabilities at amortized cost

Loan liabilities (0] 0] 15 795 608 15 795 608 15 795 608
Bank loans O @) 156 590 156 590 156 590
Bonds (@] O 5873 607 5 873 607 5 873 607
Other loan liabilities O O 9 765 411 9 765 411 9 765 411

Payables and prepayments 0 0 506 670 506 670 506 670

Total financial liabilities at o 0 163029278 16302 978 16 302 978

amortized cost
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Note 5 Use of
significant accounting
judgements and
estimates

The preparation of consolidated
financial statements in corformity with
IFRS requires management to make
judgements, estimates and assumptions

that affect the reporied amounts of assets,
liabilities, income and expenses and disclosure

of contingencies.

Significant accounting judgements
Assessment of receivables

At each balance sheet date, the Group assesses
the collectability of the receivables recognised in
the balance sheet. If there are signs of impairment
of receivob|es, the receivables will be written down
to the present value of their estimated future
cash inflows. Receivables are assessed both on
an individual basis and by performing the aging
analysis of the receivables. Impairment losses are
recognised as an expense in proiii or loss.

The assessment of loans receivables is set out in
Note 6 Risk management.

Significant accounting estimates

Assessment of the useful life of intangible
Assets

The useful life of intangible assets is determined
based on the actual period of using the asset as
estimated by the management. Management
reviews the useful lives of intangible assets on yearly
basis at minimum. Currently the amortisation rate
for licences, software and internally developed
intangible assets is two to five years. For further
details refer to Note for Intangible assets.
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Impairment of intangible assets

date, the Group's
management board assesses critically whether there

At each balance sheet
is any indication that an asset may be impaired.
If any such indication exists, an impairment fest
is performed. If an impairment test cannof be
periormed in respect of an individual asset because
the cash flows generoied by the given asset cannot
be dis’ringuished from the remaining cash flows of
the company, the impairment test is peri(ormed in
respect of the cosh—genero’ring unit to which the
asset be|ongs. An impairment fest is periormed
to determine the recoverable amount of an asset,
which is the higher of the two indicators - fair value
of an asset (less costs to sell) and its value in use.
For estimating an asset’s value in use, d realistic
estimate s prepored for the cash flows to be
derived from the use of the asset in subsequent
periods and the present value of these cash flows is
calculated. The budgeis or forecasts opproved by
the management for subsequen’r periods (genero“y
no longer than five years) are used as the basis for
the cash flow estimate. The cash flows of the periods
beyorid those covered by the budge’rs and forecasts
opproved by the management are estimated by
applying realistic growth rates to current budgets
or estimates.
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Note 6 Risk management

General principles for risk
management

Risk is defined as a potential negative deviation
from the expected financial result and the Group
has taken into consideration that in its business
activities it is exposed to several risks. The object
of risk management is to recognise, measure and
manage these risks adequately. On a wider scale,
the purpose of risk management is to minimise
potential losses and reduce the volatility of
financial results. Risk management in the Group is
based on the classic three-level risk management
system with the fo||owing structure:

1. The first level consists of the depor’rmen‘rs of
the Group and emp|oyees thereof whose o|u’ry
is to understand and manage risks in their
sphere of responsibi|i’ry.

2. The second level consists of the persons
independenﬂy in chorge of risk management
and comp|icmce whose o|quy is to deve|op and
manage the risk management and control
mechanism and overall framework.

3. The third level consists of the internal audit who
carries out an independen’r control over the
odequocy of the risk management system and
reports to the supervisory board of the Group.

The Group manages its risks first of all based on
the definition of its risk capacity, ie. which the
maximum loss is that the Group is able to tolerate
upon the materialisation of risks. Risk tolerance
has been defined as the maximum risk arising from
the risk capacity that the Group is able to tolerate
and ‘rhis, in turn, serves as a basis for risk appetite,
i.e. which risks the Group wants to take to achieve
its objectives and which ones should be avoided.
A risk profi|e has been created on the basis of the
risk appetite as follows. The risk profi|e combines
various risks arising from the specificify, scope and
complexity level of the operations of the Group as
well as from its operating environment.
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The risk management system comprises mapping
all material risks, measuring exposure fo these
risks and quon’rifying the results, if possib|e, and
ensuring the existence of sufficient capital to
cover all material risks as well as Control thereof.
The risk management system also comprises
deve|oping adequate measures for minimising the
probobih’ry of materialisation of the risks and the
adverse consequences arising from their possib|e
materialisation.

Thus, the risk management process established
starts with the identification of the risks to which
the Group is exposed, assessment of the risks and
compliance control thereof in respect of the risk
profile. The risks to which the Group is exposed may
be internal as well as external. The identification
of risks starts from extensive mapping of the risks
to which the Group may be exposed and, in the
course of further analysis, a shorter list is compiled
of the major risks whose risk categories are subject
to a more detailed assessment.

As a result of its risk assessment process, the
Group has found that the major risks to which it is
exposed, which must be monitored and responded
to with Odequa’re countermeasures are as follows:
credit risk (incl. concentration risk), |iquio|ify risk,
interest risk, opera’rion0| risk, market risk and
business and strategic risk. In addiﬂon, fields
related to money |ouno|ering must also be poinfed
out in the risk assessment process.

Credit risk and concentration risk

Credit risk is the risk of financial loss to the Group if
customers or market counterparties fail to meet their
contractual obligations to the Group. Credit risk arises
principally from loans given to customers, including
ou’rsTonding loans and given guarantees. The Group
is also exposed, to a minor extent, to the risk ’rhrough
cash and cash equivo|en’rs position. Credit risk is one
of the major risks and the management performs
a detailed assessment of the positions exposed fo
credit risk. The purpose of the Group is to maintain
well-diversified loan and guarantee portfolio at an
occep’red risk level.
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The purpose of credit risk management is to limit
the impact of the credit risks and other risks arising
from customers on the income of the Group to
an occep’rob|e level and fry tfo optimise the risk-
return-ratio. This maximises the riskodjus’red return
while maintaining the credit risk parameters at an
0ccep’rob|e level. Credit risk management process
consists of the initial identification of a given risk,
risk assessment, risk management and subsequent
monitoring as well as reporting.

|dentification of a credit risk is based on the sources
from which the risk originates, which is the bank’s
credit products such as focforing, micro loan,
consumer loans and loans secured by immovable
property, each of which has its own risk level and
factors that affect it, which are mapped and
quantitatively assessed at this stage. The most
important subcategories of credit risk are the
customer’s inso|vency, default risk, risk of a decline in
so|vency, risk of froud, concentration risk and market
risk (OS regords, first of o||, the value of CO”OTQFO'S).

Credit risk assessment comprises the assessment
of so|vency and |iquio|i+y in respect of the loan or
another financial producf, valuation of collaterals
as well as the terms and conditions of the loan. In
the assessment process, customers are classified into
various risk categories from low to high or very high

risk.

In order to manage credit-related risks, the Group
applies customer selection criteria on the basis of
their risk profile and applies limits in terms of product
and customer groups. Issues of importance in credit
risk management are the principles of granting
loans, decisionmaking and loan analysis as well as
the overall quo|iTy of the loan process. The Group
uses scoring models to assess the creditworthiness
of loan customers being private persons and legal
persons, except for loans secured by immovable
property and factoring ( to forecast Credit quality
and the probabilty of default). The validation of the
models takes place when material changes occur,

Signed for identification
purposes

36 31 03, 2023

Signature. C;?'““"““‘j’

Grant ThorntohBallic Ol

but no less often than once a year. The Group uses
loan customers’ scoring models in moking credit
decisions and choosing customers. Fo||owing the
issue of a loan, the Group consis’renﬂy assesses the
customer’s so|vency and value of the collateral. The
Group manages the credit risk in terms of the loan
porh(o|io as a whole as well as in terms of individual
loans. The credit risk is monoged, Toking also into
consideration the ratio of the given risk to other
material risks.

The credit risk monitoring and reporting function is
different in the case of various products, ensuring
that the most important risk parameters are
observed and a suﬁticienﬂy detailed overview of
the loan por‘rfo|io is always provided. The credit
risk monitoring must ensure as early assessment of
the decline in solvency and possible breach of the
terms and conditions of the agreement as possible.
It must ensure that the risk level is acceptable and
the profimbihfy of the Group is ensured as well as to
prevent loan losses from occurring. To this end, the
Group has developed internal information systemes,
which give early warnings of a possible increase in
risks.

The cash and cash equivo|en’rs of the Group are held
with commercial banks that are rated at least Baa?2
based on Moody's Credit ratings. As at 3112202,
all Group’s cash and bank were in commercial bank
with a rating of Aa3 and as of 3112.2022, EUR 2
766 820 was in a commercial bank rated Baal and
EUR 3 414 752 in a commercial bank rated Aa3.

Concentration risk within the meaning of a credit risk
is defined as an increase in the risk level of exposures
arising from related parties, parties operating in
the same economic sector or parties belonging to
the same geographic region. The Group assesses
and manages the concentration risk Through the
establishment of limits and subsequent monitoring.

Maximum exposure to credit risk

The group’s maximum exposure to Credit risk from
financial instruments subjec’red tfo impairment:
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finora group

in euros 3]']2'%230% Stage 1 Stage 2 Stage 3
Mortgage loans to clients 3 390 818 2 580 900 372 695 437 294
Mortgage loans 3 413 661 2 588 403 373 443 451 815
Allowance for doubtful accounts -22 843 -7 503 -748 -14 591
Other loans to clients 11 946 077 8 027 533 1419 316 2 499 299
Factoring and other business loans 12 138 294 8 042 516 1374 499 2721278
Allowance for doubtful accounts -582 430 -62 131 -18 053 -502 246
Consumer loans 751 617 50 762 71188 629 666
Allowance for doubtful accounts -361 403 -3 614 -8 319 -349 470
Total loan receivables to clients 15 336 895 10 608 433 1792 010 2 936 453
in euros 31']21202?1} Stage 1 Stage 2 Stage 3
Mortgage loans to clients 3 033 144 2 383 983 466 102 183 059
Mortgage loans 3 098 904 2 397 016 466 634 235 255
Allowance for doubtful accounts -65 760 -13 032 -531 -52 196
Other loans to clients 11 863 835 10 298 458 873132 692 245
Factoring and other business loans 11 853 561 10 357 249 807 188 689 124
Allowance for doubtful accounts -471 570 -84 355 -11 074 -376 141
Consumer loans 805 228 26 886 81 497 696 845
Allowance for doubtful accounts -323 385 -1 3292 -4 480 -317 583
Total loan receivables to clients 14 896 979 12 682 441 1339 234 875 304
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Liquidity risk

Liquidity risk is the risk that the
Group will not be able to meet i
its future ob|igofions as They fall ‘,
due or in full Major sub-risks of 9
the |iquio|i’ry risk are payment risk

and fincmcing risk. Payment risk is
the risk that the Group cannot meet
its ob|igo’rions without major related
costs. Financing risk is the risk that the
Group cannotraise sufficient resources without
an adverse impact on the everydoy activities or
financial position of the Group. The overall purpose
of |iquidi’ry risk management is fo ensure that the
Group has sufficient cash and |iquid assets in order
fo pen(orm its financial ob|igo’rions as ’r|’1ey fall due
and to increase its loan portfolio.

Upon managing the liquidity risk, the Group takes
into consideration that a sufficient liquidity buffer
must be maintained at any time for issuing loans
and covering other possible obligations. Financing is

in euros

31.12.2022

e
¥

performed mostly through equity, loans and bonds,
and the Group forecasts cash flows in order to have
a sufficient buffer of financial resources on the due
dates of repayment of financial obligations and a
sufficient time frame for preparing refinoncing upon
expiry of the terms.

The overview of the Group's financial assets and
financial liabilities by residual maturity (undiscounted
cash flows) is provided in the table below:

within 12

months over 5 years

1-5 years

Financial assets

Cash 6 181 572 6181 572 0 0
Investments into bonds 277 689 128 699 148 990 @)
Loan receivables 15 336 895 457 552 10 565 2492 4 314 101
Other receivables and prepayments 1200 109 1200 109 @) @)
Total financial assets 22 996 264 7 967 932 10 714 232 4 314 101
Liabilities and equity
Deposits from clients 3246 434 699 281 2 547 153 0
Loan liabilities 16 392 496 7 684 891 & 707 605 0
Bank loans 0 0 0 0
Bonds 5 014 441 0 5 014 441 0
Other loan liabilities 11 378 054 7 684 891 3693 163 @)
Payables and prepayments 742 196 742 196 0] @)
Subordinated loans 1 000 000 0 @) 1 000 000
Total financial liabilities 21 381125 9126 367 11 254 758 1 000 000
Duration gap of financial assets and 1615 139 1158 436 540 5%6 3 314 101

financial liabilities
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in euros

31.12.2021

Financial assets

within 12

months

1-5 years

over 5 years

Cash 1256 134 1256 134 0 0
Loan receivables 14 864 098 4 903 585 9 468 545 491 968
Other receivables and prepayments 1 074 260 1074 260 O 0
Total financial assets 17 194 492 7 233 979 9 468 545 491 968
Liabilities
Loan liabilities 15795 608 7 043 120 3945 319 4 807 168
Bank loans 156 590 139 811 16 779 @)
Bonds 5 873 607 5873 607 0 O
Other loan liabilities 9 765 41 1029 702 3928 540 4 807 168
Payables and prepayments 506 670 506 670 @) @)
Total financial liabilities 16 302 278 7 549 790 3 945 319 4 807 168
Duration gap of financial assets and 899 914 315 811 5 593 296 -4 315 200

financial liabilities

Interest rate risk

Interest rate risk reflects the mismatch in the balance
sheet items and the off-balance sheet items due
to chonges in interest rates as well as the possib|e
negative change in the fair value of financial
instruments due to a decline in the present value of
future cash flows arising from a change in interest
rates. The purpose of monitoring and managing
interest rate risk is to assess the profitability of the
Group'’s inferestbearing products, forecast profits of
future periods and prevent a significant decline in
profitability arising from a change in inferest rates.
To this end, the Group monitors interest rate risk
exposures in order for them to be exocHy defined,
observed and controlled. Loans issued by the Group
have a fixed interest rate and financial liabilities also
mosﬂy have a fixed interest rate. Thus, fluctuations
in interest rates have no remarkable impact on the
financial position in the short term. A change in the
overall level of interest rates has an indirect impact on
the inferest rates of the loans issued (o|’rhough a more
important factor is still market competition) and the
expected interest rate upon financing liabilities in the
future. The Group’s management analyses the market
situation and avoids, when pricing its loan products,
a possible situation where an increase in interest
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expenses would have a critical impact on financial
results.

Operational risk

Operoﬁono| risk means a po‘renﬁo| loss caused
by human, process or information system flaws or
inodequo’re operation thereof. This risk includes
reputation and |egc|| risk, but excludes strategic and
business risk, which is assessed seporo‘re|y. Lego| risk is
the risk of an entitled party not being able to exercise
its righ’rs or expect the performonce of ob|igofions
because of the failure of the ob|igo’reo| party fo
perform the ob|igofions assumed by it. Reputation risk
means the po’ren‘rio| that negative pub|ici‘ry regording
the Group and its business activities, whether true or
not, will cause a decline in the customer base or in
revenue, and increase in the expenses re|o’ring fo |ego|
assistance.

All produc’rs, services, activities and processes are
exposed to opero’riono| risk and the management
of operoﬁono| risk p|0ys a |eoo|ing role in the risk
management system of the Group as a whole. The
initial step in the management of this risk category
consists in the identification and measurement of risks
(if qu0|i’roﬂve|y possib|e). Thereafter it is ensured that
sufficient monitoring and control mechanisms have
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been deve|opeo| and imp|emen‘reo|, which is followed
by Finding measures for the management of these risks.
Opero‘riono| risks are reporfed to the management
board and supervisory board of the Group.

To minimise opero’rioncﬂ risks, the Group defines
and records all material business processes, observes
strict rules in de{ining duties and responsibihﬂes, and
engages in constant o|eve|opmen+ of information
systems.

Market risk

Market risk is the risk caused by adverse movements
of market prices. AHhough market risks are, as a
rule, material for companies operating in the field of
credit, the Group has assessed the share of this risk
as low because it has no assets and liabilities directly
exposed to market risks.

Business and strategic risk

Business and straftegic risk means risks caused by a
po’ren‘rio| decline in revenue due to chonges in the
operating environment or incorrect business decisions,
unsuitable imp|emenfo‘rion of decisions in a given
situation or inodequofe chonges in the activities of
the Group due to the overall chonge in the business
environment. Business risk is the risk that the Group
earns less profi‘r than expeded or sustains losses.
Strategic risk is caused by negative consequences if
the Group’'s management odop‘rs incorrect decisions
regording strategy, producfs, distribution channels or
other aspects of direct impact on business activities.
The Group's areas of activity are exposed to risks that
may have an adverse impact on the p|onneo| financial
results. This is primori|y related to stiff competition in
main fields of activity. The Group mitigates these
risks, offering fast and flexible finoncing solutions
for which there is a strong market demand and
works consTonHy towards their further improvement
in order to stand out against its competitors. In its
business activities, the Group is not on|y aimed at
winning a market share from the current providers
of similar services, but it is also important to expond
the  market, infroducing finoncing opportunities
above all to small and medium-sized enterprises.
The Group also mitigates these risks with its effective
management structure and clear division of roles and
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responsibihﬂes, ensuring that the management board
and the supervisory board have sufficient information
in order to odoer high—quoh’ry management decisions
as well as disclose and imp|emen+ the decisions in
the organisation as a whole. The Group imp|emen’rs
regu|o’rory management princip|es, being at the same
time aware of the relevance of an open and dynomic
orgoniso’rion0| culture. Emp|oyees are cons’ronﬂy
trained in order to ensure the obi|i’ry fo imp|emen’r
sufficient know|eo|ge and skills, high qu0|i’ry of the
decision-moking process and Toking responsibi|i‘ry. The
Group's |ong-+erm goa|s, such as sufficient profi’robih’ry
as well as customer and emp|oyee satisfaction, must
ensure that the Group responds fast to customers’
chonging expectations. The goo| established undergo
constant measurementand 0no|ysis.

Anti-money laundering

Money laundering and terrorist finoncing risk is the
risk that products of the Group are used for money
laundering or terrorist fincmcing purposes, which
may manifest itself in reputation or compliance risk.
Reputation risk is the risk that the actual or suspected
involvement in money laundering or terrorist finoncing
results in a material impact on the financial results of
the Group, which also leads to the materialisation of
the compliance risk. Compliance risk is the risk that
the Group is unable to comply with the anti-money
laundering and  terrorist finoncing rules, especially
upon implementation of the due diligence obligation,
which may lead to fines or revocation of a licence.
For anti-money laundering purposes, the Group's
management monitors compliance of the business
activities with the rules established as well as the
existence and adequacy of internal rules of procedure
and control systems. The regulations established are
also followed upon analysing projects and involving
investors, and employees are aware and suﬁcicienﬂy
informed in order to idenﬁfy possible  money
laundering and terrorist finoncing risks at an as early
stage as possible. The business model of the Group
is also established on the principles that reduce these
risks. The Group does not provide payment services,
its customers are located in the Baltic countries, the
Group does not offer its products and services to
non-residents and its customers s of European Union
(Estonian and Lithuanian, as a rule) credit institutions.
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Note 7 Loan receivables

Allocation by remaining maturity

in euros

within 12

31.12.2022 months

1-5 years over 5 years

Mortgage loans to clients 3390 818 316 291 2713 030 361 497
Mortgage loans 3 413 660 339 133 2 713 030 361 497
Allowance for doubtful accounts -29 843 -22 843 O @)
Other loans to clients 11 946 077 141262 7 852 212 3 952 604
Factoring and other business loans 12 176 016 718 150 7 506 503 3 951 363
Allowance for doubtful accounts -585 308 -585 308 @) 0
Consumer loans 713 895 366 945 345 709 1241
Allowance for doubtful accounts -358 5925 -358 525 ) 0
Total loan receivables to clients 15 336 895 457 552 10 565 242 4 314101

Allocation by remaining maturity

in euros

within 12
months

31.12.2021 1-5 years over 5 years

Mortgage loans to clients 3 055 964 917 619 1820 512 317 833
Mortgage loans 3121723 983 378 1820 512 317 833
Allowance for doubtful accounts -65 759 -65 759 @) o)
Other loans to clients 11 808 134 3985 967 7 648 033 174 134
Factoring and other business loans 11798 064 3983 259 7 640 671 174 134
Allowance for doubtful accounts -471 571 -471 571 @) 0
Consumer loans 805 026 797 663 7 363

Allowance for doubtful accounts -323 385 -323 385 @) 0
Total loan receivables to clients 14 864 098 4 903 585 9 468 545 491 968

in euros

Loan type 31.12.2021 3112.2020 Collateral
Mortgage loans 3 390 818 3 055 964 mortgage
Business loans 4 517 102 6 501 850 surety
Factoring 3124 406 2 056 173 factoring invoices
Leasing 3 949 200 2 768 470 leased assets
Consumer loans 355 369 481 641 unsecured
Total 15 336 895 14 864 098

As in previous years, all the issued loans are denominated in euro with maturity ranging from 6 months to
20 years (except for factoring contracts, where the usual length of invoice is between 30-90 days). Annual
interest rate of the issued loans is 7-25% and the effective interest rate does not differ significonﬂy from the

contractual interest rate.
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Note 8 Receivables and prepayments

Allocation by remaining
maturity

in euros

3112.2022 Wi;';‘:,rﬂg 1-5 years

Other receivables

Other receivables 1 074 105 399 605 674 500
Tax prepayments 36 548 36 548 0 10
Prepaid expenses 89 456 89 456 0
Total receivables and prepayments 1 200 109 525 609 674 500

Allocation by remaining

in euros maturity

31.12.2021 Wﬁ;’;‘r"‘,rﬁ 1-5 years

Other receivables

Other receivables 939 6692 382 162 557 500
Tax prepayments 35 671 35 671 0 10
Prepaid expenses 98 926 98 926 0
Total receivables and prepayments 1 074 260 516 760 557 500

As of 3112.2022 and 3112.2021, other claims include a claim against Inbank in the amount of EUR 290
921. In January 2020, their 100% subsidiary, which offers full-service leasing, was acquired from Inbank.
After the acquisition, the company was named AS Finora Finance. As a result of the transaction, Finora
Group's consolidated loan portfolio grew to 10 million euros by the end of January 2020. In May 2020,
the leasing company returned to Inbank's ownership, as Inbank and Finora Capital could not agree on
the final fulfillment of the terms of the company's purchase and sale. According to the management, the
Inbank claim will be realized within 12 months.

As of 311220292, other claims include a loan claim against AS Bankish in the amount of EUR 674 500
and interest claims in the amount of EUR 61 056.

Note 9 Financial investments

in euros 31.12.2022 31.12.2021
Financial investments 529 565 5929 565
Total Financial investments 529 565 529 565

The fair value measurement was based on real transactions with the company's shares. The transactions
took place in March, April and September 2021 and in March 2020, of which majority were between
non-related parties. The gain on fair value assessment was 335 thousand euros in 2021.

See also Note 14 Subsidiaries.
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Note 10 Tax prepayments and tax payables

in euros 31.12.2022 31.12.2022 31.12.2021 31.12.2021
Tax Tax Tax

prepayments payables prepayments
Corporate income tax 0 466 0 8 131
Value-added tax 0 23 651 0 m
Personal income tax 0 40 420 0 13 012
Social security tax 0 29 724 0 19 657
Con’rribu’rion; to mandatory 0 736 0 730
funded pension
Unemployment insurance premium o) 1 421 @) 1048
Net of prepayment account 36 548 0 35 671 0 8
Jotal tax prepayments and 36 548 96 420 35 671 42 688 14

The company does not have any overdue tax payables.

The tax authorites have the righT fo veri{y the Company's tax records up to 5 years from the time of fi||ing
the tax return and upon finding errors, impose additional taxes, interest and fines.

The Company’s management estimates that there are not any circumstances which may lead the tax
authorities to impose additional signiﬁcon’r taxes on the Company.

Note 11 Subordinated Loans

In the summer of 20292, a total of 1 million euros in subordinated loans was obtained. The balance of
subordinated loan obligations as of 31122022 was 1 million euros, the interest rate was 12% and the
mafturity date was summer 2029. The subordinated loans were issued in euros. All subordinated loans
were poid in cash, there were no non-cash movements.

The interest costs of the subordinated loans of the reporting period and the accrued interest ob|igofions
as of the end of the reporting period are shown in the table below. Interest liabilities are recognized in the
statement of financial position using the internal interest rate. The nominal interest rate on subordinated
loans is equo| to their effective interest rates, since no other fees have been poid.

Accrued interest on subordinated loans as at 01.01.2022 0]
Interest calculated for 2022 62 320
Interest paid during 2022 52 320
Accrued interest on subordinated loans as at 31.12.2022 10 000
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Note 12 Tangible assets

Other
in euros Computers and IT systems pﬁg‘:ﬁ‘z;’&
equipment
31.12.2020
Cost 23 23] 8 979 32 212
Accumulated depreciation -14 639 -6 969 -21 608
Carrying amount 8 592 2 010 10 604
Additions and improvements 1773 68 707 70 480
Sale O -5192 -5192
Depreciation -6 474 12 737 -19 21
31.12.2021
Cost 25 003 77 686 97 499
Accumulated depreciation 21 M3 -19 706 -35 627
Carrying amount 3 890 57 980 61 873
Additions and improvements 25 306 0 25 306
Sale 0 0 0
Depreciation -6 323 -14 770 -21 093
31.12.2022
Cost 50 309 77 686 122 805
Accumulated depreciation -27 436 -34 476 -56 720
Carrying amount 22 873 43 211 66 086

There have been no write-downs of assets during the reporting period.
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Note 13 Intangible assets

Other
in euros Software intangible

assets
31.12.2020
Cost 267 733 258 204 525 937
Accumulated depreciation -38 387 -30 175 -68 562
Carrying amount 229 346 228 029 457 375
Additions and improvements 2920 594 159 154 379 748
Depreciation costs -37 797 -12 257 -50 054
31.12.2021
Cost 488 397 417 359 905 685
Accumulated depreciation -76 184 -49 439 -118 616
Carrying amount 412 142 374 927 787 069
Additions and improvements 309 607 5036 314 643
Write-offs @) 0 @)
Depreciation costs -70 301 -12 358 -82 660
31.12.2022
Cost 797 933 4929 395 1220 328
Accumulated depreciation -146 486 -54 790 -201 276
Carrying amount 651 448 367 605 1 019 053

There have been no write-downs of assets during the reporting periood.
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Note 14 Subsidiaries

Shares in subsidiary 31.12.2022 3112.2021
Name of subsidiary Finora Bank UAB Finora kreditas UAB
Registration number 305156796 305156796
Country of residency Leedu Leedu
Ownership share 100% 100%
Ownership nominal value 3 000 000 2 300 000
Expenses related to establishment 10 473 10 473
3 010 473 2 310 473

Shares in subsidiary 31.12.2022 3112.2021
Name of subsidiary Finora Factoring OU Finora Factoring OU
Registration number 14439107 14439107
Country of residency Eesti Eesti
Ownership share 100% 100%
Ownership nominal value 10 000 10 000
Expenses related to establishment 190 190
10 190 10 190

Due to becoming a bank, in 2022 the name of Finora kreditas UAB was changed to Finora Bank UAB.

Note 15 Deposits

The group started accepting deposits in December 2022. As of 31122022, all deposits were term-
deposifs and from private individuals. The nominal interest rates on most customer deposifs are equo| fo
their effective interest rates because no other significon’r fees have been poid. Customer deposi’rs are all
in euros and received ’rhrough the Raisin p|o‘rform from Germany. The average interest rate was 3.97%.

The breakdown of customer deposiTs by term is as follows:

Term Sum
1 year 699 281
2 years 2142 993
3 years 404 160
Total 3 246 434
Signed for identification
purposes
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Note 16 Loan liabilities and deposits

in euros Allocation by remaining maturity

31.12.2022 w:;b)i:ﬂ!.% 1-5 years o;ee;ri Maturity  Interest Currency
Deposits
from clients
52‘;?55”5 from 3 946 434 699 281 2547153 0  2023-2026 3.97% EUR
Total
Deposits 3 246 434 699 281 2 547 153 o]

from clients

Other loans

Corporates 11278 054 7584891 3693163 0 2023-2027  1%-12.5% EUR
Private 100000 100 000 0 0 0093 1% FUR
|I’1CIIVIdUO|S
|T°*°" other 11378054 7684891 3693163 0
oans
Bonds
Februory o
Bonds 5 014 44] O 5014 44] 0 2094 9% EUR
Total bonds 5 014 441 O 5014 441 o}
Subordinated
loans
i‘ﬁ?dmmd 1 000 000 0 O 1000 000 2 029 129% EUR
|S“b°'di"°*ed 1 000 000 o} O 1000 000
oans
Total loan 20638930 8384172 11254758 1000 000
liabilities
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in euros Allocation by remaining maturity

31.12.2021 within }]_.2 1-5 years over 5 Maturity  Interest Currency

months years

Bank loans

%gOp Pank 156 590 139 811 16 779 O March 2023 7% EUR
|T°*°" bank 156 590 139 811 16 779 0
oans
Other loans
Corporates 9765411 1029702 3928540 4807168 2022-2027 19%-11% EUR
IT:;S:L other 9765411 1029702 3928540 4 807 168
Bonds

February .
Bonds 5873 607 5873 607 0 0 094 9% EUR
Total bonds 5873607 5 873 607 0 o

Total loan 15795 608 7043120 3945319 4 807 168
liabilities

* The initial maturity of the bonds was April 2022. In February 2022 the maturity was extended with the
consent of the bondholders until February 2024.

The internal interest rate of loans and bonds does not differ significcmﬂy from the contractual interest rate.

The bonds are secured by mortgages, p|edges of receivables arising from loan agreements and an account
|o|eo|ge, which must cover the liabilities arising from the bonds at least 105%. The total amount of guorom’reed
assets as of 31122022 and 31.12.2021 was above the required level. At the end of the reporting period,
mortgages and real estate pledges accounted for 4% (3112.2021: 11%) of collateral, 50% (3112.2021: 45%)
receivables from the Lithuanian subsidiory (and thus receivables from Lithuanian companies fo customers),
12% (31122021: 30%) pledges of corporate microloans and consumer loan receivables, 31% receivables
arising from leasing agreements (31122021: 26%) and the rest were account pledges, receivables from a
subsidiory, etc.

As of 3112.2021, the bank loan in the amount of EUR 363 750 was 100% secured by mortgage. In 2022,
the loan was paid back.

The largest loan out from legal entities is secured both by the bank account of the Lithuanian subsidiary
linked to the loan and by loans grorﬁed under this measure.

Among the loans taken from legal entities, as of 311220292, there is a loan from the EIF (European
Investment Fund) in the amount of EUR 2 600 000 (31.12.2021: EUR 2 OO0 O00), in connection with which
the Group has certain financial covenants in the form of ratios. As of 3112.2021, the group was in compliance
with these requirements. As of 3112.20292, the group was in compliance with the given requirements, except
for the cost-to-income ratio. According to the agreement, EIF has the right to reclaim the early repayment.
Consequently, as of 31122022, the loan is recorded as short-term.
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Note 17 Other payables and prepayments

in euros 31129092 Within 12 5119909y Within 12
Trade payables 79 527 79 527 25 554 25 554
Payables to employees M 094 111 094 48 698 48 698
Tax liabilities 96 420 96 420 492 688 492 688 10
Other liabilities 254 637 254 637 250 918 250 918
Interest liabilities 183 114 183 114 232 692 232 692
Other accrued expenses 71 523 71 5923 18 225 18 225
Prepayments received 200 519 200 519 138 813 138 813
Deferred income 200 519 200 519 138 813 138 813
Total payables and prepayments 742 196 742 196 506 670 506 670

Note 18 Share capital, share premium and other reserves

in euros 31.12.2022 31.12.2021
Share capital 517 276 459 339
Number of shares (pcs) 517 276 459 3392
Share premium 5282 O3] 3957728
Other reserves 14 921 O

The share capital increased by a total of 57 944 euros in 2022. 49 744 euros was paid in cash. 8 200 euros
were converted from bonds and their interest.

In 20292, the share premium increased by a total of 2 024 303 euros, including 1765 183 euros paid in cash
and 259 120 euros were converted from bonds and their interest.

The company had no contingent liabilities (related to dividends) as of 3112.2022 and as of 31.12.2021. As

retained earnings are negatiive, there is no contingent amount of income tax on dividends.

Since 2022 Finora Group AS is granting share options to members of management board, managers, and
key emp|oyees. Vesting period of the options is 3 years and issue of shares will be decided on the Annual
General Meeting of Shareholders or Meeting of the Shareholders close to the vesting date. Reserve of
options granted as of 31 December 2022 amounted to 14 921 euros. Related expenses in statement of profit
and loss in 2022 were also 14 921 euros.

Signed for identification
purposes
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The fair value of options is calculated with Black-Scholes model, which uses the share price of the Group,
vo|oﬂ|ify and risk-free interest rate as inputs. Emp|oyees do not have the possibi|i’ry to take the specified
amount in cash in lieu of the share options. Share options cannot be exchonged, sold, |o|edgeo| or encumbered.
Share options can be inherited. The contract of share options will expire if emp|oyee is |eoving the company
before vesting period, but the Supervisory Board can decide otherwise. In 2022, 28 600 stock options were
issued. No stock options were exercised nor cancelled in 2022.

Options outstanding as of 31 December 2022

Date of issue Dec.22
Expiry date Dec25
Share price 326
Number of options 28 600

Note 19 Interest income

in euros 31122022 31.12.2021

Geographical breakdown of sales revenue

Sales to EU countries

Estonia 1 604 062 1177 935
Lithuania 659 157 440 628
Sales to EU countries, total 2 263 219 1618 563
Sales revenue total 2263219 1618 563

Sectoral breakdown of sales revenue

Interests from mortgage loans 341 666 3492 208
Other interests 1856 833 1106 014
Fee income 64 720 170 340
Sales revenue total 2263219 1618 563

Company’'s main source of income is interest received from |ending activities. Interest is received from
mortgage |ooms, small |ocms, microloans, hire—purchose, Focforing and lease contracts.

Signed for identification
purposes
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Note 20 Interest expenses

in euros 2022 2021
Bonds 518 157 534 494
Bank loans 3592 18 142
Corporates 586 983 331748
Deposits from clients 2 285 0
Subordinated loans 62 320 o)
Total other income 1173 338 884 313

Note 21 Other income

in euros 2022 2021 Note
Penalty interest 56 475 47 133
Other fee income 2 479 4 046
Other operating income 47 650 339 675 9
Total other income 106 604 390 853

Note 22 Operating expenses

in euros 2022 2021
Office expenses 94 359 51 842
State and local taxes 56 485 15 016
IT services costs 97 371 75 821
Legal costs 53 560 48 035
Advertising and marketing costs 173 305 57 293
Accounting services (incl. audit costs) 47 192 29 870
Other 297 929 138 301
Total operating expenses 750 195 416 178

Other expenses include queries fo databases, debt management costs, travel costs and various other

opero’riono| costs.

Signed for identification
purposes
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Note 23 Labour expenses

in euros 2022 2021
Wages and salaries 882 233 493 691
Labour taxes 127 248 95 449
Options 14 991 0
Total labour expense 1 024 402 519 134
Average number of employees in full time equivalent units 25 14
Person working under an employment contract 19 13
Member of the management or control body of a |ego| person 6 ]

Note 24 Related parties

Name of accounting entity’s parent company: Nebbiolo Capital OU

Country, where parent company is regis‘rered: Estonia

Related party balances according to Receivables  Liabilities Receivables  Liabilities
groups 31.12.2022 31.12.2022 31.12.2021 31.12.2021
Management and higher supervisory body

and individuals with material ownership 756 308 1299 361 508 994 1180 319

interest and material influence of
management and higher supervisory body

Repayments of

Loan receivables 2021 Loans given Teiars e

Mczlna%emdenf Iand tigher suplervisoryhbody

and individuals with material ownership

interest and material influence of 30 000 0 44 607
management and higher supervisory body

Repayments of

Loan receivables 2022 Loans given TBiars G et Interest

Mczlna%emjnf Iand tigher suplervisoryhbody

and individuals with material ownership

interest and material influence of 17 000 0 47 650
management and higher supervisory body

Signed for identification
purposes
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Repayments of

Loan receivables 2021 Loans received lotns received

Management and higher supervisory body

and individuals with material ownership 898 000 o 60 790
interest and material influence of

management and higher supervisory body

Repayments of

Loan receivables 2022 Loans received Interest

loans receive

Management and higher supervisory body

gnd individuals wﬁh mafer|d| ownership 1 080 000 1 416 320 101 341
interest and material influence of

management and higher supervisory body

2021 Sales Purchases
Parent company o 27 000
Management and hiiher supervisory body and individuals

with material ownership interest and material influence of 51 449 273 650
management and higher supervisory body

2022 Sales Purchases
Parent company 20 250

Management and hiiher supervisory body and individuals
with material ownership interest and material influence of 40 798 167 032
management and higher supervisory body

Finora Group AS - Remuneration and other significant

enefits calculated for members of management and
ighest supervisory body

Remuneration 47 724 37 224

Parties are considered to be related either when one party is controlled by another, or one party has
signiﬁcon‘r influence over the business decisions of another.

Related party is management and supervisory board members and their close relatives and corporates
controlled by them.

Management received management fees and did not receice any ohter signiﬁcon’r benefiits. The company
does not have any contingent liabilities in connection with its managements.

In 2022 Finora Group AS issued to a member of the Management board and a member of the Supervisory
board, who are also shareholders and to management board members of Group companies in total of 21
100 stock options. No stock options were exercised nor cancelled in 2022.

Repayments of related party loans were converted into equity in 2022 267 320 euros.

Signed for identification
purposes
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Note 25 Contingent liabilities

in euros 31.12.2022 31.12.2021
Issued guarantees 1508 076 1684 474
Unused factoring limits 1662 115 4127 899
Total contingent liabilities 3170191 5812 373

The unused factoring limit is the unused limit of factoring agreements concluded with customers.

Signed for identification
purposes
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Note 26 Unconsolidated financial statements of the parent company

Pursuant to the Accounting Act of the Republic of Estonia, the separate unconsolidated primary statements

of the consolidating entity (parent company) are disclosed in the notes to the consolidated financial

statements.

Statement of financial position

in euros 31.12.2022 31.12.2021
Assets
Cash 913 724 239 980
Investments into bonds 118 699 0
Loan receivables 5152 838 5018 112
Mortgage loans 705 898 1081115
Other loans 4 446 940 3936 997
Other receivables and prepayments 2 146 224 2 913 052
Financial investments 5929 565 5929 565
Investments into subsidiaries and affiliates 3023 637 2 320 663
Property, plant and equipment 43 034 59 537
Intangible assets 495 784 495 494
Total assets 12 423 506 11 506 335
Liabilities
Loan liabilities 8783 083 9153 358
Bank loans 2 600 000 2 156 590
Bonds 5 014 441 5873 607
Other loan liabilities 1168 641 1123 161
Payables and prepayments 394 915 370 637
Total Liabilities 9 177 998 9 523 995
Equity
Share capital 517 276 459 339
Share premium 5282 031 3257 728
Other reserves 14 991 0
Retained earnings (loss) 1734 721 -1 083 063
Net profit (loss) for the financial year -833 999 -651 658
Total equity 3 245 508 1982 339
Total Liabilities and equity 12 423 506 11 506 335

Signed for identification
purposes
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Income statement

in euros 2022 2021
Interest income 995 609 788 729
Interest expense 771796 -683 817
Net interest income 223 813 104 912
Other income 47 178 357 849
Total revenue 270 991 462 761
Operating expenses -386 856 -392 766
Labor expenses -461 636 -367 251
Total expenses -848 492 -690 018
Profit before impairment losses -577 501 -227 257
Depreciation and amortisation -84 268 -65 318
Changes in loan impairment reserve -172 231 -359 083
Net profit (loss) for the financial year -833 999 -651 658

Signed for identification
purposes
56 3103, 203
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Statement of Cash Flow

in euros 2022 2021
Cash flows from operating activities

Net profit (loss) -833 999 -651 658
Adjustments

Depreciation and amortisation 84 268 65 318
Interest expense 771796 683 817
Interest income -995 609 -788 729
Other adjustments 172 231 -2 628
Total adjustments 32 685 -42 222
Total change in receivables and prepayments related to operating activities 199 624 -2 504 420
Total change in payables and prepayments related to operating activities 71245 N4 436
Interest received 933 938 809 270
Interest paid -818 763 -590 520
Other proceeds from operating activities (bonds) 1 050 000 823 494
Other payments from operating activities (bonds) -1 643 566 -20 000
Total cash flows from operating activities -1 008 837 -2 061 620
Cash flows from investing activities

Purchase of property, plant and equipment and intangible assets -141 086 -278 2921
Proceeds from property, plant and equipment and intangible assets 151 103 0
Investments into subsidiaries and associate -702 974 -21 800
Loans to subsidiaries and affiliates -2 735 000 -700 000
Repayment of loans from subsidiaries and affiliates 2 805 000 300 000
Total cash flows from investing activities -622 957 -700 021
Cash flows from finoncmg activities

Loans received 2 239 700 3285 000
Repayments of loans received -1 750 809 -668 999
Proceeds from issue of shares 1816 647 0
Total cash flows from financing activities 2 305 537 2 616 001
Total cash flows 673 744 -145 640
Cash and cash equivalents at beginning of period 239 980 385 621
Change in cash and cash equivalents 673 744 -145 640
Cash and cash equivalents at end of period 913 724 239 980

Signed for identification
purposes
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Statement of changes in equity

Shar Share Other Retained

in euros capita premium reserves

earnin
( os%j

31.12.2020 459 332 3 257 728 o -1 083 063 2 633 997

Net profit (loss) for the
financial year

31.12.2021 459 332 3 9257 728 0 -1734 721 1982 339
Net profit (loss) for the

O 0 -651 658 -651 658

A A 0 0 -833 999 -833 999
financial year

Issue of share capital 57 944 2 024 303 0 0] 2 082 247
Stock options 0 0 14 921 0 14 9921
31.12.2022 517 276 5 282 031 14 921 -2 568 720 3 245 508
Adjusted unconsolidated equity 31.12.2021 3112.2022
Unconsolidated equity 1982 339 3 245 508
Investments into subsidiaries and affiliates -2 390 663 -3 023 637
Investments into subsidiaries and affiliates, based on equity method 2 627 500 3 016 428
Adjusted unconsolidated equity 2 289 176 3 238 298

Signed for identification
purposes
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Signatures of the report

Signing of the report: 31.03.2023

The correctness of the annual report AS Finora Group (registry code: 12324050) for the periood
01.01.2022 - 31122022 has been approved:

Name: Position: Date and signature:

Andrus Alber Member of the 31.03.2023
Management Board

i —
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INDEPENDENT AUDITOR’S REPORT Grant Thornton Baltic OU

Péarnu road 22
10141 Tallinn, Estonia

(Translation of the Estonian original) T +372 626 0500
E info@ee.gt.com

REG No. 10384467
To the Shareholders of AS Finora Group VAT No. EE100086678

Opinion

We have audited the consolidated financial statements of AS Finora Group and its subsidiaries
(the Group), which comprise the consolidated balance sheet as at December 31, 2022, and
the consolidated statement of comprehensive income, consolidated statement of changes in
equity and consolidated cash flow statement for the year then ended, and notes to the
consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all
material respects, the consolidated financial position of the Group as at December 31, 2022,
and its consolidated financial performance and its consolidated cash flows for the year then
ended in accordance with International Financial Reporting Standards as adopted by the
European Union.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (Estonia) (ISA
(EE)s). Our responsibilities under those standards are further described in the Auditor's
Responsibilities for the Audit of the Consolidated Financial Statements section of our report.
We are independent of the Group in accordance with the International Code of Ethics for
Professional Accountants (Estonia) (including International Independence Standards), and we
have fulfilled our other ethical responsibilities in accordance with these requirements. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Other Information

Management is responsible for the other information. The other information comprises the
Management report but does not include the consolidated financial statements and our
auditor’s report thereon.

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

In connection with our audit of the consolidated financial statements, our responsibility is to
read the other information and, in doing so, consider whether the other information is materially

Audit » Business risk services * Corporate accounting and outsourcing * Tax * Legal
60 Financial advisory * Business advisory * Data protection and information security « Digital services www.grantthornton.ee



61

Q Grant Thornton

inconsistent with the consolidated financial statements or our knowledge obtained in the audit
or otherwise appears to be materially misstated. It is also our responsibility to disclose whether
information presented in the Management report is in accordance with the applicable
requirements provided for by law.

If, based on the work we have performed, we conclude that there is a material misstatement
of this other information, in relation to the above, we are required to report that fact. We have
nothing to report in this regard and we note that information presented in the management
report is in material respects in accordance with the consolidated financial statements and with
the applicable requirements provided for by law.

Responsibilities of Management and Those Charged with Governance for the
Consolidated Financial Statements

Management is responsible for the preparation of the consolidated financial statements in
accordance with International Financial Reporting Standards as adopted by the European
Union, and for such internal control as management determines is necessary to enable the
preparation of consolidated financial statements that are free from material misstatement,
whether due to fraud or error.

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

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

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

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

As part of an audit in accordance with ISA (EE)s, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and appropriate to
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provide a basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Group’s internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

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

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

. Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction, supervision and performance
of the group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the

planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

C

-
Janno Greenbaum
Sworn Auditor, license number 486

Grant Thornton Baltic OU, license number 3
Parnu mnt 22, 10141 Tallinn
March 31, 2023

Audit « Business risk services * Corporate accounting and outsourcing * Tax * Legal
Financial advisory * Business advisory * Data protection and information security * Digital services



finora group

Proposal for loss coverage

in euros 31.12.2022

Profit (loss) of previous periods -1 446 338
Annual period profit (loss) -1138 046
Total -2 584 384
Coverage

Profit (loss) of previous periods after distribution -2 584 384
Total -2 584 384

Decision on loss coverage

in euros 31.12.2022

Profit (loss) of previous periods -1 446 338
Annual period profit (loss) -1138 046
Total -2 584 384
Coverage

Profit (loss) of previous periods after distribution -2 584 384
Total -2 584 384
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Declaration of the Supervisory Board

The Management Board has prepared the management report and financial statements of AS Finora
Group for the financial year 2029 The Supervisory Board has reviewed the annual report prepored
by the Management Board, which consists of the management report and the financial statements,
the opinion of the sworn auditor and the proposo| for the distribution of profi’rs (coveroge of loss) and

approved it for submission to the genero| meeting of shareholders.

Veikko Maripuu Vahur Kraft Indrek Randveer Rein Ojavere
Chairman of the Member of the Member of the Member of the
Supervisory Board Supervisory Board Supervisory Board Supervisory Board
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Distribution of sales revenue by field of activity

Field of activity EMTAK code Sales re(vEeﬁR) Sales revenue (%) Main iigtlié/igj
Other credit

products, excl 64929 2 263 219 100.00% Yes
pawnshops

Share holders

. . Si f hi
Name Registry code Location °'%¢ aonc(l)vc\:,lz‘frr:nclze
Nebbiolo Capital OU 11918037 Estonia 218 350 EUR
Others Estonia 298 926 EUR

Contact details

Phone +372 658 1300

E-mail info@finoragroup.eu
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