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General information
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Address — Lagva 2, 1010 Tallinn, Harju Counky

Telephane — +372 622 52 52

Website — www.esto.eu/global

Reporting pariod ~ 1 January 2021 - 31 Decemnber 2021
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Business highlights

EETO was founded in 2007 in a small artsy coffes shop in downtown Tallinn (Estonia) with & vision to Docama

the most preferred place to shop locally wherever you are globally, Today, ESTO powers hundreds of thousands
af people and businesses internationally with our all-in-one commearce platform.

Gross merchandise Gross merchandise Users Business partnership
vilurme growth grawth growth

S5SM 133% ° 155% 56%

5

Revenue Net profit Total number of Total number
growth Erawth AP requests of transactions

o7% ° 103% ° 168M 8M

Total wolume of ESTO platform
transactions improvements during 2021

210M /7290

We are very good at helping businasses 1o sell and people to buy, simple as that
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Management report

Key financial indicators (in thousands of euros)

Total income Met profit Total assets

11,860 2,743 33,373

Loan portfolio Equity plus subordinated loans Equity

30,818 7,067 3,564

Ratios and loans originated

Return an equity Raturn on assets Costfincome ratio

105% 10% 21%

Equity ta loan portfolio Provizion cost to loan portfolio Loans originated during 2021

23% 1% ~40M

Formulas
Return an equity: net profit £ average ooty Epuiry io loan portioliccequely meluding subordmated (oans faan portiola
Ratum an pssets: net profit | awaragn asgets Prowizion cast to loan partfolis: leanlos s provision expenss | loan portiolic

Cost o ncom e opersting acpenses | total revenue
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Although | begin this annual letter in a challenging landscape, | remain proud of what ocur company and our
employeas in all of our offices have achieved, coliectively and indwvidually. Looking back on the last year, it's clear
that our constant investment in innovation, the ongoing development of our people and financial discipling are
what enabled us 1o persevere in our dedication to help businesses 1o sell and people to buy through aur state-ol-
the-art commerce platform.

Itwas a transformative year where we grew from a single operating company to ESTO Group, which now operates
in the three different Baltic countries and has plans to enter additional markets. 2021 proved to us that we could
be s0 much more than a company that facilitates any kind of payments across devices. With ESTO, we could
build the future of commaercel We believe in and bet big on e-cornmerce and its influence on the future global
ecanamy. We believe that e-commerce continues to be the accelerator of commerce innovation globally,

Looking back at 2021, we were able to grow in difficult circumstances and strengthen our positions inall products
and markets. Despite the Covid-13 pandemic, we are proud to report that our business has remained strong
and the payment behaviour of our users has remained sound. Operational management has been one of the
mary strengths of ESTO organization. We are seasoned operators, and our business is protectad via strong and
astablished operational processes and Internal teams.

In 2021 we expanded the ESTO platform to vastly increase user and partner touchpoints across products and
services to fuel the growth of our thousands of retails partners. The great thing with the ESTD platform is the
fact that we are able to add many different product verticals without deteriorating from the essential strategical
missI0n. We look at our platform as & two-sided scesystom in which both sides have many different outlets of
usage that help us to pravide more value 1o users and partners.

2021 was another strong year for EST0, with the Group generating record revenue, as will a5 setling numerous
ather records ineach of our lines of business, Wa earnad 27 million in net profit on revenue of 12 miflion versus 1.4
million on revenue of 7.5 million in 2020, reflecting strong underlying performance scross our businessas.

Looking towards 2022 then ESTO will continuously bet big on e-commerce and its influence on the future global
aconomy. More specifically we focus on expanding our infrastructure required to sucteed in our first foreign
markets of Latvia and Lithuania. A lot of work has been done and we are already moving on a clear roadmap
towards profitability in each new operating country.

The basis of our success i5 our people. Having a great team of people - with brains, integrity and enormous
capabilities to navigate personally challenging cirsumstances whils maintaining high standards of professional
excellence - 5 what ensures our prospenty now and in the future,

Mikk Metsa
Founder & CEQ
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Consolidated financial statements

Consolidated Balance sheet

{im thousands of aurag)

MNote no 3122021 3LE2020
ASSETS

Current assets

Gash and cash equivelents ra? LED
Loans and advances lo custamers 7 ZANa 18,523
Prepaymants 756 420
Other ascats | 530 433
Total current assats 29,183 19,077

Mon-current assets

Loans and advances to custamers 7 30497 2.548
Froperty and equipment i 26
Intangible assats a8 828 525
Other assets 3 74 23
Total non-current assels 4,180 3133
TOTAL ASSETS 33,373 22 308

LI&ABILITIES AND EQUITY
Liabilitias

Current liabilities

Loans and borrowings ] 7768 5,807
Trade payables and othar payables ] a0 480
Tax lighilitias 12 75 1=
Tatal current liabilities B.583 6,327

Hon-current liabilities

Loens and borrowings ] 21,228 14,208
Total non-current liabilities 21,226 14,3010
Total lisbilities 28,808 20,628
Imigiafled for idenmficaion emposes only
Allkdiripstatud ideniifitseerimiseks
153 06, 2022 ; !

Sigmatre § allkin %{{W

KPMG, Tallinn



EStD Annual Repaort 2021

Hate no Ja2.2021 31122020

Equity
Bhare capital 13 4 105
Share premium 13 155 155
Statutory reserve capital 13 il n
Ratainad earnings (oss) m (22
Total profit (Jlose) for the financral year 2743 1,433
Tatal eguity 3,564 1.&31

TOTAL LIABILITIES AND EQUITY 33,373 22,309

Imatilled for sdentilicatinn Purposes only
Allkiaststud identifmsserimiseks

15 06 2021
bmatuire ! elikoe ., W/

EFNIG, T:|.|||||:||
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Consolidated Income statement

{in thousands of suros)

kHota no 2021 2020
Interast income 5 868 4 883
Intarest expensa 5 (2,830) .83
Met interest income 5138 3.050
Fee and commission inconms 5 2483 1438
Fee and commission expense & {E5E) (463}
Mat fee and commission income 1,&5 S7G
Finance costs - (30
Met loss arising from derecognition of financial assets (BEE) (845)
measured at amortised cost
Impalrment losses an linancial instruments a {183} (213
Other operating expensas 14 HEEIH (224}
Personnel sxpenses 15 {H7E} (453]
Depreciation and amortisetion = {48} {5a)
Other cxpenses {500 (28]
Profit (loss) before income Lax 2890 1,465
Incame tax (147} (33
Profit (loss) for the period 2,743 1433

Initinlked Tor wdentification purposes anly
Adllcrjmsana] B Nemerimiseks
15. 06. 1022 .

Simnature ¢ allkiri ;@wa

EPMG, Talling
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Consolidated Statement of cash flows

{in thousands of auros)

Note no 2021 2020
CASH FLOWS FROM QPERAT ING ACTIVITIES
Predit (loss) 2,743 1433
Adjustments or changes for: {1,49&) 223
- Intarest income {d400) 1473)
- Intgrest expensa =) 168
= Mat impaimrment loss on loans and advancas 3 a8 4004
- Met loss arising from derecognition of flnancial (BEs) {845
dssate messured at amartised cost
- Depreciation and amortisation B (2 L]
= Diher adjustrnents (228) 1000
Total adjustmants or changes: 1.247 1,656
Changes in:
- Trade and other receivables {1.213) (36420
= Trade and ather payablaes 278 P 535
- Loans and advancas to custamars 18,4280 {15, 508
Total changes {10,384) (18,611)
NET CASH FROM / (USED IN) OPERATING ACTIVITIES (a.na) (18,955}
GASH FLOWS FROM INVESTING ACTIVITIES
Aequisition of property and equipment (8B} {43)
Acquisitlon of intangible assets = L3E} {580
MET CASH FROM / (USED IN) INVESTING ACTIVITIES (4258} (G23)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from loans and borrowings ansa7 3142
Repayment of barrowings (ZB.B32) (18,003}
Paid in share capital [423) [553)
HET CASH FROM f (USED IN} FINANCING ACTIVITIES B.538 13,386
MET INCREASE [ (DECREASE) IN CASH AND CASH {1.014) 1,80
EQUIVALENTS
Cash and cash nquivalamts at beginning of period 1,801 -
Gash and cash equivalents at end of period TRT 1,801

Iritiniled for identification purposes only
Allkirssztnd identfiseerimiseks

15 06 012 =

o
Sigiibie / allkin . %‘(‘W

KRS, Tallamm
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Consolidated Statement of changes in equity

(in thousands of euros)

Balance at 3112.2020

Balance at | January 2021

Tatal comprehansive Income for the
period

Prafit for the period

Transactions with owners of the
Group Contributions and distributions

Acquired share capital
Dividends

Total contributions and distributions

Balanece at 31122021

Additienal information on equity 15 provided in Nobe 13.

Share
capital

s

05

ara

ara

Shara
premium

135

155

1558

Statutory
FESEFVE
capital

n

1

Retalned
aarnings

1,410

40

2,014

Fargs s

(528)
(812

(4100

2,014

The notes on pages 12 to 55 are an integral part of these special purpose financial stataments.

Enitatlled for |cdentificatiog m rpaess Only
Allkinesintud rdentifitecenmizeks

13 06, 20% -

Siguaturs  allkin . }@{W

KPMCT, r.-.||.-.:.u .......

Total
aguily

1, &8

1.6E1

2,914

2,743

[214)

{#12)
(1,031}
3,564
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Notes to the financial statements

Mote 1. General information

ESTO Haldings OU is a holding company that provides services to customers via its fully-owned operating
subsidiaries (Subsidiarias) in the Baltic market, The main business lines of the subsidiaries ara lssuancs of
consumar cradit loans granted via ESTO's merchant netwaork or directly to consumers,

As at 31 December 2021, ESTO Holdings OU had four operating subsidiaries:
% ESTO AS in Estonia,

ESTO UAB in Lithuania,

ESTO LV AS in Latwia.
4, ESTO Latwia SIA im Latvia.

The subsidiaries and ESTO Holdings 00 jointly form the ESTO GROUP (the Group).

The goai of this special purpose finencial information 3112.2021 [s solely ta illustrate the impact of a signif-
leant event on unadjusted financial information for ESTO Holdings 00 as if the event of acquired ESTO AS
subsidiary had occurred at an earlier date selected for purposes of the illustration. This is achieved by
applying pro farma adjustments to the unadjusted financial information,

Note 2. Significant accounting policies
Note 2.1 Basis of accounting

The consolidated special purpose financial statements of the ESTO Haoldings Ol (ESTO Group) for tha
financial year 2021 have been prepared in accordance with the recognition and measurement principles
of International Financial Reporting Standards (IFRS) as adopted by the European Union. In these special
purpose financial statements, the subsidiaries ESTO AS, ESTO UAB, ESTO LV AS and ESTO Latvia SIA are
consolidated. Legally ESTO AS could not be consolidated as at 31 December 2021, except in these special
purpose consolidated financial statements, due to the fact that the transaction affecting cantrol of ESTO
AS by ESTD Holdings OU was completed in 2022 Therefors, these consolidated special purpose financial
statements of the ESTO Holdings OU have been prapared solely for the purpose to illustrate the financial
position and performance of ESTO Holdings oU in the cansolidated basis as if the control over ESTO A5
existad as at 31 Decarmber 2021 and for the financial year then gnded,

ESTO Holdings ou prepared statutory financial staterments in accordance with the nternational Financial
Reporting Standards (IFRS} as adopted by the European Unicn, for the year ended 31 Decamber 2021 and
issued thase on 14 Jung 2022. The consalidated special purpose financial statements need to be read in
conjunction of the aforementioned stetutory unconsalidated financial statements.

These special purpose financial statements have been authorised for issue by the ESTO Haoldings 00
managemeant board on 15 Juns 2022

|r|I!I:I|IIv.‘~:_I for identification purps s only
Alllarjustatud eiiifiseerimiseks

15 06. 12022 -

Signatuse / allkin . :‘*@’ e Lo e bt 8

KPP, Tallinn
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Mote 2.2 Adoption and interpretation of new revised standards and new accounting
policies

The accounting policies adopted are consistent with those of the previous financial year. In tha reporting
period the Group has not adopted early any other standard, interpretation or amendment that has been
issued but is not yet effective.

Note 2.3 Standards issued but not yet effective and not early adopted

The following new standards, interpretations and amendments are not yet effective for the annual re porting
period ended on 31 December 2021 and have not bean applied in preparing these consolidated financial
statements. The Group plans to adopt these pronouncements when they become effective.

Amendments to IAS 37 Onerous contracts - Cost of Fulfilling a Contract

(EMfective for annual periods beginning on or after | January 2022 Early application is parmitted.)

The amendments specify which costs an antity includes in determining the cost of fulfilling a contract for
the purpose of assessing whether the contract i= onerous. AL the date of initial spplication, the eumulative
effect of applying the smendments is recognised as an opening balance adjustment to retained earnings
ar othar companants of equity, as appropriate. The comparatives are not restated.

The Group doas not expact the amendments to have a material impact on its financial statements whan inltlaily applied.

Annual improvemants to IFRS standards 2018-2020

{Effective for annual periods beginning on or after | lanuary 2022, Early application is permitted.)
Improvernents to IFRS (20I8-2020) include three amendments to the standards:;

° the amendments to IFRS 8 Financial Instruments clarify that, when assessing whether an exchange of debt
instruments between an existing borrower and lender 1s on terms that are substantially different, the faes to
includa together with the discounted present value of the cash flows under the new terms include only feas
paid or received between the borrower and the lender. including fees paid or received by either the borrower
or lender on the other's behalf,

* the amendmeants (o IFRS 18 Leases rermaove [llustrative example 13 accompanying IFRS 18, which in practice
creates confusion in aceounting for leasehold improvements for both lessee and lessor. The purpose of the
amendmant i5 to remove the iliustrative example that creates confusion.

" the amendments ta 1AS 41 Agriculture remove the requirement to use pre-tax cash flows to measure the
fair value of agricultural assets. Previously, IAS 41 had required an entity to use pre-tax cash flows when
measuring fair value but did not regquire the use of 3 pre-tax discount rate to discount thosa cash flows.

The Group does not expect the amendmants to have 8 material impact on its financial statements when initially applied
Amendments to IAS 16 Property, Plant and Equipment

(Effective for annual pericds beginning on or after | January 2022; to be applied retrospactively. Early apphcation is
parmitted.)

The amendrments to 145 16 require that the proceeds from selling items produced while bringing an item of property,
plant and equipment ko the location and condition necessary forit to be capable of operating in the marmer intended
must ba recognised, togethaer with the cost of those itemns, in profitor loss and that the entity must measura the cost
of those items applying the measurement requirements of 1AS 2,

Initialled for sdentification purposes only
Allkirpastatud. ides| Fisgerimd sk
13
1% 06 1022

Sigtiniwre | allk W sk
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Theamendments must be applied retrospectivaly, but only mitems of property, plant and equipment that are brought
to the location and condition recessary for them to be capable of operating in the manner intended on or after the
beginning of the earlest pericd presented in the financlal statements in which the entity first applies the amend-
ks, The curmulative effect of the initial application of the amendments will be recognised as an adjustment to the
opening balance of retained earnings (or other component of equity, as appropriate) st the baginning of that earfiast
period presented (if necessary) These amendments have not yet been endorsed by the BUL

The Group aoes not expect the amandmants to have & materis impact on lts financrl staterments when initially appiied.

Amendments to IFRS 3 Business Combinations

(Effective for annual periods baginning on ar after 1 January 2022. Early application is permitted.)

The amendments to IFRS 3 update a reference in IFRS 3 to the 2018 Conceptual Framewark Tor Financial
Reporting instead of the 1988 Framework. AL the sama time, the amendments add a new paragraph to IFRS
3'to clarify that contingent assets do not qualify for recognition at the acquisition date, These amendments
have not yet endarsed by the ELL

The Group does rot axpect the ameandments to have a material impact on its financial stataments when initially appiied,

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

(Effective for annual periods beginning on or after 1 January 2022, Early application is permitted.)

The amandments narrow the scope of the initial recognition exemption to exclude transactions that give
rise to equal and offsetting temporary differences - g, leases and decommissioning liabilities. For laases
and decommissioning liabilities, the associated deferred tax asset and liabilities will need ta be recagnised
from the beginning of tha earliest comparative period presented, with any cumulative effect recognised as
an adjustment to retained eamings orother companents of equity at that date. For all other transactions, the
amandmeants apply to tranzactions that occur after the baginning of the earliest period presented.

The Group does not expect the amendments to have a matarial impact on its financial statements when initially appliad,

Amendments to IAS 1 Presentation of Financial Statements

(Effactive for annual periods beginning on or after 1 January 2023; to be applied retrospectively. Early appli-
cation is permittad.)

The amendments clarify that the classilication of liabilities as current or non-current is based salely on the
entity’s right to defer settlerment at the end of the reporting period. The company's right to defer settiemant
far at least 12 months from the reporting date nead not ba unconditional but must have substance. The
classification is not affectad by management’s intentions or expectations about whether and when the entity
will exercise its right. The amendments also clarty the situations that are consldered sattlement of a liability.
These amendmants have not yet bean endorsed by the EL.

The Group does not expect the amendments to have a material impact on its financial staterments when initially applied,

Amendments to |AS 8 Definition of Accounting Estimates

{Effective for annual periods beginning on or after 1 lanuary 2023; to be applied prospectivaly. Early appli-
cation is permitted.)

The amendments introduce a new definition for accounting astimates: clarifying that they are monetary
amounts in the financial statements that are subject to measuremeant uncertainty. The amendmants also

Initialled for identifieation purposey only
Allkirjsstitud ifenitifitsserdimiseks

15 06, 2022
Signotwre [ allkin W .

EPAIE Tallins
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clarily the relationship between accounting policies and accounting estimates by specifying that a comparny
develops an acceunting estimate to achieve the objective set out by an accounting policy,

Dewveloping an accounting estimate includes both:

® selecting 3 measurement technique {estimation or valuation technique) - e.&., an estimation technigue
used ko maasura a loss allowance for expected credit losses when applying IFRS 9 Financial Instruments; and
" choosing the inputs to be used when applying the chosen measurement technique - 8¢, the expected cash
outflows for determining a pravision for warranty obligations when applying 185 37 Provisions, Contingent
Liabilities and Contingent Assets.

The effects of changes in such inputs or measurement techniques are changes in accounting estimates, The
definition of accounting policies rernains unchanged.

The Group does not expect the smendmeants to have = material impaet on its financial statements when inftially spplied.

Amendments to IAS 1 and |FRS Practice Statement 2 Disclosure of Accounting Policies

(Elfective for annual periods beginning on or after 1 January 2023, Early application is permitted )

The amendments include guldance for applying the concept of materiality to the disclosure of accounting
palicies.

The key amendments to IAS 1include:

" requiring companies to disclose their material accounting policies rather than their significant accounting
policies,

* clarifying that accounting policies related to immaterial transactions, other events or conditions are
themselves immaterial and as such need nat be disclosed: and

* clarifying that not all accounting policies that relate to material transactions, other events or canditions are
themselves material to & company's financial statements.

The Group does not expect the amendmants o heve a material impact on its financlal staterments when initislly applied,

Initiailes) for identification purposes only
Allkiriagtabed idendi fisesrimi s

15 06. 1022

Smnalyre S nlliis . el
EPMCE, Talling
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Mote 2.4 Functional and presentation currency

These special purpose financial statemeants are presented in eurog, which is the Group's functional cu rrenay.

Note 2.5 Use of judgements and estimates

The preparation of financial statements requires management to make judgements. estimates and
assumptions that affect the application of policies and the reported amounts of assets and liabilities, and
income end expenses, Although these estimates have been made to the best of management’s knowledgs
and their judgement of current events, the actual outcome may witimately not ceincide with them and may
significantly differ from these estimeates,

Estimates and judgments are continually evaluated based on histarical experience and other factors,
including expectations of future events that are believed to be reasonable in the circumstances. Changes
in management’'s estimates are reported prospectively.

Judgements

Information about judgements in applying accounting policies that have the most significant effects on
the amounts recognised in tha financial statements is included in the lollowing notes:
MNote 3: establishing the criteria for determining whether eredit risk on the financial asset has increased
significantly sinca initial recognition, determining the methodology for incerporating forward-looking
information into the measurement of ECL and selection and approval of models used to measure ECL.

Assumptions and estimation uncertainties

Information about assumptions and estimation uncertainties that have a significant risk of resulting in a
material adjustment in the year ended on 31 Decernber 2021 is included in the following notes.
Note 2.6. section “Financial assets and financial liabilities” and note 3: Impairment of financial instru-
rents: determination of inputs into the ECL measurement madel, including key assumptions used in
estimating recoverable cash flows and incorporation of forward-loeking information,

Imitizlled for identification purposes only
Allkigasmnd idenfiteenmseks

13 06. 2022

/A?,/// )
Sienatire | allkin .
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Mote 2.6 Accounting policies

The significant accounting policies applied in the preparation of these special purpose financial statermnents
are set out below. The accounting policies described have bean applied consistently, unless otherwise
stated in tha following text.

Cash and cash equivalents

Cash and cash equivalents in the statement of financial position and In the statement of cash flaws
comprise deposits with banks,

Cash and cash equivalents are carried at amortised cost in the statement of financial pasition,

In the statement of cash flows the operating cash flows are presented using the indirect method. The
financing cash flows and investing cash flows are presented using the direct methaod,

Forgign eurrency transactions

Transactions in foreign currencies are translated into the functional currency of the Group at the exchange
rates at the date of the transaciions,

Monstary assets and labilibies denominated in foreign currencies are translsted into the functional
currency at the exchange rate at the reporting date, The forelgn currency gain or loss on monetary items s
the difference between the amortised cost in the functional currency at the beginning of the year, adjusted
for effactive Interest, impairment and payments during the year, and the amortised cost in the forsign
currency translated at the spot exchange rate at the end of the year.

Foreign currency differences arising on translation are recognised in profit or loss.

Interast
i. Effective interast rate

Interest income and expense ara recognised in profit or loss using the effective interest method. The
effective interest rate is the rate that exactly discounts estimated future cash payments or receipts through
the expacted life of the financial instrument to:

the gross carrying amount of the financial asset; or
- the amortised cost of the financial liability.

when calculating the effective interest rate for financial instrumints other than purchased or originated
credit-impaired assets, the Group estimates future cash flows considering all contractual terms of the
fimancial instrument, but not ECL

The calculation of the effective interest rate includes transaction costs and fees and points paid or received
that are an integral part of the effective interest rate. Transaction costs include incremental casts that are
diractly attributable to the acquisition or issue of a financial assat or financial lishility.

Imitialled for identification pumposes only
Allkirastatud idenrifitnesriimiesls
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it. Amaortized cost and gross carrying amount

The amaortised cost of a financial asset or financial liability iz the amount at which the financial asset or
financial liability is measured on initial recognition minus the principal repayments, plus or minus the
curmdlative amortisation using the effective interest method of any difference between that initial amount
and the maturity amount and, for flnancial assets, adjusted for an expected credit loss allowance. The

gross carrying amount of a financial asset is the amortised cost of a financlal asset before adjusting for
any expected credit [oss allowance.

iii. Caleulation of interest income and expense

The effective Interast rate of a financial asset or financial liability 1s calculated on initial recognition of a
linancial asset or a financial liability, In calculating interest income and expenss, the effective interest
rate is spplied to the gross carrying amount of the asset (whan the asset is not credit impaired) or to the
amaortized cost of the liability, The affective interest rate is revised as a result of periedic re-estimation
of cash flows of floating-rate instruments to reflact movements in market rates of interest. The sffectiva
interest rate is also revised for fair value hedge adjustments at the date on which armortisation of the
hedge adjustment begins.

However, 1or linancial assets that have become cradit-impaired after initial recognition, interest income is
calculated by applying the effective Interest rate to the amortised cost of the financial asset. If the asset is
no longer credit-impaired, then the calculation of interast income reverts to the gross basis.

For financial assets that were credit-impaired on initial recognition, interest income is calculated by
applying the credit-adjusted effective interest rate to the amortised cost of the asset, The caleulation of
interast income does not revert to.a gross basis, aven I the credit risk of the asset improves,

iv. Presentation

Interast Income calculated using the effective interest method prasentad in the staternent of prodit or loss
and OCl includes interest an financial assets and financial liabilities measured at amortised cost,

Interest expanse presented inthe statement of profit or loss and 0G| includes financial liabilities measured
at amortised cost,

Fees and commission

Fee and commission income and expense that are integral to the effective Interest rate on a financial asset
of financial liability are included in the effective interast rate.

Other fes and commission income (&g, account servicing fees) are recognised as the related services ars
performed.

Other fee and commission expense relates mainly to transaction and service fees, which are expensed as
the services ang recelved.

Initin{fed Lo jdentification puposes only
ik asinrud pdentifitzesrrmseks
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Financial assets and financial llabilities
i. Recognition and initial measurement

The Group initially recegnises loans and advances on the date on which they are originated. all other
financial instruments are recognised on the trade date, which is the date on which the Group becomes a
party to the contractual provisions of tha instrument,
A financlal asset or a financial liability is measured initially at fair value plus. for an itam not at EVTPL, trans-
action costs that are directly attributable to its acquisition or issue. The fair value of a financial instrument
at initial recognition is generally its transaction price.

ii. Classification
Financial assets

On initial recognition, a financial asset is classified as measured at: amortised cost, FYOC! or FYTPL,
A financial asset is measured at amortised cost if it meets both the following conditions and is not desig-
nated a5 FVTPL:

« the asset is held within a business model whose objective is to hold
assets to collect contractual cash flows; and
- thecontractual tarms of the financial asset give rise on specified dates to cash flows that are SPPY,
A debt instrument is measured at FYOCH only If it meets both of the following conditions and is not dasig-
nated as at FVTPL:
the asset |s hald within a business model whose objective is achieved by both collecting
contractual cash flows and selling financial assets; and
- the&contractual terms of the financial asset give rise on specified dates to cash flows that are SPPI,

n the initial recognition of an equity investment that is not held for trading, the Group may irrevocably
elect to present subsequent changes in fair value in OCL. This election is made on an investment-by-
investment basis.

All other financial assets are classified as measured at FYTPL,

In addition, on initial recognition, the Group may irrevocably designate a financial asset that otherwise
meets the requirernents to be measured at amortised cost or at FVOC! as at FYTPL If doing so eliminates or
significantly reduces an accounting mismatch that would otherwise arise.
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Business model assessment

The Group makes an assessment of the objective of a business madel in which an asset is held at a
portiolio lavel because this best reflects the way the business is managed and information is provided to
management, The information considered includes:

- the stated policies and objectives for the portfolic and the operation of those policies in
practice. In particular, whether management’s strategy focuses on earning contractual interest
revenuae, maintaining a particuiar interest rate profile, matehing the duration of the financial
assets to the duration of the liabilities that are funding those assets or realising cash flows
through the sala of the assaets;

= how the performance of the portfolio is evaluated and reported to the Group's management;

- the risks that affect the performance of the business model and its strategy for how those risks
are managed;

- the fraquency, volume and timing of sales in prior periads, the reasons for such sales and its
expectations about future sales activity. This information about ssles activity is not considered in
isalation, but as part of an overall assessment of how the Group's stated ohjective for managing
the financial assets is achieved and how cash flows are realised.

The Group's retall business comprises loans to customers that are held for collecting contractual cash
flows. In the retall business the loans comprise hire purchase, overdraft and credit agreements.
Assessment of whether contractual cash flows are solely payments of principal and interast (SPPI)

Faor the purposas of this assessment, "principal” is defined as the fair value of the financial asset on initial
recognition. “Imerest” is defined as conside-ration for the time value of money and for the credit risk
associated with the principal amount outstanding during a particular parlod of time and for other basic
lending risks and costs, a5 well as profit margin.

In assessing whether the contractual cash flows are SPP), the Group considers the contractual terms of the
instrurment. This includes assessing whether the linancial asset contains a contractual tarm that could
change the timing or amount of contractual cash flows in such a manner that it would not meet this
condition, In making the assessmaent, the Group considers:

contingent events that would change the amount and timing of cash flows:
leverage features;
- prepayment and extension terms:;
- terms that limit the Group’s claim to cash flows from specified assets; and
- features that modify consideration of the time value of money.

All fimancial assets of the Group meet the SPPI criterion.
Reclassifications

Financial assets are not reclassified after their initial recognition, except in the period after the Group
changes its business model for managing linancial sssets.
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iii. Derecagnition
Financial assets

The Group derecognises & financial asset when the contractual rights to the cash flows from the financial
asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in which
substantially all of the risks and rewards of ownearship of the financial asset are transferred or In which the
Group neither transfers nor retains substantially all of the risks and rewards of ownership and it does not
retain control of the financial asset,

On derecognition of a financial asset, the diffarence between the carrying amount of the asset (or tha
carrying amount allocated to the portion of the asset derecognised) and the sum of (i) the consideration
received (including any new assat obtained less any new liability assumed) and (i) any cumulative gain or
loss that had been recognised in OCI is recognised in profit or loss.

In transactions in which the Group transfers assets recognised in its financial statements but ratains all
or significant risks and rewards of the transferred assets, the Group does not derecognise the transferred
assels.

Financial liabilities

Tha Group derecognizes a financial liability when its contractual obligations are discharged or cancelled
ar expire,

iv. Modifications of financial assets and financial liabilitias
Financial assets

It the terma of a financial asset are modified, then the Group evaluates whether the cash flows of the
maodified asset are substantially differant.

if the cash flows are substantially different, then the contractual rights to cash fiows from the original
linancial asset are deemed ta have expired. In this case, the original finencial asset is derecognised, and a
new financial asset is recoghised at fair value plus any eligible tranzaction costs, Any lees received as part
of the modification are accounted for as follows:

fees that are congidered in determining the fair value of the new asset
and fees that reprasent reimbursement of eligible transaction costs
are included in the initial measurement of the asset: and

other fees are included in profit or loss as part of the gain or loss on
derecognition,

if cash flows are modified when the borrewer i in financial difficulties, then the objectiva of the modifi-
cation is usually to maximise recovery of the original contractual terms rather than to originate a naw
asset with substantially different tarms. If the Group plans to modify a financial asset in a way that would
result in forgiveness of cash flows, then it first considers whather a pertion of the azset should be written
off balare tha modification takes place. This approach impacts the result of the quantitative evaluation
and means that the deregognition criteria are not usually met in such cases.

If the modification of & financial asset measured at amortised cost or FYOCI does not result in derecog-
nition of the financial asser, then the Group first recalculates the gross canrying amount of the financial
asset using the original effective interest rate of the asset and recognises the resulting adjustment as a
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madilication gain or loss in profit or loss. For floating-rate financlal assats, the originel effective interast
rate used to calculate the modification gain or loss is adjusted to reflect current market terms at the time
of the madification. Any costs or fees incurred, and modification fees received adjust the gross carrying
amount of the modified financial azset and are amortised ovar the remaining term of the modified financial
asset.

If such a modification is carried out because of financial difficulties of the borrower (see the "impairment”
section below), then the gain or loss is presented together with the impairment losses, In othar cases, it is
presented as interest Income calculated using the effective interest rate method.

Financial llabilities

The Group derécognises a financial liability when the contractual terms are modified and the new cash
flows fram the financial liability are substantially diffarent. in that case, the new financial lisbility based on
the amended terms is recognised at fair value. The difference between the carrying amount of the financial
liabifity terminated or the financial lability (or part of 8 financial lability) transferred to another party and
the consideration pald. including any non-monetary assets transfarrad or liabilities assumed, is racog-
nised in profit or loss.

If the medification ¢f a financial liability is not accountad for as derecognition, then the amortised cost
of the lisbility is recalculated by discounting the modified cash flows at the original effective interest
rate and the resulting gain or loss Is recognised in profit or loss. Far floating-rate financial liabili-
ties, the original effective interest rate used to calculate the modification gain or loss is adjusted to raflect
currant market terms at tha time of the modification. Any costs and fees incurred are recognised as an
adjustment to the carrying amount of the liability and amortised over the remaining term of the modified
financial liability by re-computing the effective interest rate on the Instrument.

v. Dffsatting

Financial assets and liabilities are offset, and the net amount reported in the staternent of financial position
anly whan there is a legally enforceable right to offset the recognised amounts, and there is an intentlon 1o
sither settle on a net basis, or to realise the assat and settle the liability simultanaously.

Income and expenses are preésentad on a net basis only when permitted under IFRS Standards.

vi. Fair value measurement

“Fair value” is the price that would be received to seil an asset o paid to transfer a liability in an crderly trans-
action between market participants at the measurement date in the principal or. in its absance, the most
advantageous market to which the Group has access at that date. The fair value of a liability reflects its
non-parformances risk.,

When ong iz available, the Group measures the fair value of an Instrument using the quoted price in an
active market for that instrument. A market is regarded as active il transactions for the asset or llability
take place with sufficient fraquency and volume to provide pricing information on an angoing basis,

If there is no quoted price in an active market. then the Group uses valuation technigues that maximise
the use of relevant observable inputs and minimise the use of unobservable inputs, The chosen valuation
technique incorporates all the factors that market participants would conslder In pricing a transaction,
The best evidence of the fair value of a financial instrument on Initlal recognition is normally the trans-

action price — Le., the Isir value of the concideration given or received. If the Group determines that the
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fair value on initial recognition differs from the transaction price and the fair value is evidenced neither
by 8 queted price In an active market for an identical asset o lability nor based on a valuation technigue
for which any unobservable inputs are judged to be insignificant in relation to the difference, then the
financlal instrument is initially measured at lair value, adjustad to defer the difference betwesn the fair
value an initial recagnition and the transaction price. Subsequently, that difference is recognised in profit
of loss on an appropriate basis over tha life of the instrument but ne later than when the valuation iswh olby
supported by observable market data or the transaction is closed out.

I'he Group recognises transfers between levels of the fair value hierarchy as of the end of the reporting
pariod during which the change has occurmad

Wil Impairmant

The Group recognises loss allowances for ECL on the following finencial instruments that are not measured
at FWTPL:

- [linancial azsets that are debt instruments.

Thi Group measures loss allowances at an amount equal to lifetime ECL, except for the following, for which
thay are measured as 12-month ECL:

financial instruments on which credit risk has not increased significantly since their initial
recognition,

12-month ECL are the portion of lifetime ECL that result from default events on a financial instrument that
are possible within the 12 months after the reporting date. Financial instruments for which 12-maonth ECL
are recognised are referred to as "Stage 1 financial instruments”. Financial instruments allocated to Stage 1
hava not undergone a significant increase incredit risk since initial recognition and are not credit impaired.
Lifetime ECL are the ECL that result from all possible default events over the expected life of the financial
instrument or the maximum contractual period of exposure, Financial instruments for which lifetime EGL
are recognised but that are not credit-impaired are referred to as "Stage 2 financial instruments”, Financial
instruments sllocated to Stage 2 are those that have experienced a significant increase |n credit risk since
initial recognition but are not credit iImpairad,

Financial instruments for which lifetirme ECL are recognised and that are cradit-impaired ara referred to as
"Stage 3 financial instruments”.
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Measurement of ECL
ECL are probability-weighted estimate of credit losses. They are measured as follows;

- financial assets that ara not credit-impaired at the reporting date: as
thea present value of all cash shorifalls (e, the difference between the cash flows due ta the
Group in accordance with the contract and the cash flows that the Group expects to recelva);
= financial assets that ara cradit-impaired at the raporting date: as the
difference between the gross carrying amount and the present value of
estimated future cash flows,

when discounting future cash flows. the fallowing discount rates are used:

- financial assets: the original effective interest rate or an approximation
theraof.
Credit-impaired financial assets

At each raporting date, the Group assesses whether financial assets carried at amortised cost are cradit
impaired referred to a5 "Stage 3 linoncial assets™. A financial asset i credit-impaired when one ar more
evants that have & detnmental impact on the estimated future cash flows of the financizl acsek hava

ocourred,

Evidence that a financial asset is credit-impaired includes the following abservable data;

significant linancial difficulty of the borrower;

a breach of contract such as default or past-dus event of 80 days or
migre;

it is becoming probabbs that the borrower will enter bankruptey or
other financial reorganisation.

A loan that has been rensgetiated due to deterioration in the borrower's condition is usually considered
to be credit-impaired unless there is evidence that the risk of not receiving contractusl cash flows has
reduced significantly and there are no other indicators of impairment,

Presentation of allowance for ECL in the statemant of financial position
Loss allowances for ECL are presented in the statement of financial position as follows:

- [linancial assets measured st amortised cost: as a deduction from the gross carrying amount of the
as=sets; and

Write-off

Loans are written off (either partially or n full) when there is no ressonable expectation of recovering a
financial assat in its entirety or a portion thereof. This is generally the case when tha Group determines
that the borrower does not have assets or sources of income that could generate sufficient cash flows to
repay the amounts subject to the write-off,

Recoveries of amounts previously writtén off are recognised when cash is received and are included in
“Impairment loszes on financial instruments” In the statement of profit or loss and OCL
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Froperty and equipment
i. Recognition and measurement

ltemns of property and equipment are measured at cost less accumulated depreciation and any accurmu-
lated impairment losses.

If significant parts of an item of property and equipment have different useful lives, then they are accounted
for as saparate items (major components) of proparty and equipment.

Any gain or loss on dispesal of an item of property and equipmaent is recognised within other income in
profit or loss.

ii. Subsaquent costs

Subsequent expenditure is capitalised only if it is probable that the futurs economic benefits assoniated
with the expenditure will llaw te the Group. Ongeing repairs and maintenance are expensed as incurred.

iii. Depreciation

Depreciation Is calculated to write off the cost of items of property and equipment less their estimated
residual values using the straight-line method over their estimated useful lives and is ganerally recognised
in profit or loss.

The estimated useful lives of property and equipment for the current and comparative periods are as
fallows:

- computers and computer equiprment 3-5 yaars
- other tangible fixed assets 5 year

Depreciation methods, useful lives and residual values are reviewsd st each reparting date and adjusted
if appropriate.

Intangible assets
i. Recognition and measurament

Intangible assets acquired by the Group are measured at cost less accumulated amortisation and any
accumulated impairment losses.

ii. Subsegquent costs

Subzequent expenditure on intangible assets iz capitalized only whan it increases the future economic
benefits embodied in the specific asset to which it relates_ All other expenditure Is recognized in profit or
loss as it is incurred,

iil. Dapreciation

Intangible assets are amortised on a straight-line basis in profit or loss over its estimated sseful life, from
the date on which it is available for use. The estimated useful life for intangible assets is 5 1o 10 years for
the current and comparative pericds.

Amortisation metheds, useful lives and residual values are reviewed at sach reporting date and adjusted
if appropriate.
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Impairment of non-financial assets

Ar each reporting date, the Group reviews the carrying amounts of its non-financial assets to determine
whethar thare is any indication of impairment. if any such indication exists, then the asset's recoverabls
amount is estimated.

For impairment testing. assets are grouped together into the smallest group of assats that generates cash
inflows from continuing use that is largely independent of the cash inflows of other assets or CGUs.

The recoverable amount of an asset or CGU is the greater of its value in use and its Fair value less costs
to sell. Value in use is based an the estimated future cash flows, discounted to their present value using a
pre-tax discount rate that reflects current market sssessments of the time value of money and the risks
specific to the asset or CGLL

An impairment logs is recognised if the carrying amount of an asset or CGL exceeds its recovarable amount,
Impairment losses are recognised in profit or loss.

Employes benefits

Short-term employee benefits include salary and social security contributions, benefits related to the
temporary suspension of employment (heliday pay or other similar benefits) if the temporary suspension
is expected to occur within 12 maonths after the end of the period in which the employes worked.

Provisions

A prevision is recognised when the Group has a legal or constructive obligation at the reporting date
bacause of a past event, it is probabie that the Group will ba required to transfer economic benefits in
settlemeant and the amount of the obligation can be estimated reliably.

Provisions are recognised at the present value of the expenditure required to settle the abligation using an
interest rate that reflects current market assessments of the time value of money and the risks specific
to the obligation. The increase in the amount of the provision due to the time value of money is recognised
as a financial expense. If the realisation of a contingent liability is less probable than non-realisation or
related costs cannot be determined reliably. that in certain circumstances may become obligations, then
this amount is disclosed In the notes to the financial statements as contingent liability.
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Income tax

Undear the Income Tax Act, income tax is not levied on corparate profit in Estonia, Income tax is paid on
dividends, employee benefits, gifts, donations, entertainment axpenses, non-business payments and
transfer price adjustments. Dividends paid out of retained earmings are generelly taxed at an income tax
rate of 20/80 of the net amount of dividends distributed (equal to 20% of the gross amount of distributable
profits). Regularly paid dividends will be taxed at the rate of 14/86 of the nat amaunt of dividends from
2020. Dividend paymeants are considerad regular if the amount of distributable profit does not exceed the
average distributed profit of the company for the last three years, on which income tax has been paid In
Estonia, Thus, a company can apply a lower tax rate of 14/B6 and 20/80 when taxing dividends

The following table shows the tax rates on corporate income by countries considaring slso the individual
decisions made by local Tax Authorities where appropriate:

Corporate Income Tax rate 2021 2020
: distribution annual distribustinn
Subject to taxation arrn::rlnpe:ju'flts of retalned profits of retainad
BRI ngs agrnad earnings
Lithuania 5% 15% IR 15%
Latvia 20 20% 20% 208

Dafarred income Lax

Defarred tax is calculated using the balance sheet liability method. Deferred tax reflects the carrying
armcunts of assets and liabilities for financial reporting purposes agalnst the amounts used for taxation
purposes. Deferred tax assets and liabilities are measured at the tax rate that is expected to apply in the
period inwhich it is sarned, the assets are realized or the liability |£ settled on the basis of the tax rates that
were to sccept or substantially adopt the financial statements at the reporting date. Deferred tax assets
are recognized in the statement of financial position to the extent that it is prebable that management
expects it to be realized in the near future, depending on the taxable profit forecasts. If it is probable that
part of the deferred tax will not be realized, it iz deferred part of the tax is not recognized in the finaticial
statermeants.

Related partias
The Group considers parties to be related if one controls tha othar or exerts significant influence on the
ather’s operating decisions, Related parties include:

ownars;

members of the group’s management and suparvisory boards:
close family members of and companies related to the above persons.
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Investments in subsidiaries

Investments in subsidiarias in tha parent's unconsolidated primary financial statements have been
accounted by using the equity methed. Under the equity method, the investment is recognized as an asset
with the subsidiary reporting the equivalent equity cwned by the parent as equity on its own accounts, i
tha subsidiary inquires a loss for the financial period, the investment amount made by the parent campany
is recognised as a net loss Inquired up to the investment amount in the parent's unconsolidated primary
financial statements until subsidiary generates profit.

Basziz of consolidation

The consolidated special purpose financial statemeants comprise the financial statements of the ESTO
Holdings OU and Its subsidiaries (ESTO AS, ESTO UAB, ESTO LV AS, ESTO Latwia SiA). The subsidiaries are
consolidated from the date when contral cemmences wuntil the date when control ceases. Control is achieved
when the Group is exposed, or has rights, to variable returns from its invalverment with the investee and
has the ability to affect those returns through its power over the investes,

Events after the reporting period

Tha annual spacial purpese financial statements raflzct all significant events affecting the valuation of
assets and liabilities that became evident between the reporting date and the date on which the special
purpose financial statements were autharised for issue but are related to the reporting ar prior pericds.
Subsequent avents that are indicative of conditions that arese aftar the reporting date, but which will have
a significant effect on the result of the next financial year ara discloged in the notes te the annual financial
statemants.
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Note 3. Financial risk management and review

introduction and overview
The Group has exposure to the following risks from financial instruments:

— cradit rizk;

—  liquidity risk;

=  market risks: and
= gperational risk.

Credit rizk

Credit risk reflects the potential loss, which arises from the counterparty's inability or unwillingnsss to
meet jts contractual obligations towards ESTO GROUB Credit risk arises primarily from the loans and
receivables issued to households, and to some extent, also to corparates and credit institutions,

ESTD GROUR issues loans in three countries: Estonia, Lithuania, Latvia. Credit risk management of ESTO
im all its countries of oparation is primarily governad by the various legal acts and guidelines established
in accordance to the EU Consumer Credit Directive. as well as the corresponding internal provisions of
ESTD GROUP, the core principle of which is responsible lending. ESTO also considers concentration risk
and country credit risk, as part of credit risk. Group's credit risk management focuses on tha avoidance of
excassive risk and risk mitigation, using the following rmessures:

—

. talow average contract maturity of issued loans;

significantly below average amounts of issued loans;

well diversified partfolic and limited risk exposures;

optimal risk/return ratio for issued loans:

taking of contrelled risks and continuous risk profile monitoring;
regularly carried out stress tests and scenarlo analyses,

oo B W

The risk management function provides the management board of ESTO GROUP with at least manthly
reviews of compliance with credit risk limits, Any limit breaches are escalated immediately,

= The credit risk cotnmittes is appointed ance for each financial year.
— The managemant board appoints the mermbers of the credit risk committes,

i. Cradit quality analysis

The following tables set out Information about the credit quality of financial assets measured at amaortised
cost without considering collateral or other credit enhancement (if any), Unless specifically indicated, the
amaounts In the table represent gross carrying amounts for financial assets.
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Explanation of the terms "Stage 1° "Stags 2" and "Stage 3" is included in Note 2.6 "Financial assets and
financial liabilities" subsection "Impairment"”,
(in thousands of guros) L2202

Stage Stage 2 Stage 3 Total

Loans and advances to customers at amortized cost

Gross carrying amaount 23,481 B33 445 3,808
Loss allowance 13 (=217 (173) (503}
Carrying amount 28,267 GG 272 30,215
(in thousands of euros) 312.2020

Stage | Stage 2 Stage 3 Total
Loans and advances to customers at amartised cost
Grogs carry|ng amount 18,587 24 266 18,476
Loss allowence {143 [162) (100 [4015)
Carrying amount 13,444 482 166 18,07

Cash and cash equivalents
The Group held cash and cash equivalents of £787 thousand at 31 December 2021 (2020: £1,801 thousand)

The cash and cash equivalents are held with financial institution counterparties that sre rated at least A
bazed on Standard & Poor’s ratings.

i, Amounts arising from ECL
Inputs, assumptions, and techniques used for estimating impairment
See accounting policy in Note 2.6 "Financial assets and financial lisbilities” subsection “Impairment”

Significant inerease in credit risk

when determining whaether the risk of default on a financial instrument has increased significa ntly since
initial recognition, the Group considers reasonable and supportable information that is relevant and
available without undue cost or effort. This includes both quantitative and qualitative information and
analysis. based on the Group's historical experience and expert cradit assessment and including farward-
looking information.

The objective of the assessmeant is to ldentify whether a significant increase in credit risk has occurred for
an exposure.

Tha Group uses the following criteria for determining whether there has been a significant increase in
credit rigk:

= qualitative and quantitative indicators; and
= & backstop of 30 days past due.
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Determining whether credit risk has increased significantly

The Group assesses whether credit risk has Increased significantly since initial recogniticn at sach
reporting date.

A slgnificant increase in credit risk |s generally not evident on an individusl instrument basis befare the
financial instrument becomes past due. This is because there is little or no updated information that is
routinely obtained and monitored on an individual instrument until & customer breaches the contractusl
terms. This is applicable for retall loans offered by the Group. For these loans, an assessment of whather
thare has been a significant increase in credit risk on an individual basis would not faithfully represent
changes in credit risk since initial recognition. Therefore, the Group does significantly increase assessment
on & collective basis.

In order to astess significant increases in credit risk on a collective basis, financial Instruments are
groupad based on shared credit risk characteristics by:

— instrumeant Lype;
— . gaographic location of the barrower,

The aggregation of financial instruments may changa over time as new information becomes available,
As @ backstop, the Group considers that a significant increase in credit risk accurs no later than when an
asset is more than 30 days past due. Days past due are determined by counting the number of days since
the earligst elapsed dus date in respect of which full payment has not been received. Due dates are dater-
mined without considering any grace period that might be availzable to the borrower,

Definition of default
The Group considers a financial asset to be in default when:

= the borrower is unlikely to pay [ts credit obligations to the Group in full, without recourse by the Group
to actions such as realising the security (if any is held);

— the borrower is more than 20 days past due on any material credit ebligation to the Group.;

— Itis becoming probable that the borrower will restructure the asset because of bankruptey due to the
borrower's inability to pay its credit obligations.

In assessing whether a borrower is in default, the Group considers indicators that are:

— qualitative: e g.. breaches of contract terms;
based an internally develaped data.

|

Inputs into the assessment of whether a financial instrument is in default and their significance may vary
aver time to reflect changes in circumstancas,
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The Group has ldentilied and documented key drivers of credit risk and credit losses for sach portfolio
of financial instruments and. using an analysis of historical data, has estimated relationships between
macro-gconomic varables and credit rigk and credit losses,

According to detailed IFRS guidance, a forward-looking expectad credit loss caleulation should be based on
an accurate estimation of current and future probability of default {PD). However, there is no evidence that
we have statistically significant dependency between ESTO FDs and macroeconomic key drivers (P value
of 0.33). It can reflect that the continuously evolving decision engine policy has significantly more impact
than macroeconomics based data analysis. The Group continuously measures i macroeconomic variables
have an impact on the expected default rates and statistically tests their significance, To date, the Graup
nas found na correlation betwean macroeconomic data and PD's. ESTO Group will continue To test the
chosen and other macrosconomics criteria and if significant correlation is ochserved the macro variables
will be included in the forecast.

Maodified assets

The contractual terms of a loan may be rmodified for a number of reasons, including changing market
conditions, customer reténtion and other factors not related to a current or potential credit deterioration
of the customer. An existing loan the terms of which have been modified may be derscognized and the
renegotiated loan recognised as a new loan at fair value In accordance with the accounting policy set
aut the subsection "Modifications of financial assets and financial lisbilities" in the aceounting policy
“Financial assets and financial liabilities”,

When modification results in derecognition, a new loan is recognised and allocated to Stage 1 (assuming it
is not eredit-impaired at that time).

The Group renegotiates loans to customers in financial difficulties (forbearance activities) to maximise
collection opportunities and minimise the risk of default. Under the Groups forbearance palicy, loan
farbearance is granted on a selective basis if the debtor is currently in default on its debt or If there is a
high rizk of default, there is evidence that the debtor made all reasonable efforts to pay under the origingl
contractual terms and the debtor is expected to be able to meat the revised terms.

The revised terms usually include extending the maturity, changing the timing of interest payments, and
amending the terms of loan covenants,

Generally. forbearance is a qualitative indicator of a significant increase in credit risk and an expectation of
forbearance may constitute avidence that anexposure is credit impaired. & customer neads to demonstrate
consistently good paymaent behaviour over a period of time before the exposure is no longer considerad
1o be credit-impaired/in defauit or the PD is considered to have decreased in such a manner that it falls
withing the 12-month PD ranges for the asset to be considersd Stage |
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Measurement of ECL
The key inputs Into the measurement of ECL are the term structure and the following variables:

— probability of dafault (PD);
— loss glven default (LGD); and
— exposure at default {EAD).

ECL for exposures in Stage 1 are caleulated by multiplying the 12-month PD by LGD and EAD. Lifetime ECL are
calculated by multiplying the lifetime PD by LGD and EAD.

PDis an estimate of the Lkellhood of default over & given lime horizen. The PD is grouped by product
type. days past due and by length of exposure. PD is estimated based on the Markov chain model, where
the transition matrices of the previous &-month period are used to predict the probabilities of future
curnulative transitions.

LGD is the magnitude of the likely loss if there is a default. The Group estimates LGD parameters based
on the history of recovery rates of claims against defaulted customers, LGD estimates are recallbrated
for different economic scenarios. LGD are calculated on a discounted cash flow basis using the effective
interest rate as the discounting factor.

EAD represents the expected exposura in the event of a default. ESTO Group derives the EAD from the current
exposure to the counterparty and pateéntial changes to the current amount allowed under the contract and
arising from amortisation, The EAD of a financial asset is its gross carrying amount at the time of dafault.
For lending commitments, the EADs are potential future amounts that may be drawn under the contract.
As described above, and subject to using a maximum of a 12-month PD for Stage 1 financial assets, the
Group measures ECL considering the risk of default over the maximumn contractual period over which it is
sxposed to credit risk. The maximum contractual period extends to the date of which the Group has the
right to require repayment of an advance or terminate a loan commitment.

Where modelling of a parameter is carried out on a collective basis, the financial instruments are grouped
on the basis of shared risk characteristics, which may include:

— Instrumént Eype;

— aredit risk grada:

— dateof initial recognition;

= remaining term to maturity;

— industry; and

—  geographic location of the borrower.
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The following tables show reconciliations from the opening to the elosing balance of the loss allowance by
class of financial instrument. The basis for determining transfers due te changes in credit risk is set out in
accounting policy.

(in thaisands of auros) 2021

Stage Stage 2 Stage 3 Total
Loans and advances to customers at amortised cost i
Balance at 1 January 143 g2 130 404
Wet rameasurement of loss allowance 5 14 a0 £
Hew financial as5ets ariginated or purchased 276 258 218 750
Financial assats that heve been derecognized and {2z3) {238) {7 (653)
repald
‘writa-nffs 2] 13 14 51
Balance al 31 December 213 217 173 602
{in thousands of auras) 2020

Stage 1 Stage 2 Stege 3 Total

Loans and advances to customers at amortised cost

Balamce at 1 January &3 - &1 a1
Het remeasurerment ol less allowancs 1 25 1% Ad
Mew financial assets originetad ar purchased 202 164 E8 420
Firranceal assets that hewe baan derecognized (13g) L1000 35) (27
‘write-offs 15 1 1 5
Balanaoe at 31 December 143 162 100 404
Initinlled for identification prorposes only
Allkinasdntud sient s erimiseks e
-

15 0. 2022

Signnture | allkin ﬁ’

EMG. Tellinn

N ek e



E’Stﬂ Annual Report 2021

Liquidity risk

Liquidity risk is daefinad as a risk that ESTO's solvency is not sufficient to meet the contractual obligations
within the time limit set without incurring significent costs, i.e. ESTO'S companias cannot finance thair
activities sustainably and in a timely manner or they cannot liquidate their positions for fulfilrnaent of thair
contractual sbligations.

The key measurs used to manage ESTO's liquidity position is the approach based on the snalysis of maturity
rismatch of assets and liabilities. In addition, liquidity risk is mitigated by maintaining liquidity reserves
in order to be able to manage imbalances in the duration. Within the liquidity risk management framewaork,
alse the main liquidity ratios as well as the proportions of assets and liabilities maturity dates are regularly
fixed. ESTD conducts stress tests on a regular basls and has established an effective contingency plan for
addressing liquidity shortfalls in crisis situations. Liquidity risk management methedologies ara basad on
liquidity risk policy and other internal regulations.

The Group maintains internal limits for all key liquidity indicators

Risk management function provides the Management Board of ESTD Group with at least manthly reviews
of compliance with liquidity risk limits. Any limit breaches are escalated immediately.

~ The liguidity risk commitbes is appointed once for each financial year.
— The management board appoints the members of the liquidity risk committee,
i. Maturity analysis for financial lfabilities and financial assets

The following tables set out the remaining cantractual maturities of the Group's financial liabilities and
financial assets.

tin thousands of auros) Cantractual cash flows
Up to 3 2-12 . Carrying
AR S1IE20R mianths mantha =5y amount

Financial liability by type

Loans and horrowings (Note 10) . T7EE 21,225 25,804
Trada payables (Nota 11} = 541 - S41
Dt her payablas (Note 17) 2 109 = L
Total al 8,578 21,51 30241

Financial aszst by type

Cash and cash equivalents a7 - - ez
Loans and advances o custormers (Mote 7) & Z7A 3,087 05
Othar assats (Mote @) - 530 74 804
Tatal TET 27649 3,170 21,807
Initinlled Far idantification purmised amly
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[in thousends of euros) Contractual cash flows
Up to3 3-12 i Carrying
As at A2 2020 mantha months 1-5 years amount

Financial liability by type

Loans and borrowings (Mete 10 = 5,807 14,301 20,108
Trada payables (Mote 11} - 216 - 216
1.‘.:!.1'!'|Er payablas (Kote I1) 56 188 - 245
Total 56 G,2N 14,2301 20,569

Financial asset by type

Cash and cash equivalents 1.80 - - 1.B:01
Loane and advances [o customers (Mota ) - G523 2,548 18,071
her assets (Mote 8) - 455 23 A56
Tokal 1.801 16,858 2.5M 21,328

Tha amaounts In the teble above heve bean compiled a5 follows.

Type of financial Inatrument Basis on which amounts are caomplied

Undiseounted cash flows, which inciude estirmated

Financial liabilitias and financial assete .
intarest paymants

The following table sets out the carrying amounts of financial assets and financial liabilities expectad to be
recovered or sattled tess than 12 months after the reporting date.

(in thousands of euros) Hote no. 12202 32020

Financial assets
Loans and advances bo customers 7 2TNE G B2
Financial liabilties

Loans and horrswings 0] iraa 5,807

The following tabla sets out carrying amounts of financial assets and financial liabilities expected to be
recovered or settled more than 12 months after the reporting date.

(in thousands of suros) MWote no.  3112.2021 31122020
Financial asseis

Laans end sdvances o customers 7 3,097 2,548

Financial liabilities

Lazans and borrowings 1 21,225 14,300
Intiatled for identifiontion pusposes anly -t
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il. Liquidity resarvas

As part of the management cof liquidity risk arising from financizl liabilities, the ESTO Group holds liguid
assets comprising cash and cash eguivalents. The ESTO Group mitigates liguidity risk via the liguidity risk
committee, which holds regular meatings once a month,

ESTO maintains intemal limits lor all key liquidity indicators (liquidity ratios)h:

= Equity ratio: no less than 20% to loan book

= Upkeep of the aquity ratio helps the ESTO Group to keep Its own capital in its risk assets henceo making
ESTD a more attractive debt capital investment prospect for external creditors.

— ICR no less than 2.0

— Upkeep of the ICR helps the ESTD Group to keep control on the cost of capital and cost of operating
expenses, which in turn makes ESTO a more attractive debt capital investment praspect for external
creditors.

— Cash buffer to loan book: no less than 2%

= Upkeep of the cash buffer helps the ESTD Group to mansge the volatifity of cash flows derived from
portfolio and external creditors,

Market risks

In general, market risk arises from the core business activities of the ESTO Group. Taking market risks is nat
a core activity of ESTD. The nature of ESTO's business activities implies that it has no cammodity risk and
equity risk exposures. Thus, the only types of market risk that ESTO is exposad to as a result of its current
business activities, ara the interest rate risk and currency risk,

Market risk is the risk that changes in market prices - e g interast rates, foreign exchange rates - will affect
the ESTO Group's income or the value of its holdings of financial instrurnents. The objective of the ESTD
aroup’s market risk managament is to manage and controfl market risk exposures within acceptable para-
melers to ensure E3TOs solvency while optimising the returm on risk.

I. Interest rate risk

Interest rate risk is the current ar potential risk that unfavourable changes in the interest rates of ESTO's
assets and lisbilities may negatively affect its profit and equity. ESTO Group is exposad to Interest rate risk
if the timings of revaluation of its main assets and liabilities as well as the maturity dates are different,
if the interest rates of assets and liabilities can be adjusted at different tme intervals or if the structure
ol assets and liabilities differs in currencies, ESTO Group strives to secure low intarest rate risk through
limiting and matching the structure and maturities of interest-sensitive aszets and liabilities, Interest
income from ssued loans significantly exceeds the interest expense paid far received loams, which allows
to offset the potential adverse effect of interest rate risk to ESTO Group. ESTO menitors and manages the
interest rate risk pursuant to internal limits set by the liquidity committes of ESTO Group. To comply with
the limits, ESTO Group can adjust the rates on its [oans or enter into hedging instruments such as intérest
rate swaps. ESTO Group calculates and monitors its interast rate risk on a continuous basis,

The principal risk to which non-trading portfolios are axposed is the risk of loss from fluctuations in the
future cash flows or fair values of financial instrurments because of a change in market interest rates.

Initizlled for identification purpose caly
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Dperational risk

Dperational risk is a risk of incurring a loss from the inadequacy of internal processes, people or systems
mot operating in the manner expected or from external events. Operational risk includes additionally legal
risk, compliance risk and personnel risk,

The main operational risks that ESTO Group faces are associated with the ESTO Group's significant grawth,
An increasing number of employees, growing volume of transactions and introduction of new products
mean & constant need for new structures and processes as well a5 development of systems. Oparational
risk management includes the identification of key business processes and the key risks ineach process,
the implementation of adequate controls and their follow-up checks, ESTO Group has irnplemented
processes to manage incidents and approve new products as well as established a business continulty
plan for crisis situations.

The risk management function provides the management board of ESTO Group with @t least monthly
reviews ol compliance with operational risk limits. Any limit breaches are escalated immadiately.

— The operational & compliance risk committes is appointed once for each financial year.

= The management board appoints the members of the operational & compliance risk committes,
Additionaly, the Group could face the operational risk arising from Bonds issued, because of requirements
set by financial covenants.

Financial covenants set for the whole ESTO Group including all subsidiaries are as follows:

— To maintain the interest Coverage Ratlo (ICR) of at least 2.

= To rmaintain the Equity Ratio of at least 20 % (bwenty per cent),

In arder to maintain the eperational risk arising from financial covenants, ESTO Group Management board
reviews the Group financials on & monthly basis. All the covenants were sucesfully met as at 3112.2021.

Capital management

The ESTO Group’s own funds provide the capacity 1o absorb unexpacted losses that cannot be svelded or
mlitigated, and ensure that at all times a sufficient buffer of financial resources exist to meet abligations to
stakeholders. In this way, ESTO Group's capital functions as a last rezort protection against risk.

The Group's capital managament runs on three pillars:

1 Strong liquidity - cash position at least 10% to loan book
2 Strong equity - equily position at least 20% to loen book
x3 Diverse and long term capital sources

The Group is not obliged to keep capital resefves outside of the capital requirements imposed by the

Estonian, Lithuaniam and Latvisn Commeroial Code.

The Supervisory Board of ESTO Group is responsible for the overall planning of the capital structure, Relevant

capital planning contributes to ESTD being well-equipped to meet a situation that requires additional

capital, and provides an adequate buffer to support growth in existing markets as well as to enter new

markets. ESTO Group's capital planning takes into consideration the following factors:

= the minimum capital required by laws and regulations, including buffers;

= the level of capital that is needed to cope with contingencies and stress situstions;

— the shareholders’ required rate of return and effective capital managemant;

— the leval of capital required for counterparts to consider ESTO Group a reliabla partner and to ensure a
maora efficient access to the funding market
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Mote 4. Fair value of financial instruments

Measurement of fair values

The Group measures fair values using the following fair value hierarchy, which reflects the significance of
the inputs used in making the measurements.

Level T: quoted prices {unadjusted} in active markets for identical instruments
Level 2: inputs other than quoted prices included in Level 1 that are observable for the instruments,
either directly or indirectly. This category includes instruments valued using: quoted markeat prices in
active markets for similar instruments: quoted prices for identical or similar instruments in markets
that are considered less than active; ar other valuation techniques in which all significant inputs are
directly or indirectly obsarvable from market data.
Level 3: inputs that are unobservable, This category includes all instruments for which the valuation
technique includes inputs that are not observable, and the uncbservable inputs have a significant
effect on the instrument’s valuation, This category includes instruments that are valued bazed an
gueted prices for similar instruments for which significant unobservable adjustments or assumptions
are regquired to reflect the differences between the instruments,
¥aluation techniques for the Group currently include nat prasent value and discounted cash flow models,
camparison with similar instruments for which observable market prices exist and other valuation models.
Assumptions and Inputs used in valuation techniques include risk-free and benchmark interest rates. credit
spreads and other premiums used in estimating discount rates, bond prices, foreign currency exchange
ratas and expected price volatilities and correlations.
The objective of valuation techniques is to arrliva at fair value measurement that reflects the price that
would be received to sell the asset or paid to transfer the liability in an orderly transaction between market
participants at the measurement date.

Classification of financial instruments and their fair values

All the ESTO Group's financial assets and liabilities are recognised in the staternent of financial position or
a5 contingent assets or lizbilities in the notes to the special purpose financial statemants. ltkems included
in the statement of financial pesition include loans and advances to customers, other accrued incorme,
cash and cash equivalents, berrowings, trade payables, payables to employees and other liabilities.

The fair value of the borrewings is, in tha opinion of the Group's management, equal to their carrying
amount, as the applicable intarest rates of the agraements correspond to market interest rates.
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The following table analyses the carrying amounts and fair values of financial assets and liabilities,

including their falr value levals.

Carrying amount
(in thousands of aurcs) II22021 3122020

Financlal assets measured at amortized eost

Loans and sdvances to customers (Mote 71 30,215 =Ry
Othar assats (Moba 4) G4 A5E
Cash and cash eguivalents 787 L&
Total financial assets at amortised cost 807 21,328

Financial llabilities at amortised cost

Laans and horrowings (Moba 10) o8, D04 20,08
Trads payabies (MNota T1) 541 218
Dther payables (Note 11) bl i 2435
Total finamcial lHabilities at amaortised cost 25,734 20,568
Initindleit fof ilentification purposes anly
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Fair value
222021 3L12.2020
31215 120071
Gi04 458
Tay 1,801
I B0T 21,228
28 054 S0
541 216
2040 L
28,734 20,565
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Mote 5. Net interest income

{in thousands of &uras)

Interest ingoma

Loans and advances To cusiomars

Total interest incoma

Interast axpanse

Interest amaount due bo creditors
Total interest expensa

Met interest inceme

Initaall 'dJ" iebentifes "-[I-I|1 ras omly
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2021

FAGH
7.568

[2830)
[?.El':lﬂ:l
5138

4,883

4,883

(1.832)
0.832)
3.050
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Note 8. Net fee and commission income

Disaggregation of fee and commission income

Annual Report 2021

In the following table, fee, and commission income from contracts with customers in the scope of IFRS 15

is disaggregated by service linas.

lin thousands of euros)

Service lines

Income from contract fees on loans

Ircome from management fees on loane

Other income an loans

Tolal fee and commission income from contracts with susiomers
Fag and commission expense

MNeat fee and commission income

Performance obligations and revenue recognition policies

2021 2020
315 7
483 261
1523 TED
2,321 1,438
(eR8) [462)
1625 876

Fee and commission income from contracts with customers is measured based on the cansideration
specified In a contract with a customer. The Group recognises revende when it transfers control over a

S@rvice 1o a customer.

The following table provides infarmation about the nature and timing of the satisfaction of performance
obligations in contracts with customers, including significant payment terms, and the related revenus

recognition policies,

Sarvice line Mature and timing of satisfaction
of performance obligations,
Iinciuding significant payment
brrms

Contract and menagement services  The Group provides contract
and managemant sarvices for
customers.

Fees for ongoing account
management are charged o the
CUSTAmeEr s sooount monthly.

Servicing feas are chargad monthly
arvd are based on fixed rates,

Initialed for identificetinn wses onky
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Revenue recognition under IFRS 15

Revanue from account service and
sefvicing fees is recognised over
tima as tha sarvices are provided.

fevenue redated o transacikns

1% recognisad at the point in time
whien the transaction takes place
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Mote 7. Loans and advances to customers

(in thousands of euros) 3122031 31122020
Laans and advances o customers A0E8 19,475
Lass impairment loss allowance [B03) {a04)
Total 30,218 18,07

Loans and advances to customers at amortised cost

JL12.2021 Jn122020
(i thouspnde ol aures) caﬁ;?:.; ECL Carrylng o ﬁ';ﬁ:; ECL Carrying
FRR allowarce amaount S allowancs amount
Retail customers . = = : . -
Hire purchasa 8,633 (1o4) 8,528 7406 77 7329
Gradit agrecments 21186 (4an POEET 12,068 (327 1,742
Tatal apee (603) 30,215 19,475 (404} 18,071

Maore infarmation is disclosed in Note 3.
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Note 8. Intangible assets

{ir theusands of auros)

Carrying amounts at 31.12.2019
Additions

Amortisation

Other changes

Cost at 3112.2020

Accurmulated amortisation at 31122020
Carrying amounts at 31.12.2020
Additions

Amnaorfisation

Dther changes

Cost at 31.72.2021

Accumiclated amortisation at 31122021

Carrying armounts at 31.12,.2021

Proprietary
tj:ttm'ns

173
T
82
538

57}
481

Annual Report 2021

Development
costs

21

24 B

wEER)
A5

45

15

e
143

143

Total

280

SEl

LEE

ars

53
a54
(24}

525

Intangible assets at the end of the teporting period consisted of €787 thousand. Proprietary systemns
comprised of Group technical systems. Development costs in the Group are technical projects in progress

Mote 9. Other assets

{in thausands of euros)
Trade receivablas
Other financial assets

Total

Mare infarmation is disclosad in Nofe 3,
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Mote 10. Loans and borrowings

The terms and conditions of outstanding loans are as follows:

2021
Repayment schedule
Wan-
: s RAHRRIE interest
{in thousande of aurss) az.2o i loans Currency Due date
{within12 OWithin 1-5 rate
manths) i
yaars)
Loan agraamant Ie3 =11 7723 B-12% EUR  2022-2024
Marketplece loan Fio8 7D - TN FLIR 2022
Subardinated loan :
agreament 503 - 3.603 12% EUR a023
Total 28,994 FTa8 21,238 =
2020
Repayment schedula
Current nu:::{
: laans Interest
{ir thousands of eunos) 31122020 REHs loans Curreney Cue data
(within 12 Ewithin 1-5 rate
maonths) yaars)
Loan agraement 12,301 1.0 .30 12% EUR 2021-2023
Markerplace loan 4,807 4,807 = N EUR 2021
Subordinated loan
agreerment 000 = 3,000 12% ELUR 2023
Total 20,108 5,807 14,201 =

Mare information is disclosad in Nota 3.

The carrying amount of loans and barrowing as at 20211231 was €28,294 thousand. The Group hes €3,503
thousand subordinated loan from its shareholders, €7,708 marketplace loan. Additionally €15,655 thousand
was aequired by Bond agreement signed and notes issuad in 22.11.2021. Tha maturity of the Bond agresmant
is at 22.1.2024. €2.128 other loan agreaments.
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Note 11. Trade payables and other payables

i{In thousands of auros)

Trade payablas

Tokal trade payables
Payables to employees
Interast payables

Other acorued expenses
Total other payables

Total trade payables and other payables

Short-term
Long=terrm

Total

Mare Information is disclosed in Note 3.

Mote 12. Tax liabilities

lin thousands of euros)

Personal incomae tas

Corporabe income Lax

Social tax

Fumndded pension payment
Unamployment insurance gramium

Other tax llablities

Tatal
Initinlied for identification purpues onty
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i

J2.2020

dlE

216

1

1712
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Note 13. Share capital and reserves

Share capital

Share capital in amount of €484 thousand (3112.2020: £105 thousand) is divided into 484167 ordinary
shares (3112.2020: 104,800 ordinary sharesh with a nominal value of 1 eura (3112.2020: 1 euro) per share,

Dividends
The amount of dividends paid out during the reporting pariod was €812 thousand,
Information on the Group's retained eamings and potential income tax liability |s provided in Nota 17,

Raserves
Reserves inciuded in the equity are as folows:

{in thousands of puros) 3220 3Li2.2020
Statutory reserve caplital n 1
Share pramium 155 155
Total 166 156

Statutory reserve capital

Statutory reserve capital is formed from annual net profit allocations as well as other allocations that are
transferred based on the resarve capital law or the articles of association. The size of the reserve capital is
prescribed by the articles of association and may not be less than 1/10 of the share capital. Statutory reserve
capital complied with the requirements arizing from the Estonian, Lithuanian and Latvian Cornmercial
Code on 3L12.2021 and 31.12.2020.At least 1/20 of the net profit must be transferrad to the reserve ca pitalin
each financial year. If the reserve capital reaches the amount prescribed in the articles of association, the
increase of the reserve capital will ba terminated at the expanse of net profit.

By the decision of the general mesating, statutory reserve may be used to cover a loss, or to increase share
capital, if it is not possible to eovar it from the Group®s unrestricted equity, Payments to shareholders from
statutory reserve are not sllowed.

Share premium
Share premium of the Group as st 31122021 consisted of €155 thousand {3112.2020: €155 thousand).
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Note 14. Other operating expenses

(in thousands of euros)

Rant and lesses

Advartising and marketing expenses
ITexpanses

Training. consultancy and auditing costs
Communication and postage

Transport costs

Other labour costs

Other gxpensas

VAT

Total

Note 15. Personnel expenses

{im thousands of aurog)
W‘agas. salarins and bonuses
Social security contributions and other taxes

Total

dverage number of employees in full-time equivalents
Average number of employess by type of employment

A parson employed under the employment contract

Imitizlled for identification pumoses only
Adlkigastatud identifiseerimiseks

15 06, 2022

Simnaiure | allkir . @/
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2021
(1B}
(634}
(150
(448)
()
{25)
{SDJ.
[74]
i)

{1,631}

202
(702}
{176}
(B7E)

41
41

41

2020
G5
(242)
(128]
(268
(5}

(32
[
B

(B24)

2020
{agn
(132}

(453}

21
21

21

48
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Mote 16. Related party disclosures

Balances with related parties

2021 31322020
Lin thousands of pures) Liabilities  Liakilities

Dwiners (legal entities) with a qualifying interest and entities under their contral or

significant influance 4,732 & 210

Close family members of membaers of the executive and higher management and
owners {private individuals) with a qualifying intersst, and antities under thieir 333 280
control or significant influence

Transactions with related parties are normal course of business, more information is provided in the Note
26. Related parties. Transactions occurred inside the ESTO Group are eliminated from the consolidated
special purpose financial statements.

Loans
2021
Repayment
y Loans Interest Interest
h ¥
{in thowsands of euras) riiledd of I::_::ds pald rats Currency

Owners {lagal entitias) with a qualifying
interest and antities under their zontrol 870 1,054 SE8 2% EUR
or significant influance

Loans recaived and ropaymants B70 1,054 E&4a 2% EUR

Cloga femily mermbers of meribers of

the gxecutive and higher management

and ownars (private individuals) with a 55 - a5 125 EUR
qualifying interest, and entitics under

their gontrod or significant influence

Loans received and repaymaents 55 - 35 2% EUR
Initialbeil fior fdentification purposes only
Adlkdrjsetanid idenrifiseenmisels L

e

15 06. 202
Signature / allkir MM :
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2020
Repayrent
fin thousands of suros) Lq.nn: of loans '“'“‘-""-'?“ Intarast Currency
received ) paid rate

Dwners {legal entities) with & qualifying
interest and antitles urder thair contral "BOT 530 434 |2 EUR
ar gignificant influenca

Loans received and repayments gar 530 4348 2% ELIR

Close family mambers of members of

the executive and I"hlEhl’r managament

and ownaers {private individuwals) with a 100 175 e 12% EUR
qualifying interest, and entities under

their control or significant influence

Loans received and repaymants 100 175 34 2% EUR

Mora infaormation is providad in Mote 10

Remuneration and other significant benefits provided to the executive and higher management

in thausands of surcs) 2021 2020

Renumeralion rr 35

The Group considers partles to be related il one controls the other or exerts significant influence on the
other's operating decisions. Transactions with related parties include transactions with shareholders,
membars of the group’s management and supervisory boards, and closae family members of and companies

related to the above persons.

Initialledl for idemifizntion purpeses only
Alliirmatniod ideniiGesermiseis

15 06, 2022
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Note 17. Contingent liabilities

Annual Report 2021

The Group’s retained earnings at the end of the reporting period amountad to €2,914 thousand (3112.2020;
£1.410 thousand), The maximum possible amount of income tax liability that may result frem the paymeant
of all retained earnings as dividends is €554 thousand (31.12.2020: €268 thousand), so It would be possible
to pay out €2,360 thousand as a net dividend (3112.2020: €142 thousand),
The calculation of the maximum possible income tax Fability assumes that the amount of distributable
net dividends and income Lax on dividends recognised in profit and loss for 2021 may not excesd the

distributabla profit at the end of tha reporting period.

Mote 18. Investments in subsidiaries

Subsidiary Country
ESTO A5 Eztora
ESTO LAE Lithuenia
ESTO LW AL Latwvia
ESTO Latwia 518 Latvia

2021
IO
100
1005

O,

2020

100

Irvestments to subsidiaries in Parent company unconsolidated statements composed using the
equity mathed. For the subsidiaries that incurred loss in financial year 2021, under squity misthod totsl
imvestmeants for the amount of €50 thousand surcs were transferred to net loss,

subsidiary e

ESTO UAR i

ESTO Lv AS =

ESTO Latvia S1A 3

Total investrments: 3
Initinlled [or identification purposes ondy

Allkirnnsranmd ids SIMORoES -

5

15, 06 ?E’V
maatiire ! alllon ﬁ L .

PG, Tallinn L

Acquisition

435

48

Met loss from

subsidiaries
{3

(45)

3

(500

Investments
F12.2021

i
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Note 19. Unconsolidated financial statements of parent company as
a separate company

Note 19.1 Balance sheet

(in thousands of suras) 122021 22080
ASSETS

Current assats

Cach ard dash aquivalents 42 188
Loans and advances o custormers Baa -
Prepa?-rr!:n::, B =
Qthar assets A -
Total current assots 321 184

Non-current assets

Loans and advances to customers 15,073 2
irvastments in subsidiaries = 3
Preperty and aguipmeant 4 =
Intangibkla asseats B0 =~
Other assets 243 -
Total mon-current assets 15,807 3
TOTAL ASSETS 16,218 1]

LIABILITIES AND EQUITY
Liabilities

Currant liabllities

Trade payables and other payables ] rd 3
Tex liabilitias 5
Total current liabilities i#a 3

Hon-current liabilities

Leams and borrowings L ==r 197
Total non=current Habilities 18,277 a7
TOTAL LIARILITIES 16,399 200
Inetnulied Tor idantifcation numssaes A
Allkiripstns : {{tann ,..'.‘..__h-__ll."'l}l
15 06, 2022 -

a3

."i:i_':!.lli.".'JD.‘." il jﬁﬁ/
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.{in theuzands of euros) L. 2021 ai2.2020
e i

Shara capital 9 3
Retaired samings {oss) 12 £
Total profit {loss) for the financial year {Irz) {12}
Total equity (& 2)
TOTAL EQUITY AND LIABILITIES 16,218 191

Equity including subordinated debt as at 31.12.2021 was €322 thousand,

MNote 12.2 Income statement

(in thousands of euros) 2021 2020
Intarest insame sga
Interest expensa (223) {5)
MWet interest income 7 (53
Fe= ard commissian ineamsa ET-‘E
Fes and commission expense (48]
MNet fee and commission income 228 =
Qrher aparating exXpenses {155) {5
F'ersq?nnel SXPENSES (58] =
Bepreciation and amortisetion (75)
Otner expenses (23) =
ket loss from subsidiaries In equity method I:,E-ﬂ.ll.
Profit (loss) before income tax (172) 012)
Incoma tax = -
Profit (loss) for the period (172} (12}
IaitinTled Tor idemrifeation i 1525 Gy
Alllcir st ti¥ttrmeriniseks P
15 06. )02

Signature f allkin .- ot
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Note 18.3 Statement of cash flows

{in thausands of auros)

2021 2020
CASH FLOWS FROM DPERATING ACTIVITIES
Profit {loss) {172) (12}
Adjustmients or chenges for: B85 2
- Interast incame (223 L
= Interest axpanze 40 2
- Bapraciation and amortisation 75 -
= Other adjustments B.858 -
Total adjustments or changes: B.,B78 (10
Changes in:
- Trade.and other recaivables (15,7300 -
- Trade and other payables b 1
Total changes {15,028) 1
MET CASH FROM / (USED IN) OPERATING ACTIVITIES {6,349) 8)
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of property and equipment (4] -
Acquisition of intangible assets (835) -
Imsestiments in subsidiaries 48] {3
KHET CASH FROM [ (USED IN) INVESTING ACTIVITIES (247} {3y
CASH FLOWS FROM FINANCING ACTIVITIEG
Proceeds from loans and borrowings TB7a 197
Rapaymant of borrowings (7293) z
Paid in share capital - 3
MET CASH FROM / (USED IM) FINANGING ACTIVITIES 7148 200
MET INMCREASE / (DECREASE) IM CASH AMD CASH EQUIVALENTS {147) 1aa
Cash and cash egquivalants at beginning of period 128 -
Cash and cash eguivalents at end of period Az 188
Itilled for identification paimpcaes only

Allirastanid 1 tesrimisels
15,06 0 _— 4

Signature | allkiri i
KPS Tallinm
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Note 19.4 Statement of changes in equity

{in thousands of euras) :2:3;:1
Balance at 31.12.2020 a
Ealance at 0N.01.2021 a
Total comprehensive income for the }
paricd
F'rtl-Fit. lor the period 5
Balance at 3112.2021 2

Note 20. Subsequent events

Share
premium

Statutory
reseree

capital

Annual Report 2021

Retained
garnings

(12)
2}
(172)

(172
123}

Takal
BOuity

(2)
a)
(172}

{1723
i181)

On 24 Fabruary 2022, Russia started military invasion to Ukraine. The warwill have an impact on businesses
and economies, including in Eurapean Union. However, as of today, the war has had no real impact on the
Groups business oparations. The possible impact of the war on the Groups business operations will be

taken into accountin the 2022 financial statements.

Mo ather subsequent events have ccourred which would cause corrections in reported financial Information
of which should be separately disclosed as subseguent event.

Initiailsd fir jebentification purprses only
Ulkanastutid phentifitecsimiseks
-~
" -~
15 06, 2022

Signatwe J allion . fEEs
EPMG, Tallinn
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Signatures of the management
board to the annual report

The management board has prepared the management report and the financisl statements of ESTD
Holdings OU for the financial year ended 31 Decambaer 2021,

The managemant board confirms that the management report provides a Lrue and fair view of the business
operations, financial results and financial cendition of the company.

The management board confirms that sccording to their best knowledge the financial report presents

a fair view of the assets, liabilitles, financial position and profit or loss of the company aceording to the
Basis of accounting in Mote 2.1 of the Special Purpase Annual Report,

15062022

Mikk Metsa
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Independent Auditors' Report

To the shareholders of ESTO Haoldings QU

Dpinion

We have audited the financial staternents of ESTO Heldings OU ithe Companyl, which comprise the
balance sheet as at 31 December 2021, the incorma statemant, the statemeants of cash flows and changes

in equity for the year then ended, and notes, comprising significant sccounting policles and olher
explanatory mformaton

I our opnion, the financial staternents presented on pages from & to 36 present fairly, in afl matenal
respacts, the financial position of the Company as at 31 December 2021, and its linancial parformance and
its cash flows for the year then ended in sccordance with International Financal Reporting Standards as
sdopted by tha European Linien,

Basiz for Opinion

We conducted our audit in o adcordance with International Standards an Auditing  (Estoniah, Cur
responsibilifies under these siandards are further descrbed in the Auditor's Responsibilities for the Audir
of the Financisl Stetemeants section of our repart, We are independertt of the Company in accordance with
the Code of Ethics for Professional Accountants (Estonia) lincluding Independance Standards) and we have
fulfiied our ather ethical responsibilities inaccordance with thesa requiremeants. We balieve that the audis
evidence we have obiained i3 sufficent and appropriate 1o provide a basis Tor aur oginion.

Orber Information

Manzgement is responsible for the other information. The othes infarmation comprises the managarment
report. but does not include the financial statemeanis dnd our audions' repoct tharaon

Our opimion on tha financial statements does not cover the other nformation and we do nol express anmy
tarm at assurance conclusion thereon

In conmection with cur audit of the financial statemants, our responsdility is 10 read the: other infomaatan
and, in daing &0, consider whethar the othar information is matarally inconsistent with the financial
staternents or owr knowledos obtaimed in the audit, or otherwise appears to be materislly misstatad. If,
based on the work we have parformed, we conclude that there is 8 matarial misstatemeant of this othes
informabion, we are required to raport that fact. We have nothing to report in this regard,

Responsibilities of Management and Those Chargad with Governance for the Financial Statemenis

Management is responsible for the preparation and fair presentation of the financal statements in
accordance with International Financial Reporiing Siandards as adopied by the Ewrcpean Uneor, and for
such imtermal control as managemeant determings i3 necessary 10 enabde the preparation of firancal
statements that are free from matenal messtatement, whether due 1o fraud or error

in praparing the tinancial statemants, managament is rasponsible far assessing the Company’s ability 1o
confinug as a going cancern, disclosing, as applicable, matters refated 10 going concern and usmng the goang
concarn basis of accounting unless management sither miends to Bguidate the Company or 1o coase
oparabions, or bas no realstic aliemative but 1o do so.

Those charged with governance are responsibie for oversesing the Company’s financial reporing procass.
Auditors” Responsibilitias for the Audit of the Financiel Statemants

EFYOG Seboz OU, e Ceonsn e aec! W oy compary ard m
T W Bl the SR Ridaadn of Ne(Re Tl e i
o vertr KPRHD rbammsared Cozsanrsve T8 S
FIERERSNEC L & Dewyn SR0Ty i A 00D



kPG

Our ohjectives are to obigin reasonable assurance about whether the financial statements as a whole are
freg from materal misstatement, whether due 1o fraud of eror, and to Bsue an auditors” report that
inciudes our opinion, Reasonable assuranca is a high level of assurance, but is not a gusrantee that an audit
conducted in accordance with Intermational Standards on Auditing (Estonial will shways detect & matarial
misstatement when it exists. Misstatements can arige from fraud or ermer and are considened matanat if,
individually or in the aggregate, they could reasonably be expected (o influence the econemes dacisions af
users taken on the bazs of these financal statemants

As part of an audit in accordance with Standards onAuditing (Estonial, we exencise professional judgmeant
and mainiain profassional scapticism througheut the audit. We alzo;

. Identify and as3ess the risks of matenal mastatemant of te financil statemants, whather due 1o
fraud or errar, design and perform audit procedures responsive o those rigks, and obtain audit
evidence that is sufficient and aporopriate 1o provice @ basis for our opmnion. Tha risk of not datacting
8 material misstaterment rasulting fram fraud = higher than for one resulting from error, as freud
may invole callusion, forgary, intentional onissions, misreprasantstions, or the override of internal
conirgd

* Obtain an undarstanding of internal contral relevent to the audit in order to design audit procedures
that are appropriste in the crcurnstances, but not for the purpose of expressing an opinkn on the
etfactivenass of the Compary's internzl contral.

. Evaluale the appropratensss of accounting policies usad and the reasonablaness of accaunting
estimates and relsted disclosures made Dy managarment.

w Conclude on the appropriatenass of managemant’s use of the going concern basts of accaunting
and, based on the audit evidance obtained, whether 3 materal uncariainty exists related 1o events
or conditions that may cast significant doubt on the Company's abiiity 10 continue a8 & gairg concarnm.
If wea conchide that a matenal unceriainty exisis, we are requirgd to draw attenton inour auditors'
repart 1o the relsted deciosures in the financial statements or, if such disclosures am inadequate, ta
modify aur opinicn. Qur cenclusions are based on the awdit evidence chlamed up to the date of owr
auditors’ report. Howaver, future events or conditions may cause the Compary 1o caase 10 continua
a5 8 QOINg CONcern,

* Evaluate the overall presentation, structure and content of the finencial statements, including the
disclosures, and whether the financial siatements represent the undarying transactions and evenis
in & manner that achieves far presantation

We communicate with those charged with governance regarding, among other mattars, the planned scope
and timing af the audit and significant audt findings, including any sigrificant deficiancaas i intermal control
that we identify during our audit,

Tallinry, 15 June 2023

_F___::;_—'.".‘_ s
Eero Kaun

Carified Pubdic Accountant, Licenos Ko, 459
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