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MANAGEMENT REPORT

AS PlusPlus Capital (the Entity, the PPC) is an acquired debt receivables portfolios management company, established
5 April 2010.

The principal activity of entities that belong to the group of AS PlusPlus Capital (the Group, the PlusPlus group) is purchasing
of portfolios of overdue arrears, restructuring acquired arrears and administration of subsidiaries operating in the field of debt
management in all the Baltic countries and since financial year 2019 also in Finland in newly established subsidiary PlusPlus
Capital Oy.

Since financial year 2019 AS PlusPlus Capital launched credit issuance activities through its subsidiary Fresh Finance Group
0U and its subsidiaries in Estonia (Fresh Finance OU), Latvia (Fresh Finance AS) and Lithuania (Fresh Finance UAB).

Asat31 December 2019 and during the financial years 2018 and 2019 the Group entities incorporated, and branches registered
abroad were as follows:

Entity/Branch: Country: Share:* Principal activity:

PlusPlus Baltic 0U Estonia 100% Debt receivable acquisition and administration
PPC Delta OU** Estonia 100% Debt receivable acquisition and administration
VolaKiitid 00** Estonia 100% Cash collection services

PlusPlus Inkasso SIA Latvia 100% Cash collection services

PlusPlus Inkaso UAB Lithuania 100% Cash collection services

PlusPlus Invest OU Estonia 100% Property investments

PlusPlus Baltic OU filiale Latvija Latvia Branch of PlusPlus Baltic 0U, debt receivable

acquisition and administration

PlusPlus Baltic OU Lietuvos filialas Lithuania Branch of PlusPlus Baltic OU, debt receivable
acquisition and administration

Fresh Finance UAB Lithuania 100% Debt receivable acquisition and administration,
financing (former business name: PlusPlus Finance
UAB)

Fresh Finance Group OU Estonia 100% Business development, computer programming,

(former business name: Forward View 00)

Fresh Finance 0U Estonia 100% Credit issuance (former business names:
SigmaCapital OU, SigmaCapital UU)

Fresh Finance AS Latvia 100% Financial leasing, renting and leasing of cars and
light motor vehicles (former business name:

Motoro Leasing, Akciju sabiedriba

PlusPlus Capital Oy Finland 100% Debt receivable acquisition and administration

* shares owned directly or through subsidiaries by AS PlusPlus Capital
** merged during financial year 2019 (registry entry 30 August 2019) with the PlusPus group entity Aktsiaselts PlusPlus Capital
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The PlusPlus group has made remarkable progress during its first ten years of operations in Baltic states, and since 2019 in
Finland, by participating, either directly or through its subsidiaries and branches, successfully in auction sales of receivables
organised by credit institutions and telecommunications operators.

The balance sheet values of acquired debt receivable portfolios are presented on the graph below:

Acquired debt receivable portfolios at
balance sheet dates 2010 - 2019, mEUR

80
70
60
50
40
30
20

12__HHHH!

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

i Current portion i Non-current portion

As of the end of financial year 2019, the balance sheet value of debt receivable portfolios acquired by the Group amounted to
EUR 74 million (31 December 2018: EUR 42 million, 1 January 2018: EUR 22 million).

Operating revenue for financial year 2019 was EUR 24.2 million (2018: EUR 12.8 million) and EBITDA amounted to
EUR 16.6 million (2018: EUR 8.1 million):
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The activities have been financed both from own funds of the Entity as well as with the help of credit lines opened by banks
and bonds issued and loans raised.
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The estimated remaining collection (ERC) amounted to EUR 102.4 million as at 31 December 2019 (31 December 2018:
EUR 63.8 million, 1 January 2018: EUR 32.0 million), as shown by vintages on the chart below:

ERC by vintages as at 31.12.2019
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The strategic objective of the PlusPlus group is to achieve a position among the three leading companies on the Baltic debt
management market and to extend its activities significantly in terms of both fields of activities and geographically. In the
period from 2019 to 2020, the fast growth of the Group entities has been continued, in all domestic markets in Estonia, in Latvia
and Lithuania, and since 2019 also in Finland. PlusPlus group has been profitable every single year since its inception. By the
end of 2019 total assets of the Group were EUR 82.4 million (31 December 2018: EUR 52.3 million, 1 January 2018: EUR 26.4
million). It is our corporate policy to maintain owner’s equity on at least 30% level of total assets.

In order to provide its professional services and implement its plans, the Group makes consistent contributions to training its
staff and automatization of processes and uses extensively modern IT solutions.

The group operates in Baltic states, which are influenced by global and especially by Eurozone trends. The macroeconomic
projections of the European Central Bank highlight favourable financing conditions, low interests and modest rise in inflation,
which together with employment growth and consumption increase has supported the stable development of economy in
2019-2020.

The general macroeconomic development allows the Group to increase volumes of operations and expand over the region, by
providing competitive services for co-operation partners and best solutions for our clients.

In long-term perspective, the Group operations are affected by the cyclical evolvement of economy, in short-term look the
reasons for seasonality are the single large purchase transactions of debt receivable portfolios, which are concluded with
different regularity.

PlusPlus group follows high professional and ethical standards. Our experts have more than 15 years of experience and their
work is trusted also by the biggest banks and telecommunication companies in the Baltic States. PlusPlus group is trusted and
responsible in relations with clients and co-operation partners. It is our honour to help our clients through amicable debt
solutions and we acknowledge the social responsibility for improving the overall financial trust environment by creating
respectful and trustful solutions for counterparties in deteriorated financial relationships.

During the period of preparation of the report there have not occurred any significant changes in foreign exchange rates,
interest rates or stock exchange, which could affect the financial report prepared for financial year 2019. Due to the pandemic
situation globally since March 2020, the Entity foresees impact on operations not exceeding the sensitivity analysis extent (see
chapter 3 in disclosures to the current annual accounts. The group follows the internal regulations for financial risk
management.

Financial ratios

2019 2018 Formulas used
Total assets, EUR 82 405 884 52285531 Total assets
Total operating revenue, EUR 24 195 230 12760121 Total operating revenue
Current ratio 0.64 1.49 Current assets / Current liabilities
Equity ratio*, % 31.10% 30.10% Equity / Assets

*Subordinated convertible loans are considered as equity for financial ratios, according to contractual terms



AS PlusPlus Capital Consolidated Annual Report 2019

CONSOLIDATED FINANCIAL STATEMENTS

Consolidated statement of financial position

as at

In Euros Notes 31.12.2019 3}{.:szt.:t(£i§ agslt:t(:: T;:
ASSETS
Non-current assets
Property, plant and equipment 6 1897 444 1695 225 1742734
Intangible assets 7 895161 284 222 127 597
Investments 8 213 093 540 000 0
Acquired debt receivable portfolios 9 58478967 34 360 227 17 455 838
Loans and advances to customers 10,11 2673539 0 0
Trade and other receivables 12 45000 45000 45000
Total non-current assets 64203 204 36924 674 19371 169
Current assets
Acquired debt receivable portfolios 9 15554 488 7817 303 4926 617
Loans and advances to customers 10,11 1089 162 300 000 0
Trade and other receivables 12 852131 740 089 715981
Cash and cash equivalents 13 706 899 6 503 465 1356 865
Total current assets 18202 680 15360 857 6999 463
Total assets 82 405 884 52285531 26 370 632
EQUITY AND LIABILITIES
Share capital 14 1000000 1000 000 1000000
Statutory legal reserve 100 000 100 000 100 000
Subordinated convertible loans 15 1342318 1284589 906 037
Retained earnings 17 659 216 8350 220 4505413
Total equity 20101534 10 734 809 6511450
LIABILITIES
Non-current liabilities
Subordinated convertible loans 15 5530337 5002 597 3247 665
Interest-bearing loans and borrowings 18 28187 685 26 251090 12797 229
Total non-current liabilities 33718022 31253 687 16 044 894
Current liabilities
Trade and other payables 17,19 1263015 781897 613515
Interest-bearing loans and borrowings 18 27 323313 9515138 3200773
Total current liabilities 28 586 328 10297 035 3814 288
Total equity and liabilities 82 405 884 52285531 26370632

The accompanying notes on pages 11-56 are an integral part of these financial statements.

*See information presented in note 2.4 regarding the restatement due to the adjustments in relation to IFRS 16 application,
and for details about respective changes in accounting policies.

EH Initialled for identification purposes only

pwc Initials - S-  Date L0, O4.L0L0 7
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Consolidated statement of comprehensive income
for the year ended 31 December

Notes 2019 2018
In Euros Restated*
Operating revenue 21 23955506 12 748 050
Interest income 22 372511 2 666
Net interest income 372511 2 666
Net fee and commissions income 12780 0
Other revenue 3337 9 405
Loan impairment expense 11 148904 0
Total operating revenue 24195 230 12760 121
Operating expenses 23 3834241 2380326
Salary expense 24 3725340 2230701
Depreciation and amortisation 6,7 408 485 238057
Other expenses 2329 1265
Total operating expenses 7 970 395 4 850 349
Net operating profit 16 224 835 7909 772
Finance income 25 773 24303
Finance expense 26 6790700 4089 268
Profit before income tax 9434908 3844 807
Income tax 25912 0
Net profit for the year 9 408 996 3844 807
Total comprehensive income 9 408 996 3844 807

The accompanying notes on pages 11-56 are an integral part of these financial statements.

*See information presented in note 2.4. regarding the restatement due to the adjustments in relation to IFRS 16 application,
and for details about respective changes in accounting policies.

Eﬂ} Initialled for identification purposes only
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Consolidated statement of cash flows
for the year ended 31 December

In Euros Notes 2019 Rest:t(:: flﬁ
Cash flows from operating activities
Profit before income tax 9434908 3844807
Adjustments for non-cash items:
Depreciation and amortisation 6,7 408 485 238057
Changes in working capital:
Change in trade and other receivables 12 -183 676 -348 809
Change in trade and other payables 17 -992 894 -618 101
Change in acquired debt receivable portfolios 9 -31855925 -19795 075
Change in loans and advances to customers -3762701 0
Other adjustments:
Interest expense 18, 26 6790523 4032 357
Other financial income and expense 25,26 -238 -33 856
Interests income 22 284 398
Net cash generated from operating activities -20161 234 -12 680 222
Cash flows from investing activities
Acquisition of tangible and intangible assets 6,7 -538 212 -347 173
Business loans issued -25000 0
Repayments received for business loans issued 29638 0
Interests received 3068 0
Acquisition of other investments 8 -213 093 -540 000
Net cash used in investing activities -743 599 -887 173
Cash flows from financing activities
Loans received and bonds issued 18 26763 600 27918 987
Repayments of loans received and bonds issued 18 -6 977 868 -7 652 257
Repayments of financial lease liabilities 18 -43 431 -63 743
Proceeds from subordinated loans 15 305000 2000000
Profit distributions -100 000 0
Income tax paid -25912 0
Interests paid on loans and borrowings 18, 26 -4 807 431 -3482 803
Interest paid on financial lease liabilities 18, 26 -5691 -6189
Net cash used in financing activities 15108 267 18 713 995
Net increase in cash and cash equivalents -5796 566 5146 600
Cash and cash equivalents at the beginning of the year 13 6 503 465 1356 865
Cash and cash equivalents at the end of the year 13 706 899 6 503 465

The accompanying notes on pages 11-56 are an integral part of these financial statements.

*See information presented in note 2.4. regarding the restatement due to the adjustments in relation to IFRS 16 application,
and for details about respective changes in accounting policies.

EH Initialled for identification purposes only
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Consolidated statement of changes in equity

for the year ended 31 December

Consolidated Annual Report 2019

Subordinated
In Euros Notes Share TG comerible  Retined gy
reserve
As at 1 January 2018 14 1000000 100 000 906 037 4505 413 6511450
Subordinated convertible loan 15 0 0 378552 0 378552
Total transactions with owners 0 0 378 552 0 378552
Net profit for the year 0 0 0 3844807 3844 807
Total comprehensive income 0 0 0 3844 807 3844 807
As at 31 December 2018 14 1000000 100 000 1284 589 8350220 10734809
As at 1 January 2019 14 1000000 100 000 1284 589 8350220 10734809
Subordinated convertible loan 15 0 0 57729 0 57 729
Dividend distributions 0 0 0 -100 000 -100 000
Total transactions with owners 0 0 57 729 0 57 729
Net profit for the year 0 0 0 9 408 996 9 408 996
Total comprehensive income 0 0 0 9408 996 9 408 996
As at 31 December 2019 14 1000000 100 000 1342318 17659216 20101534

For more information refer to Note 14.

For details of the subordinated convertible loans please see Note 15.

The accompanying notes on pages 11-56 are an integral part of these financial statements.

pwc

Initials __I- 3~

EH Initialled for identification purposes only

Date L0.O4.2020| 10
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1. Corporate information

AS PlusPlus Capital (hereinafter the Company, or the Parent, or together with its subsidiaries the Group) is a public limited
liability company registered in the Republic of Estonia. The Company was registered on 5 April 2010.

The address of its registered office is Tartu mnt 83, 10115 Tallinn, Estonia.
The principal activities of the Group are described in Note 3.
The financial year of the Group starts on 1 January of the calendar year and ends on 31 December of the same calendar year.

All the shares of the Company are ordinary shares with the par value of EUR 100 each and were fully paid as at
31 December 2019, 31 December 2018 and 1 January 2018. The list of shareholders of the Company is disclosed in Note 14.

The Company’s management approved these financial statements on 20 April 2020. The shareholders of the Company have a
statutory right to approve these financial statements or not to approve them and to require preparation of a new set of financial
statements.

2. Summary of significant accounting policies
2.1. Basis of preparation

The consolidated financial statements of the Group as at 31 December 2019 have been prepared in accordance with
International Financial Reporting Standards (IFRS) as adopted by the European Union (EU).

The consolidated financial statements have been prepared on a going concern basis, applying a historical cost convention,
except for when otherwise stated in the accounting policies presented below. The financial statements are presented in euros,
except when otherwise indicated.

Income and cash flow statements

The Group has elected to present a single consolidated statement of comprehensive income. The Group reports cash flows from
operating activities using the indirect method. Interest income is presented within operating cash flows; interest paid is
presented within financing cash flows. The transactions with acquired debt receivable portfolios are disclosed as cash flows
from operating activities because this most appropriately reflects the Group’s business activities.

Preparation of the consolidated financial statements

The preparation of consolidated financial statements in accordance with International Financial Reporting Standards (IFRS) as
adopted by the European Union (EU) requires management to make judgments, estimates and assumptions that affect the
application of accounting policies and the reported amounts of assets and liabilities, income and expenses, and the disclosure
of contingent assets and contingent liabilities.

Use of significant accounting judgments and estimates

Although estimates and underlying assumptions are reviewed on an ongoing basis and they are based on historical experience
and expectations of future events that are believed to be reasonable under the circumstances, actual results may differ from
the estimates. Information about management’s critical judgements and estimates that have a material effect on the amounts
reported in the financial statements is provided below.

2.2.Estimation of uncertainty

The estimates made by management are based on historical experience and the information that has become available by the
date of preparation of the financial statements. Therefore, there is a risk with the assets and liabilities presented at the balance
sheet date, and the related revenue and expenses, that the estimates applied need to be revised in the future. The key sources
of estimation uncertainty that have a significant risk of causing material restatements to the financial statements are described
below.

EH Initialled for identification purposes only

pwc nials - S-  Date 20.04.0020| 11
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a) Fair value measurement of acquired debt receivable portfolios

The acquired debt receivable portfolios are designated as at fair value through profit or loss by the entity upon initial
recognition. Subsequently the acquired debt receivables are managed, and their performance is evaluated by portfolios on a
fair value basis, in accordance with the documented risk management and investment strategy of the Entity. The subsequent
fair value evaluation model is based on 5-year to 10-year (60 to 120 months) discounted cash flow (DCF) forecast analysis by
the acquired debt receivable portfolios. The expected remaining collections (ERC) is modelled over estimated lifetime of each
single portfolio. The Group has used ERC curves up to than 10-year (120 months) for composition of financial statements as at
31 December 2019, or shorter periods according to estimations made on remaining lifetime of each single portfolio.
Management considers the maximum of 10-years for curve periods justified, because 10-year period covers significant majority
of the periods of agreed payment schedules within the portfolios as at the date of the composition of the current financial
statements.

The acquired debt portfolios at fair value through profit or loss are remeasured to fair value at each subsequent balance sheet
date until these assets are derecognised. The gains and losses arising from changes in fair value are included in the income
statement in the period in which they occur. Gains and losses will include both realised gains and losses arising on the disposal
of these financial assets and unrealised gains and losses arising from changes in the fair value of these assets still held.

For more details please refer to Note 3 “Financial risk management” and Note 9 “Acquired debt receivable portfolios”.

b) Current versus non-current classification of acquired debt receivable portfolios

The Group presents assets and liabilities in the consolidated financial information based on current / non-current classification.
An asset is current when it is:

Expected to be realised or intended to be sold or consumed in the normal operating cycle,

Held primarily for the purpose of trading,

Expected to be realised within twelve months after the reporting period, or

Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at least twelve months
after the reporting period.

YV V V V

All other assets are classified as non-current.

Current portion of acquired debt receivable portfolios is determined using the discounted value of estimated remaining
collections (ERC) in the next twelve months after the financial statements date. The residual amount of discounted ERC is
classified as non-current

2.3.Adoption of new revised standards and interpretations

The following new or revised standards and interpretations became effective for the Group from 1 January 2019:

IFRS 16: Leases
Effective for annual periods beginning on or after 1 January 2019).

The new standard sets out the principles for the recognition, measurement, presentation and disclosure of leases. All leases
result in the lessee obtaining the right to use an asset at the start of the lease and, if lease payments are made over time, also
obtaining financing. Accordingly, IFRS 16 eliminates the classification of leases as either operating leases or finance leases as
is required by IAS 17 and, instead, introduces a single lessee accounting model. Lessees will be required to recognise: (a) assets
and liabilities for all leases with a term of more than 12 months, unless the underlying asset is of low value; and (b) depreciation
of lease assets separately from interest on lease liabilities in the income statement. IFRS 16 substantially carries forward the
lessor accounting requirements in IAS 17. Accordingly, a lessor continues to classify its leases as operating leases or finance
leases, and to account for those two types of leases differently.

The impact of the new standard to the financial statements of the Group is disclosed in Note 2.4.

There are no other new or revised standards or interpretations that are effective for the first time for the financial year
beginning on or after 1 January 2019 that would be expected to have a material impact to the Group.

EH Initialled for identification purposes only
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New Accounting Pronouncements:

Certain new or revised standards and interpretations have been issued that are mandatory for the Group’s annual periods
beginning on or after 1. January 2020, and which the Group has not early adopted.

Amendments to the Conceptual Framework for Financial Reporting

Effective for annual periods beginning on or after 1 January 2020.

The revised Conceptual Framework includes a new chapter on measurement; guidance on reporting financial performance;
improved definitions and guidance - in particular the definition of a liability; and clarifications in important areas, such as the

roles of stewardship, prudence and measurement uncertainty in financial reporting.

The Group analyses and discloses the effect of this change after its implementation.

Definition of materiality - Amendments to IAS 1 and IAS 8
Effective for annual periods beginning on or after 1 January 2020.

The amendments clarify the definition of material and how it should be applied by including in the definition guidance that
until now has featured elsewhere in IFRS. In addition, the explanations accompanying the definition have been improved.
Finally, the amendments ensure that the definition of material is consistent across all IFRS Standards. Information is material
if omitting, misstating or obscuring it could reasonably be expected to influence the decisions that the primary users of general
purpose financial statements make on the basis of those financial statements, which provide financial information about a
specific reporting entity.

The Group analyses and discloses the effect of this change after its implementation.

There are no other new or revised standards or interpretations that are not yet effective that would be expected to have a
material impact on the Group.

Eﬂ} Initialled for identification purposes only
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2.4. Accounting adjustments due to retrospective implementation of standard IFRS 16

The Group has adopted IFRS 16 “Leases” retrospectively from 1 January 2019, and has restated comparatives for the financial
year 2018 reporting period, as permitted under the specific transition provisions in the standard. Therefore, the information
about the comparatives for the financial year 2018 reporting period are not presented under the previous leasing standard IAS
17 and respective interpretations. The cumulative effect of initially applying this standard has been recognised as an
adjustment to the opening balance of retained earnings at the date of initial application.

On initial application the Group recognised right-to-use asset in relation to leases which had previously been classified as
‘operating leases’ under the principles of IAS 17 Leases. The Group measured the lease liabilities at the present value of the
remaining lease payments, discounted using the lessee’s incremental borrowing rate as at the date of initial application, i.e. 1
of January 2018. On initial application, the Group applied the following weighted average lessee’s incremental borrowing rates
to the lease liabilities: 3% for premises.

As a practical expedient, the Group has elected not to reassess whether a contract is, or contains a lease at the date of initial
application. Instead, for contracts entered into before the transition date the Group relied on its assessment made applying IAS
17 “Leases” and Interpretation 4 “Determining whether an Arrangement contains a Lease”.

In applying IFRS 16 for the first time, the Group has used the following practical expedients permitted by the standard for leases
previously classified as operating leases:

* applying a single discount rate to a portfolio of leases with reasonably similar characteristics

* alessee may rely on its assessment of whether leases are onerous applying IAS 37 Provisions, Contingent Liabilities
and Contingent Assets immediately before the date of initial application as an alternative to performing an
impairment review. If a lessee chooses this practical expedient, the lessee shall adjust the right-of-use asset at the
date of initial application by the amount of any provision for onerous leases recognised in the statement of financial
position immediately before the date of initial application;

*  notto apply the requirements of IFRS 16 to leases for which the lease term ends within 12 months of the date of initial
application;

*  exclude initial direct costs from the measurement of the right-of-use asset at the date of initial application, and

* use hindsight, such as in determining the lease term if the contract contains options to extend or terminate the lease.

For leases that were classified as finance leases applying IAS 17, the carrying amount of the right-of-use asset and the lease
liability at the date of initial application shall be the carrying amount of the lease asset and lease liability immediately before
that date measured applying IAS 17. For those leases, a lessee shall account for the right-of-use asset and the lease liability
applying this Standard from the date of initial application. This resulted in measurement adjustments due to variable lease
payments that are based on an index or rate.

Measurement of lease liabilities on initial application
On initial application, the Group has measured the lease liability at the amount equal to the associated right-of-use asset,

adjusted by the amount of any prepaid or accrued lease payments relating to that lease recognised in the statement of financial
position as at 1 January 2018.

EUR

Future minimum lease payments in relation to non-cancellable operating leases as at 1 January 2018 131411
Discounted using the lessee’s incremental borrowing rate of at the date of initial application (3.0%) 125532
Add: finance lease liabilities recognised as at 1 January 2018 195731
Lease liability recognised in the statement of financial position as at 1 January 2018 321263

Measurement of right-of-use assets on initial application

On initial application, the Group has measured the associated right-of-use asset at the amount equal to the lease liability,
adjusted by the amount of any prepaid or accrued lease payments relating to that lease recognised in the statement of financial
position as at 1 January 2018.

EH Initialled for identification purposes only
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Due to the adjustments related to the retrospective implementation of standard IFRS 16 the long-term office area rents were
reclassified from former recognition as operating leases to finance leases and respectively the comparative periods as at
1 January 2018 and as at 31 December 2018 have been restated. The summary of respective significant accounting policies is

set out in Note 2.5.

Property, plant and
equipment

Interest-bearing loans
and borrowings (non-
current)

Interest-bearing loans
and borrowings
(current)

Operating expenses

Depreciation and
amortisation

Other expenses

Finance expense

31.12.2018 31.12.2018 01.01.2018 01.01.2018
A.S reported Restatement ‘.\S reported Restatement
in previous Restated in previous Restated
for change for change
year year
1608 955 86 270 1695225 1617 202 125532 1742 734
26 209 285 41805 26 251 090 12 716 162 81067 12 797 229
9470673 44 465 9515138 3156308 44 465 3200773
2018 2018
A.s reported Restatement
in previous Restated
for change
year
2457 602 -77 276 2 380 326
198 795 39 262 238 057
1265 0 1265
4 051 254 38014 4089 268

In summary, no other adjustments in addition to the above-described ones were made in the statement of financial position at
the date of initial application (1 January 2019) and the beginning of the earliest period presented (1 January 2018).
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2.5. Significant accounting policies

The following are the significant accounting policies applied by the Group in preparing its consolidated financial statements.
a) Basis of consolidation

The consolidated financial statements present the financial information of AS PlusPlus Capital and its subsidiaries, consolidated
on a line-by-line basis. The subsidiaries are consolidated from the date on which control is transferred to the Group, and
subsidiaries are deconsolidated from the date that control ceases.

Subsidiaries are all entities over which the Group has control. The Group controls an entity when the group is exposed to, or
has rights to variable returns from its involvement with the entity and has the ability to affect those returns through its power
over the entity.

The subsidiaries use the same accounting policies in preparing their financial statements as the parent company. All inter-
company transactions, receivables and payables and unrealised gains and losses from transactions between the Group
companies have been fully eliminated in the financial statements. Unrealised losses are not eliminated if it constitutes asset
impairment by substance.

The subsidiaries are recognized in the consolidated financial statements using the acquisition method.

The cost of a business combination accounted for using the acquisition method is allocated to the fair value of assets, liabilities
and contingent liabilities as at the date of acquisition. The difference between the cost of the acquisition and the fair value of
acquired assets, liabilities and contingent liabilities is recognised as goodwill. If fair value exceeds cost, the difference (negative
goodwill) is immediately recognised as income of the period.

Investments in subsidiaries in the separate balance sheet of the parent company

In the separate balance sheet of the parent company (presented in Note 29), the investments in subsidiaries are measured
using equity method. Dividends paid by subsidiaries are recognised at the moment when the parent company obtains the right
to these dividends.

b) Business combinations

Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as the aggregate
of the consideration transferred, which is measured at the acquisition date at fair value and the amount of any non-controlling
interest in the acquiree. For each business combination, the Group elects whether to measure the non-controlling interest in
the acquiree at fair value or at the proportionate share of the acquiree’s identifiable net assets. Acquisition-related costs are
expensed as incurred and included in operating expense.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate classification and
designation in accordance with the contractual terms, economic circumstances and pertinent conditions as at the acquisition
date.

If the business combination is achieved in stages, any previously held equity interest is remeasured at its acquisition date fair
value and any resulting gain or loss is recognised in profit or loss. It is then considered in the determination of goodwill.

Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the acquisition date. All
contingent consideration (except that which is classified as equity) is measured at fair value with the changes in fair value in
profit or loss. Contingent consideration that is classified as equity is not remeasured and subsequent settlement is accounted
for within equity.
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c) Operating revenue

Operating revenue of the Group comprise the revenue from fair value revaluations of the acquired debt receivable portfolios,
and the revenue from services provided. Revenue from fair value revaluations includes gains and losses arising from the
revaluation of debt receivables. The acquired debt portfolios are designated as at fair value through profit or loss by the Group
upon initial recognition. The acquired debt portfolios at fair value through profit or loss are remeasured to fair value at each
subsequent balance sheet date until these assets are derecognised.

The gains and losses arising from changes in fair value are included in the income statement in the period in which they occur.
Gains and losses will include both realised gains and losses arising on the disposal of these financial assets and unrealised gains
and losses arising from changes in the fair value of these assets still held.

d) Other revenue and financial income

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the revenue can be
reliably measured, regardless of when the payment is received.

Other revenue comprises of other irregular income not related to the core operations.

Revenue is measured at the fair value of the consideration received or receivable, taking into account contractually defined
terms of payment and excluding taxes or duty. The Group assesses its revenue arrangements against specific criteria in order
to determine if it is acting as principal or agent. The Group has concluded that it is acting as a principal in all of its revenue
arrangements. The following specific recognition criteria must also be met before revenue is recognised, see criteria for
dividends explained below:

Dividends
Revenue is recognised when the Group’s right to receive the payment is established, which is generally when shareholders
approve the dividends.

e) Foreign currency

The Group’s consolidated financial statements are presented in euros, which is also the parent company’s functional currency.
For each entity, the Group determines the functional currency and items included in the financial statements of each entity are
measured using that functional currency. For transaction other in euros, the European Central Bank exchange rate is used. The
Group uses the direct method of consolidation and on disposal of a foreign operation, the gain or loss that is reclassified to
profit or loss reflects the amount that arises from using this method.

f) Income tax

Parent company and subsidiaries registered in Estonia

According to the Income Tax Act, the annual profit earned by entities is not taxed in Estonia. Corporate income tax is paid on
dividends. The tax rate on (net) dividends is 20/80. Income tax arising from dividend distribution is expensed when dividends
are declared (when the liability arises).

From 2019, tax rate of 14/86 can be applied to dividend payments. The more beneficial tax rate can be used for dividend
payments in the amount of up to the average dividend payment during the three preceding years that were taxed with the tax
rate of 20/80. When calculating the average dividend payment of three preceding years, 2018 will be the first year to be taken
into account.

Subsidiaries in Finland, Latvia and Lithuania

The net profit of companies is taxed with a 20% income tax in Finland. Taxable income is calculated from the company’s profit
before income tax, adjusted in income tax returns by temporary or permanent income or expense adjustments under the
requirements of the local income tax legislation.

For Finnish subsidiary, the deferred income tax assets or liabilities are determined for all temporary differences between the
tax bases of assets and liabilities and their carrying amounts at the balance sheet date. Deferred tax assets are recognised in
the balance sheet only when it is probable that future taxable profit will be available against which the deductions can be made.

In Lithuania, the net profit of companies is taxed with a 15% income tax. Taxable income is calculated from the company’s
profit before income tax, adjusted in income tax returns by temporary or permanent income or expense adjustments under the
requirements of the local income tax legislation.
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For Lithuanian subsidiaries, the deferred income tax assets or liabilities are determined for all temporary differences between
the tax bases of assets and liabilities and their carrying amounts at the balance sheet date. Deferred tax assets are recognised
in the balance sheet only when it is probable that future taxable profit will be available against which the deductions can be
made.

In accordance with the tax law effective until 2017, profits of entities in Latvia were taxable with income tax. Therefore, until
that, deferred tax was provided for on all temporary differences arising between the tax bases of assets and liabilities of Latvian
subsidiaries and their carrying amounts in the consolidated financial statements. In accordance with the new Corporate Income
Tax Law, starting from 1 January 2018, corporate income tax with a rate of 20/80 is levied on profits arisen after 2017 only
upon their distribution. Transitional provisions of the law allow for reductions in the income tax payable on dividends, if the
entity has unused tax losses or certain provisions recognised by 31 December 2017.

Due to the new tax law, there are no longer differences between the tax bases and carrying amounts of assets and liabilities,
and hence, deferred income tax assets and liabilities no longer arise in respect of subsidiaries in Latvia. All deferred tax assets
and liabilities recognised in previous periods were derecognised in 2017 and related income tax expense/income was recorded
in the statement of profit or loss.

g) Intangible assets

Intangible assets acquired separately are measured initially at cost. The cost of intangible assets acquired in a business
combination is fair value as at the date of acquisition. Intangible assets are recognised if it is probable that future economic
benefits that are attributable to the asset will flow to the Group and the cost of asset can be measured reliably.

The useful lives of intangible assets can be either definite or indefinite.

After initial recognition intangible assets with finite lives are measured at cost less accumulated amortisation and any
accumulated impairment losses. Intangible assets are amortised on a straight-line basis over the best estimate of their useful
lives. Gains or losses arising from derecognition of an intangible asset are measured as the difference between the net disposal
proceeds and the carrying amount of the asset and are recognised in profit or loss when the asset is derecognised. Intangible
assets with finite lives are assessed for impairment whenever there is an indication that the intangible asset may be impaired.

The useful lives, residual values and amortisation method are reviewed annually to ensure that they are consistent with the
expected pattern of economic benefits.

Research and development costs
Research costs are expensed as incurred. Development expenditures on an individual project are recognized as an intangible
asset when the Group can demonstrate:

The technical feasibility of completing the intangible asset so that it will be available for use or sale,
Its intention to complete and its ability to use or sell the asset,

How the asset will generate future economic benefits,

The availability of resources to complete the asset, or

» The ability to measure reliably the expenditure during development.

YV V VYV

Following initial recognition of the development expenditure as an asset, the cost model is applied requiring the asset to be
carried at cost less any accumulated amortisation and accumulated impairment losses. Amortisation of the asset begins when
development is complete, and the asset is available for use. It is amortised over the period of expected future benefit.
Amortisation is recorded in operating expenses.

Computer software Development costs
Useful life (years) 2-10 2-10
Amortisation method straight line straight line
Internally generated or acquired acquired acquired

Computer software - the costs of acquisition of new software are capitalized and treated as an intangible asset if these costs
are not an integral part of the related hardware.

Costs incurred in order to restore or maintain the future economic benefits that the Group expects from the originally assessed
standard of performance of existing software systems are recognised as an expense when the restoration or maintenance work
is carried out.
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h) Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses.

The initial cost of property, plant and equipment comprises its purchase price, including non-refundable purchase taxes and
any directly attributable costs of bringing the asset to its working condition and location for its intended use. Expenditures
incurred after the property, plant and equipment is ready for its intended use, such as repair and maintenance costs, are

normally charged to the statement of comprehensive income in the period the costs are incurred.

Depreciation is computed on a straight-line basis over the following useful lives:

Vehicles 2-10 years,
Computers and hardware 2-10 years,
Property up to 25 years.

The useful lives, residual values and depreciation method are reviewed annually to ensure that they are consistent with the
expected pattern of economic benefits from items in property, plant and equipment. The carrying values of property, plant and
equipment are reviewed for impairment when events or changes in circumstances indicate that the carrying value may not be
recoverable.

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are expected
from its use or disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference between the net
disposal proceeds and the carrying amount of the asset) is included in the statement of comprehensive income in the year the
asset is derecognised.

i) Impairment of non-financial assets

The Group assesses, at each reporting date, whether there is an indication that an asset may be impaired. If any indication
exists, or when annual impairment testing for an asset is required, the Group estimates the asset’s recoverable amount. An
asset’s recoverable amount is the higher of an asset’s or cash-generating units (CGU) fair value less costs of disposal and its
value in use. Recoverable amount is determined for an individual asset, unless the asset does not generate cash inflows that
are largely independent of those from other assets or groups of assets. When the carrying amount of an asset or CGU exceeds
its recoverable amount, the asset is considered impaired and is written down to its recoverable amount.

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate
that reflects current market assessments of the time value of money and the risks specific to the asset. In determining fair value
less costs of disposal, recent market transactions are taken into account. If no such transactions can be identified, an
appropriate valuation model is used. These calculations are corroborated by valuation multiples or other available fair value
indicators.

The Group bases its impairment calculation on detailed budgets and forecast calculations, which are prepared separately for
each of the Group’s CGUs to which the individual assets are allocated. These budgets and forecast calculations generally cover
a period of five years. For longer periods, a long-term growth rate is calculated and applied to project future cash flows after
the fifth year.

Impairment losses are recognised in the statement of comprehensive income under financial expenses. An assessment is made
at each reporting date to determine whether there is an indication that previously recognised impairment losses no longer
exist or have decreased. If such indication exists, the Group estimates the asset’s or CGU’s recoverable amount. A previously
recognised impairment loss is reversed only if there has been a change in the assumptions used to determine the asset’s
recoverable amount since the last impairment loss was recognised. The reversal is limited so that the carrying amount of the
asset does not exceed its recoverable amount, nor exceed the carrying amount that would have been determined, net of
depreciation, had no impairment loss been recognised for the asset in prior years. Such reversal is recognised in the statement
of comprehensive income.
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j) Financial instruments
a. Investments and other financial assets
Financial instruments - key measurement terms.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. The best evidence of fair value is price in an active market.

Transaction costs are incremental costs that are directly attributable to the acquisition, issue or disposal of a financial
instrument. An incremental cost is one that would not have been incurred if the transaction had not taken place.

Amortised cost (“AC”) is the amount at which the financial instrument was recognised at initial recognition less any principal
repayments, plus accrued interest, and for financial assets less any allowance for expected credit losses. Accrued interest
includes amortisation of transaction costs deferred at initial recognition and of any premium or discount to maturity amount
using the effective interest method.

The effective interest method is a method of allocating interest income or interest expense over the relevant period, so as to
achieve a constant periodic rate of interest (effective interest rate) on the carrying amount. The effective interest rate is the
rate that exactly discounts estimated future cash payments or receipts (excluding future credit losses) through the expected
life of the financial instrument or a shorter period, if appropriate, to the gross carrying amount of the financial instrument.

The effective interest rate discounts cash flows of variable interest instruments to the next interest repricing date, except for
the premium or discount. Such premiums or discounts are amortised over the expected life of the instrument. The present
value calculation includes all fees paid or received between parties to the contract that are an integral part of the effective
interest rate. For assets that are purchased or originated credit impaired (“POCI”) at initial recognition, the effective interest
rate is adjusted for credit risk, i.e. it is calculated based on the expected cash flows on initial recognition instead of contractual
payments.

(i) Classification
The Group classifies its financial assets in the following measurement categories:

e those to be measured subsequently at fair value (either through OCI or through profit or loss); and

e those to be measured at amortised cost.

The classification depends on the Group’s business model for managing the financial assets and the contractual terms of the
cash flows. For assets measured at fair value, gains and losses will either be recorded in profit or loss or OCI. For investments
in equity instruments that are not held for trading, this will depend on whether the Group has made an irrevocable election at
the time of initial recognition to account for the equity investment at fair value through other comprehensive income (FVOCI).
The Group reclassifies debt investments when and only when its business model for managing those assets changes.

The business model reflects how the Group manages the assets in order to generate cash flows - whether the Group’s objective
is: (i) solely to collect the contractual cash flows from the assets (“hold to collect contractual cash flows”,) or (ii) to collect both
the contractual cash flows and the cash flows arising from the sale of assets (“hold to collect contractual cash flows and sell”)
or, if neither of (i) and (ii) is applicable, the financial assets are classified as part of “other” business model and measured at
FVTPL.

(ii) Recognition and derecognition

Regular way purchases and sales of financial assets are recognised on the trade date, the date on which the Group commits to
purchase or sell the asset. Financial assets are derecognised when the rights to receive cash flows from the financial assets have
expired or have been transferred and the Group has transferred substantially all the risks and rewards of ownership.

(iii) Measurement

At initial recognition, the Group measures a financial asset at its fair value plus, in the case of a financial asset not at fair value
through profit or loss (FVTPL), transaction costs that are directly attributable to the acquisition of the financial asset.
Transaction costs of financial assets carried at FVTPL are expensed in profit or loss. Financial assets with embedded derivatives
are considered in their entirety when determining whether their cash flows are solely payment of principal and interest. After
the initial recognition, an ECL allowance is recognised for financial assets measured at AC.
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Subsequent measurement of debt instruments depends on the Group’s business model for managing the asset and the cash
flow characteristics of the asset. There are three measurement categories into which the Group classifies its debt instruments:

e Amortised cost: Assets that are held for collection of contractual cash flows where those cash flows represent solely
payments of principal and interest are measured at amortised cost. Interest income from these financial assets is
included in finance income using the effective interest rate method. Any gain or loss arising on derecognition is
recognised directly in profit or loss and presented in other gains (losses) together with foreign exchange gains and
losses. Impairment losses are presented as a separate line item in the consolidated statement of profit or loss.

e  FVOCI: Assets that are held for collection of contractual cash flows and for selling the financial assets, where the
assets’ cash flows represent solely payments of principal and interest, are measured at FVOCL. Movements in the
carrying amount are taken through OCI, except for the recognition of impairment gains or losses, interest income and
foreign exchange gains and losses, which are recognised in profit or loss. When the financial asset is derecognised,
the cumulative gain or loss previously recognised in OCl is reclassified from equity to profit or loss and recognised in
other gains (losses). Interest income from these financial assets is included in finance income using the effective
interest rate method. Foreign exchange gains and losses are presented in other gains (losses) and impairment
expenses are presented as a separate line item in the consolidated statement of profit or loss.

e  FVTPL: Assets that do not meet the criteria for amortised cost or FVOCI are measured at FVTPL. A gain or loss on a
debt investment that is subsequently measured at FVTPL is recognised in profit or loss and is presented net within
other gains (losses) in the period in which it arises.

The Group has no equity investments at fair value.

Financial assets - classification and subsequent measurement - cash flow characteristics

Where the business model is to hold assets to collect contractual cash flows or to hold contractual cash flows and sell, the Group
assesses whether the cash flows represent solely payments of principal and interest (“SPPI”). Financial assets with embedded
derivatives are considered in their entirety when determining whether their cash flows are consistent with the SPPI feature. In
making this assessment, the Group considers whether the contractual cash flows are consistent with a basic lending
arrangement, i.e. interest includes only consideration for credit risk, time value of money, other basic lending risks and profit
margin.

Where the contractual terms introduce exposure to risk or volatility that is inconsistent with a basic lending arrangement, the
financial asset is classified and measured at FVTPL. The SPPI assessment is performed on initial recognition of an asset and it
is not subsequently reassessed.

Changes in the fair value of financial assets at FVTPL are recognised in net change in fair value of financial instruments at fair
value through profit or loss. Impairment losses (and reversal of impairment losses) on equity investments measured at FVOCI
are not reported separately from other changes in fair value.

Financial assets - reclassification
Financial instruments are reclassified only when the business model for managing the portfolio as a whole changes.

Financial assets impairment - credit loss allowance for ECL

The Group assesses, on a forward-looking basis, the ECL for debt instruments measured at AC and FVOCI and for the exposures
arising from loan commitments and financial guarantee contracts. The Group measures ECL and recognises credit loss
allowance at each reporting date. The measurement of ECL reflects: (i) an unbiased and probability weighted amount that is
determined by evaluating a range of possible outcomes, (ii) time value of money and (iii) all reasonable and supportable
information that is available without undue cost and effort at the end of each reporting period about past events, current
conditions and forecasts of future conditions.

Debt instruments measured at AC are presented in the consolidated statement of financial position net of the allowance for
ECL.

The Group applies a three-stage model for impairment, based on changes in credit quality since initial recognition. A financial
instrument that is not credit-impaired on initial recognition is classified in Stage 1. Financial assets in Stage 1 have their ECL
measured at an amount equal to the portion of lifetime ECL that results from default events possible within the next 12 months
or until contractual maturity, if shorter (“12 Months ECL”). If the Group identifies a significant increase in credit risk (“SICR”)
since initial recognition, the asset is transferred to Stage 2 and its ECL is measured based on ECL on a lifetime basis, that is, up
until contractual maturity but considering expected prepayments, if any (“Lifetime ECL”). If the Group determines that a

EH Initialled for identification purposes only

pwc nitals - S-  Date 20.04.0020| 21




AS PlusPlus Capital Consolidated Annual Report 2019

financial asset is credit-impaired, the asset is transferred to Stage 3 and its ECL is measured as a Lifetime ECL. For financial
assets that are purchased or originated credit-impaired (“POCI Assets”), the ECL is always measured as a Lifetime ECL.

Financial assets - write-off
Financial assets are written-off, in whole or in part, when the Group exhausted all practical recovery efforts and has concluded
that there is no reasonable expectation of recovery. The write-off represents a derecognition event.

Financial assets - derecognition

The Group derecognises financial assets when (a) the assets are redeemed or the rights to cash flows from the assets otherwise
expired or (b) the Group has transferred the rights to the cash flows from the financial assets or entered into a qualifying pass-
through arrangement while (i) also transferring substantially all risks and rewards of ownership of the assets or (ii) neither
transferring nor retaining substantially all risks and rewards of ownership, but not retaining control. Control is retained if the
counterparty does not have the practical ability to sell the asset in its entirety to an unrelated third party without needing to
impose restrictions on the sale.

Financial assets - modification
The Group sometimes renegotiates or otherwise modifies the contractual terms of the financial assets.

If the modified terms are substantially different, the rights to cash flows from the original asset expire and the Group
derecognises the original financial asset and recognises a new asset at its fair value.

(iv) Impairment

From 1 January 2018, the Group assesses on a forward-looking basis the expected credit losses associated with its debt
instruments carried at amortised cost and FVOCI. The impairment methodology applied depends on whether there has been a
significant increase in credit risk.

The Group'’s financial assets are subject to the expected credit loss model.

For trade receivables, the Group applies the simplified approach permitted by IFRS 9, which requires expected lifetime losses
to be recognised from initial recognition of the receivables.

The expected loss rates are based on the payment profiles of sales over a period of 36 months before 31 December 2019 or
1 January 2019, respectively, and the corresponding historical credit losses experienced within this period. The historical loss
rates are adjusted to reflect current and forward-looking information on macroeconomic factors affecting the liability of the
customer to settle the receivable. Such forward-looking information would include:

» changes in economic, regulatory, technological and environmental factors, (such as industry outlook, GDP,
employment and politics); and
»  external market indicators.

Trade receivables are written off when there is no reasonable expectation of recovery. Indicators that there is no reasonable
expectation of recovery include, among others, the probability of insolvency or significant financial difficulties of the debtor.
Impaired debts are derecognised when they are assessed as uncollectible. Debt investment and other instruments are
considered to be low credit risk when they have a low risk of default and the issuer has a strong capacity to meet its contractual
cash flow obligations in the near term. The impairment charge for debt investments at FVOCI is recognised in profit or loss and
reduces the fair value loss otherwise recognised in OCI.

b. Trade receivables

Trade receivables are recognised initially at fair value and subsequently are measured at amortised cost using the effective
interest method, less impairment provision. The Group holds the trade receivables with the objective to collect the contractual
cash flows.

c. Financial liabilities

The Group recognises a financial liability when it first becomes a party to the contractual rights and obligations in the contract.
All financial liabilities are initially recognised at fair value, minus (in the case of a financial liability that is not at FVTPL)
transaction costs that are directly attributable to issuing the financial liability. Financial liabilities are measured at amortised
cost, unless the Group opted to measure a liability at FVTPL. A financial liability is derecognised when the obligation under the
liability is discharged or cancelled or expires. All loans and borrowings are initially recognized initially at fair value less directly
attributable transaction costs. After initial recognition, interest bearing loans and borrowings are subsequently measured at
amortised cost using the effective interest method. Financial liabilities included in trade and other payables are recognised
initially at fair value and subsequently at amortised cost. The fair value of a non-interest-bearing liability is its discounted
repayment amount. If the due date of the liability is less than one year, discounting is omitted.
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d. Cash and cash equivalents

Cash and cash equivalents include cash on hand, deposits held at call with financial institutions, other short-term, highly liquid
investments with original maturities of three months or less that are readily convertible into known amounts of cash and which
are subject to an insignificant risk of change in value, and bank overdrafts. Bank overdrafts are shown within borrowings in
current liabilities in the consolidated statement of financial position.

d. Acquired debt receivable portfolios
A financial asset that is a debt instrument is classified as subsequently measured at amortised cost, fair value through other
comprehensive income (FVOCI) or fair value through profit and loss (FVTPL), by assessing:

»  The contractual cash flow characteristics of the financial asset, and
» The business model for managing the financial asset.

Assessment of the contractual cash flow characteristics involved analysis, whether the contractual cash flows of the financial
asset represent solely payments of principal and interest (SPPI). ‘Principal’ is defined as the fair value of the financial asset at
initial recognition. ‘Interest’ consists of consideration for the time value of money, for the credit risk associated with the
principal amount outstanding, and for other basic lending risks (for example, liquidity risk) and costs (for example, servicing
or administrative costs) associated with holding a financial asset for a period of time, as well as a profit margin. These are
consistent with features of a basic lending arrangement. Considering that the Group acquires terminated private consumer
debt claims and similar assets, the Group management assesses that all these debts meet the SPPI test conditions.

For debt investments that meet the SPPI test criteria, the accounting policy is determined as follows:

» The business model for a portfolio of financial assets is to manage it and evaluate its performance on a fair value basis,
and as the Group is primarily focused on fair value information and uses that information to assess the assets’
performance and makes decisions, those portfolios are measured at FVTPL. The requirements regarding the
documents and policies to demonstrate such a business model are similar to those in IAS 39, as described below in
section Accounting under IAS 39, Financial instruments: Recognition and Measurement.

The Group’s business model is determined to meet the designation criteria under IAS 39 (as explained above) and thus also
under IFRS 9, the debt receivable portfolios are classified as voluntary designation to FVTPL.

The Group'’s financial assets are classified as financial assets at fair value through profit or loss. All purchases and sales of
financial assets are recognised on the trade date. When financial assets are recognised initially, they are measured at fair value,
plus, in the case of investments not at fair value through profit or loss, directly attributable transaction costs.

Financial assets at fair value through profit or loss, FVTPL

The category of financial assets at fair value through profit or loss includes acquired debt receivable portfolios that are
designated as at fair value through profit or loss by the entity upon initial recognition. According to IFRS 9, an entity may use
this designation when doing so results in more relevant information, because the group of financial assets is managed and its
performance is evaluated on a fair value basis, in accordance with a documented risk management and investment strategy,
and information about the group is provided internally on that basis to the entity's key management personnel.

The Group measures debt receivables at fair value at each balance sheet date. Fair value related disclosures are summarised in
Note 3 “Financial risk management” and Note 9 “Acquired debt receivable portfolios”.

Change in fair value of acquired debt receivable portfolios includes gains and losses arising from the fair value revaluation of
acquired debt receivable portfolios. The acquired debt receivable portfolios are designated as at fair value through profit or
loss by the Group upon initial recognition. The acquired debt receivable portfolios at fair value through profit or loss are
remeasured to fair value at each subsequent balance sheet date until these assets are derecognised.

The gains and losses arising from changes in fair value are included in the income statement in the period in which they occur.
Gains and losses will include both realised gains and losses arising on the disposal of these financial assets and unrealised gains
and losses arising from changes in the fair value of these assets still held.
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Derecognition of financial assets
A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is derecognised
when:
»  The rights to receive cash flows from the asset have expired.
»  The Group retains the right to receive cash flows from the asset but has assumed an obligation to pay them in full
without material delay to a third party under a ‘pass through’ arrangement.
»  The Group has transferred its rights to receive cash flows from the asset and either (a) has transferred substantially
all the risks and rewards of the asset, or (b) has neither transferred nor retained substantially all the risks and rewards
of the asset but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset and has neither transferred nor retained
substantially all the risks and rewards of the asset nor transferred control of the asset, the asset is recognised to the extent of
the Group’s continuing involvement in the asset. Continuing involvement that takes the form of a guarantee over the transferred
asset is measured at the lower of the original carrying amount of the asset and the maximum amount of consideration that the
Group could be required to repay.

Loans and advances to customers

Loans and advances to customers are recorded when the Group advances money to purchase or originate a loan due from a
customer. Based on the business model and the cash flow characteristics, the Group classifies loans and advances to customers
into one of the following measurement categories: (i) AC: loans that are held for collection of contractual cash flows and those
cash flows represent SPPI and loans that are not voluntarily designated at FVTPL, and (ii) FVTPL: loans that do not meet the
SPPI test or other criteria for AC or FVOCI are measured at FVTPL. Impairment allowances are determined based on the
forward-looking ECL models.

Goodwill

Goodwill is carried at cost less accumulated impairment losses, if any. The Group tests goodwill for impairment at least annually
and whenever there are indications that goodwill may be impaired. Goodwill is allocated to the cash-generating units, or groups
of cash-generating units, that are expected to benefit from the synergies of the business combination. Such units or group of
units represent the lowest level at which the Group monitors goodwill, and are not larger than an operating segment. Gains or
losses on disposal of an operation within a cash generating unit to which goodwill has been allocated include the carrying
amount of goodwill associated with the disposed operation, generally measured on the basis of the relative values of the
disposed operation and the portion of the cash-generating unit which is retained.

Interest income and expense recognition

Interest income and expense are recorded for all debt instruments on an accrual basis using the effective interest method. This
method defers, as part of interest income or expense, all fees paid or received between the parties to the contract that are an
integral part of the effective interest rate, transaction costs and all other premiums or discounts.

Fees integral to the effective interest rate include origination fees received or paid by the entity relating to the creation or
acquisition of a financial asset or issuance of a financial liability, for example fees for evaluating creditworthiness, evaluating
and recording guarantees or collateral, negotiating the terms of the instrument and for processing transaction documents.
Commitment fees received by the Group to originate loans at market interest rates are integral to the effective interest rate if
itis probable that the Group will enter into a specific lending arrangement and does not expect to sell the resulting loan shortly
after origination. The Group does not designate loan commitments as financial liabilities at FVTPL.

For financial assets that are originated or purchased credit-impaired, the effective interest rate is the rate that discounts the
expected cash flows (including the initial expected credit losses) to the fair value on initial recognition (normally represented
by the purchase price). As a result, the effective interest is credit-adjusted.

Interest income is calculated by applying the effective interest rate to the gross carrying amount of financial assets, except for
(i) financial assets that have become credit impaired (Stage 3), for which interest revenue is calculated by applying the effective
interest rate to their AC, net of the ECL provision, and (ii) financial assets that are purchased or originated credit impaired, for
which the original credit-adjusted effective interest rate is applied to the AC.
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k) Subordinated convertible loans

The subordinated convertible loans represent compound financial instrument that from the issuer’s perspective, contain both
a liability and an equity component. According to IAS 32 (IAS 32.28 - 32.31), the Company recognises (see also Note 15):

(1) afinancial liability to reflect the obligation to transfer cash for repayment of nominal amount and interest, and
(2) equity component for the conversion option granted.

On initial recognition, the Company first measures the liability component of the compound instrument at its fair value. The
equity component is measured as the residual amount that results from deducting the fair value of the liability component from
the initial carrying amount of the instrument as a whole. This method is consistent with the requirements for initial
measurement of a financial liability in IFRS 9, and the definitions in IAS 32 and the framework of an equity instrument as a
residual interest.

The initial classification of the liability and equity components is not revised as a result of a change in the likelihood that a
conversion option will be exercised, even when the option’s exercise might appear to have become economically advantageous
to some holders. The entity’s contractual obligation to make future payments remains outstanding until it is extinguished
through conversion, the instrument’s maturity or some other transaction that may eventually occur within the contracts.

Subsequently, the liability is measured at amortised cost in accordance with IFRS 9.4.2.1. The effective interest rate is the same
rate as was used for discounting to determine the fair value of the liability at recognition. The equity component is excluded
from the scope of IFRS 9, and it is not remeasured after initial recognition.

1) Leases

The Group is as lessee in all lease agreements. The Group leases offices, machinery and equipment, vehicles. At inception of a
contract, the Group assesses whether the contract is, or contains, a lease. A contract is, or contains, a lease if the contract
conveys the right to control the use of an identified asset for a period of time in exchange for consideration.

The Group determines the lease term as the non-cancellable period of a lease, together with both periods covered by an option
to extend the lease if the lessee is reasonably certain to exercise that option; and periods covered by an option to terminate the
lease if the lessee is reasonably certain not to exercise that option. A lessee reassesses whether it is reasonably certain to
exercise an extension option, or not to exercise a termination option, upon the occurrence of either a significant event or a
significant change in circumstances that is within the control of the lessee; and affects whether the lessee is reasonably certain
to exercise an option not previously included in its determination of the lease term, or not to exercise an option previously
included in its determination of the lease term. The Group revises the lease term if there is a change in the non-cancellable
period of a lease.

Initial measurement
At the commencement date, a lessee shall recognise a right-of-use asset and a lease liability.
At the commencement date, a lessee shall measure the right-of-use asset at cost.

The cost of the right-of-use asset shall comprise:

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

* any lease payments made at or before the commencement date, less any lease incentives received;

* any initial direct costs incurred by the lessee;

* an estimate of costs to be incurred by the lessee in dismantling and removing the underlying asset, restoring the site

on which it is located or restoring the underlying asset to the condition required by the terms and conditions of the
lease.

Right-of-use asset is recorded on the separate line in the statement of financial position.

At the commencement date, the Group measures the lease liability at the present value of the lease payments that are not paid
at that date. The lease payments shall be discounted using the interest rate implicit in the lease, if that rate can be readily
determined. If that rate cannot be readily determined, the lessee shall use the lessee's incremental borrowing rate, being the
rate that the individual lessee would have to pay to borrow the funds necessary to obtain an asset of similar value to the right-
of-use asset in a similar economic environment with similar terms, security and conditions.
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To determine the incremental borrowing rate, the Group:

*  where possible, uses recent third-party financing received by the individual lessee as a starting point, adjusted to
reflect changes in financing conditions since third party financing was received;

*  uses a build-up approach that starts with the average interest margin of the industry adjusted with the credit risk of
the group;
* makes adjustments specific to the lease, eg lease term, country, currency and security.

At the commencement date, the lease payments included in the measurement of the lease liability comprise the following
payments for the right to use the underlying asset during the lease term that are not paid at the commencement date:

(a) fixed payments, less any lease incentives receivable;

(b) variable lease payments that depend on an index or a rate, initially measured using the index or rate as at the
commencement date. Variable lease payments that depend on an index or a rate include, for example, payments linked to a
consumer price index, payments linked to a benchmark interest rate (such as LIBOR) or payments that vary to reflect changes
in market rental rates;

(c) amounts expected to be payable by the lessee under residual value guarantees;

(d) the exercise price of a purchase option if the lessee is reasonably certain to exercise that option; and

(e) payments of penalties for terminating the lease, if the lease term reflects the lessee exercising an option to terminate the
lease.

For a contract that contains a lease component and one or more additional non-lease components. As a practical expedient, a
lessee may elect, by class of underlying asset, not to separate non-lease components from lease components, and instead
account for each lease component and any associated non-lease components as a single lease component.

Subsequent measurement

After the commencement date, a lessee measures the right-of-use asset applying a cost model. To apply a cost model, a lessee
measures the right-of-use asset at cost less any accumulated depreciation and any accumulated impairment losses and adjusted
for any remeasurement of the lease liability. Right-of-use assets are generally depreciated over the shorter of the asset's useful
life and the lease term on a straight-line basis. If the lease transfers ownership of the underlying asset to the lessee by the end
of the lease term or if the cost of the right-of-use asset reflects that the lessee will exercise a purchase option, the lessee shall
depreciate the right-of-use asset from the commencement date to the end of the useful life of the underlying asset. Otherwise,
the lessee shall depreciate the right-of-use asset from the commencement date to the earlier of the end of the useful life of the
right-of-use asset or the end of the lease term.

After the commencement date, a lessee shall measure the lease liability by:

a) increasing the carrying amount to reflect interest on the lease liability;

b) reducing the carrying amount to reflect the lease payments made; and

¢) remeasuring the carrying amount to reflect any reassessment or lease modifications or to reflect revised in-substance fixed
lease payments.

Interest on the lease liability in each period during the lease term shall be the amount that produces a constant periodic rate of
interest on the remaining balance of the lease liability. After the commencement date, a lessee recognises in profit or loss
interest on the lease liability and variable lease payments not included in the measurement of the lease liability in the period
in which the event or condition that triggers those payments occurs.

If there are changes in lease payments, there may be needed to remeasure the lease liability. A lessee shall recognise the amount
of the remeasurement of the lease liability as an adjustment to the right-of-use asset. However, if the carrying amount of the
right-of-use asset is reduced to zero and there is a further reduction in the measurement of the lease liability, a lessee shall
recognise any remaining amount of the remeasurement in profit or loss.

A lessee shall remeasure the lease liability by discounting the revised lease payments using a revised discount rate, if either:

(a) there is a change in the lease term. A lessee shall determine the revised lease payments on the basis of the revised lease
term; or

(b) there is a change in the assessment of an option to purchase the underlying asset. A lessee shall determine the revised lease
payments to reflect the change in amounts payable under the purchase option.
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A lessee shall remeasure the lease liability by discounting the revised lease payments, if either:

a) here is a change in the amounts expected to be payable under a residual value guarantee. A lessee shall determine the
revised lease payments to reflect the change in amounts expected to be payable under the residual value guarantee.

b) there is a change in future lease payments resulting from a change in an index or a rate used to determine those
payments, including for example a change to reflect changes in market rental rates following a market rent review. The
lessee shall remeasure the lease liability to reflect those revised lease payments only when there is a change in the cash
flows (ie when the adjustment to the lease payments takes effect). A lessee shall determine the revised lease payments for
the remainder of the lease term based on the revised contractual payments. The lessee shall use an unchanged discount
rate, unless the change in lease payments results from a change in floating interest rates.

A lessee shall account for a lease modification as a separate lease if both: (a) the modification increases the scope of the lease
by adding the right to use one or more underlying assets; and (b) the consideration for the lease increases by an amount
commensurate with the stand-alone price for the increase in scope and any appropriate adjustments to that stand-alone price
to reflect the circumstances of the particular contract.

The Group has elected not to apply the requirements of IFRS 16 to short-term leases and leases for which the underlying asset
is of low value. Payments associated with short-term leases and all leases of low-value assets are recognised on a straight-line
basis as an expense in profit or loss. Short-term leases are leases with a lease term of 12 months or less. Low-value assets
comprise of IT equipment.

Leases - accounting principles until 31 December 2018

Finance and operating lease obligations

A finance lease is a lease that transfers all significant risks and rewards of ownership to the lessee. An operating lease is a lease
other than a finance lease.

The Group as a lessor
Assets leased out under operating leases are carried in the statement of financial position analogously to other assets.
Operating lease payments are recognised in income on a straight-line basis over the lease term.

The Group as a lessee

Finance leases that transfer to the Group substantially all the risks and benefits incidental to ownership of the leased item, are
capitalized at the commencement of the lease at the fair value of the leased property or, if lower, at the present value of the
minimum lease payments. Lease payments are apportioned between finance charges and reduction of the lease liability so as
to achieve a constant rate of interest on the remaining balance of the liability. Finance charges are recognized in finance costs
in the income statement. A leased asset is depreciated over the useful life of the asset. However, if there is no reasonable
certainty that the Group will obtain ownership by the end of the lease term, the asset is depreciated over the shorter of the
estimated useful life of the asset and the lease term.

Operating lease payments are expensed on a straight-line basis over the lease term. The amount of future minimum lease
payments under non-cancellable operating leases is determined based on the non-cancellable periods of the contracts.

m) Contingent liabilities

Contingent liabilities are not recognised in the financial statements, except for contingent liabilities associated with business
combinations. They are disclosed unless the possibility of an outflow of resources embodying economic benefits is remote.
A contingent asset is not recognised in the financial statements but disclosed when an inflow of economic benefits is probable.

n) Share capital

According to the Commercial Code of the Republic of Estonia, at least 5% of net profit is entered in the legal reserve each year
until the legal reserve accounts for at least 10% of share capital if so determined in the articles of association of an entity. The
legal reserve may not be paid out as dividends, but it may be used to cover loss if losses cannot be covered from available equity.
The legal reserve may be also used to increase share capital.
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o) Subsequent events

Subsequent events that provide additional information about the Group’s position at the reporting date (adjusting events) are
reflected in the financial statements. Subsequent events that are not adjusting events are disclosed in the notes when material.

p) Related parties

Persons and entities are considered as related parties for preparation of current annual report, if a person (or a close
member of that person’s family) or entity is related to the reporting entity by:

)] having control or joint control over the reporting entity,

(i) having significant influence over the reporting entity, or

(ili)  being a member of the key management personnel of the reporting entity, or of a parent of the
reporting entity.

q) Fair value measurement of acquired debt receivable portfolios

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. The fair value measurement is based on the presumption that the transaction to
sell the asset or transfer the liability takes place either:

» In the principal market for the asset or liability, or
» In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible by the Group.

See Note 3 “Financial risk management” chapter “Fair value” for detailed description of the fair value evaluation model used
for recognition and measurement of the acquired debt receivable portfolios.

The fair value of an asset or a liability is measured using the assumptions that market participants would use when pricing the
asset or liability, assuming that market participants act in their economic best interest. A fair value measurement of a non-
financial asset takes into account a market participant's ability to generate economic benefits from the asset’s highest and best
use or by selling it to another market participant that would utilise the asset in its highest and best use. The Group uses
valuation techniques that are appropriate in the circumstances and for which sufficient data are available to measure fair value,
maximising the use of relevant observable inputs and minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised within the fair
value hierarchy. This is described, as follows, based on the lowest level input that is significant to the fair value measurement
as a whole:

» Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities,

» Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is
directly or indirectly observable,

» Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is
unobservable.

For assets and liabilities that are recognised in the financial information at fair value on a recurring basis, the Group determines
whether transfers have occurred between levels in the hierarchy by re-assessing categorisation (based on the lowest level
input that is significant to the fair value measurement as a whole) at the end of each reporting period.

For the purpose of fair value disclosures, the Group has determined classes of assets and liabilities on the basis of the nature,
characteristics and risks of the asset or liability and the level of the fair value hierarchy, as explained above.

The Group’s principal financial instruments carried at fair value are the acquired debt receivable portfolios. Please refer to
Note 3 “Financial risk management” and Note 9 “Acquired debt receivable portfolios” for more details.
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3. Financial risk management

The Group’s principal financial liabilities comprise loans and borrowings, trade and other payables. The main purpose of these
financial liabilities is to finance the Group’s operations. The Group’s principal financial assets include debt receivables,
prepayments and other receivables, and cash and short-term deposits that derive directly from its operations.

The Group is exposed to market risk, credit risk and liquidity risk. The Group’s senior management (management board)
oversees the management of these risks. The Group’s senior management is supported by internal financial management
function that advises on financial risks and the appropriate financial risk governance framework for the Group. Internal
financial management function under governance of Group’s CFO reviews and agrees policies for managing each of these risks,
which are summarised below.

Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market prices. Market risk comprises mainly of interest rate risk. Financial instruments affected by market risk include loans
and borrowings. The sensitivity analyses in the following sections relate to the position as at 31 December 2019,
31 December 2018 and 1 January 2018.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes
in market interest rates. The Group’s exposure to the risk of changes in market interest rates relates primarily to the Group’s
long-term debt obligations with floating interest rates. The Group manages its interest rate risk by having a balanced portfolio
of fixed and variable rate loans and borrowings raised.

As of 31 December 2019, 31 December 2018 and 1 January 2018 the Group had following interest-bearing loan obligations
with variable interest rates from which the interest rate risk would arise:

As at Note 31.12.2019 31.12.2018 01.01.2018
Bank loans 18 633703 676 181 1010839
Leases 18 153 407 194 684 195 732
Total (Note 18) 787 110 870 865 1206571

Other interest-bearing loans have fixed interest rates.

Interest rate sensitivity

The following sensitivity analysis gives an overview of the effect on income statement if the interest rate of floating rate
financial liabilities would change 1 basis points, which is 1%. In case Euribor rate is below 0%, then it is considered as equal to
0%, but for Euribor rate fluctuations above 0% the Euribor rate change effect is as described below:

Increase/ decrease in basis points Effect of profit before tax
31.12.2019 +1% 8290
-1% -8 290
31.12.2018 +1% 10 387
-1% -10 387
01.01.2018 +1% 10 087
-1% -10 087
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Credit risk

Creditrisk s the risk that a counterparty will not meet its obligations under a financial instrument or customer contract, leading
to a financial loss. The Group is exposed to credit risk from its operating activities (primarily debt receivables) and from its
financing activities, including deposits with banks and financial institutions and other financial instruments. Debt receivables
credit risk is managed by internal financial management function, risks are continuously managed in accordance with internal
risk management policies.

The carrying amount of debt and other receivables and cash balances represents the maximum credit exposure risk at the
reporting date.

Note 31.12.2019 31.12.2018 1.01.2018

Cash and cash equivalents 13 706 899 6 503 465 1356 865
Trade and other receivables 12 852131 987 650 624 211
Loans and advances to customers 10,11 3762701 300 000 0
Acquired debt receivable portfolios 9 74 033 455 42177 530 22 382 455
79 355 186 49 968 645 24 363 531

The bank account balances presented as part of the cash and cash equivalents of the Group are divided according to the credit
ratings of banks (Moody’s long-term) as follows:

Rating Note 31.12.2019 31.12.2018 1.01.2018
Aa2 420 434 6317 221 1278252
Baal 46 062 88 638 48 010
Aa3 70 387 21560 2124
Bal 25121 11276 10 365
Total 13 562 004 6438 695 1338751

The Group management assesses that there is no need for an impairment for cash and cash equivalents because the Group
holds its liquid assets in banks with very good ratings. Trade and other receivables are originated from ordinary operating
activities and no significant impairment risks are considered by Group management for these balances.

In relation with the credit risks of the Group we have considered the outbreak of the COVID-19 (Coronavirus) pandemic and
its current and future potential effects on the Group. As the situation is still developing, management considers it impracticable
to provide a quantitative estimate of the potential impact of this outbreak on the Group.

However, the management of the Group estimates that in short-term (within 12 months since composition of the current
annual report) the impact on Group’s cash-flows could be significant and the potential effect on the fair value of the acquired
debt receivable portfolios could be within the value ranges of the sensitivity analysis disclosed in Note 3.

For further details please refer also to the Notes 18 and 28 below.
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Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial liabilities as they fall due. The Group’s approach to
managing liquidity is to ensure, that it will always have sufficient liquidity to meet its liabilities when due. To avoid liquidity
risk, management concludes detailed cash flow prognoses and plans carefully the timing of investments. The table below
analyses the Group’s financial liabilities into relevant maturity groupings based on the settlement terms. The amounts disclosed
in the table below are shown at the carrying amounts because they do not differ materially from the discounted amounts.

As at Liability Note Less than From TOTAL
lyear 1to5years
31.12.2019 Loans and borrowings 18 33360233 30 589 554 63 949 787
Subordinated convertible loans 15 660 072 7 732 196 8392 268
Trade and other payables 17 922993 0 922993
Lease liabilities 18 148 526 320490 469 016
31.12.2018 Loans and borrowings 18 13485097 30038339 43523436
Subordinated convertible loans 15 631 056 7 954 094 8 585150
Trade and other payables 17 596 933 0 596 933
Lease liabilities 18 86 400 199 421 285 821
01.01.2018 Loans and borrowings 18 4731994 14 125400 18 857 394
Subordinated convertible loans 15 440 000 5595150 6 035150
Trade and other payables 17 503133 0 503 133
Lease liabilities 18 87976 238180 326 156

As at 31 December 2019 the current liabilities of the Group exceed current assets by EUR 10.4 million (current ratio is 0.64),
which is in accordance with the long-term financing strategy of the Group. Long-term loans and bonds, which are maturing at
year-end 2020, are planned to be repaid and refinanced according to the terms to be agreed with the investors.

In relation with the liquidity risks of the Group we have considered the outbreak of the COVID-19 (Coronavirus) pandemic and
its current and future potential effects on the Group. As the situation is still developing, management considers it impracticable
to provide a quantitative estimate of the potential impact of this outbreak on the Group.

However, the management of the Group considers that in short-term, during the twelve months since balance sheet date of the
current financial statements, the proceeds from portfolios and the loan servicing ability of loan customers may be suffered,
which results in higher liquidity risks and may affect correspondingly the terms of financial liabilities restructuring and fund-
raising.

Capital management

The primary objective of the Group’s capital management is to ensure that the Group maintains its credit rating and equity
ratios, in order to support the Group's business activities and maximize shareholder value. The Group's capital includes
borrowings and equity. No changes were made in the objectives, policies or processes for managing capital during the years
ended 31 December 2019 and 2018.

The Group monitors the equity ratio calculated by dividing equity by total assets, target is to keep the ratio above 30%. The
Group’s equity includes issued share capital, legal reserve, subordinated convertible loan (see Note 15) and retained earnings.

31.12.2019 31.12.2018 1.01.2018
Total equity* 25631871 15737 406 9759115
Total assets 82 405 884 52285531 26370 632
Capital Ratio 31.10% 30.10% 37.01%

*Subordinated convertible loans are considered as equity for financial ratios, according to contractual terms
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Fair value

The Group’s principal financial instruments carried at fair value are acquired debt receivable portfolios. The internal fair value
model and fair value process is based on significant estimations made by the PlusPlus management.

The recognition and measurement of the acquired debt receivable portfolios is in accordance with requirements of IFRS 9
(2017:1AS 39) and IFRS 13, including among others the following:

o Upon initial recognition the acquired debt receivable portfolios are designated by the Group as at fair value
through profit or loss.

o The acquired debt receivable portfolios are managed and their performance is evaluated on a fair value basis, in
accordance with the Group documented risk management or investment strategy.

o Information about the acquired debt receivable portfolios is provided internally on that basis to the Group's key
management personnel, and among others to the entity's board of directors and chief executive officer (CEO).

o  Targets and motivation system is based on fair value info.

o Direct indicators, financial information, investor information, significant financial ratios are calculated, and
decisions made in operating activities based on fair value info of acquired debt receivable portfolios.

o Group risk management and investment strategy supports the justifications for recognition and
measurement of acquired debt receivable portfolios at fair value through profit and loss.

The debt receivables are acquired by the Group by portfolios comprising of several debt receivables bearing similar features,
such as type, amount, or age of debt, or other characteristics. Subsequently the acquired debt receivables are managed and
recognised by portfolios.

Each of the acquired debt portfolios consists of several (hundreds or thousands) of single debt receivables or claims. The
acquired debt receivable portfolios are designated as at fair value through profit or loss by the Group upon initial recognition.
Subsequently the acquired debts receivables are managed and their performance is evaluated by portfolios on a fair value basis,
in accordance with the documented risk management and investment strategy of the Group.

The acquired debt receivable portfolios at fair value through profit or loss are remeasured to fair value at each subsequent
balance sheet date until these assets are derecognised. The gains and losses arising from changes in fair value are included in
the income statement in the period in which they occur. Gains and losses will include both realised gains and losses arising on
the disposal of these financial assets and unrealised gains and losses arising from changes in the fair value of these assets still
held.

The subsequent fair value evaluation model is based on discounted cash flow (DCF) forecast analysis by the acquired debt
portfolios. At each balance sheet date management prepares estimated remaining collection (ERC) forecast by portfolios. The
ERC forecast is analysed according to internal fair value model and is based on significant estimations made by PlusPlus
management for timing and amount and probability of expected remaining collections. The ERC is allocated over the residual
lifetime of each portfolio. The expected collection periods vary by characteristics of the portfolios. The total amount of expected
remaining collection at period end is allocated over the expected collection future periods by collection curves specific to the
individual portfolios or group of portfolios with similar characteristics. The collection curves are developed based on historical
experience with similar portfolios and adjusted by the current strategy applied on management of portfolios. Based on the
collection curves the timing of expected remaining collection is allocated over periods. ERC of majority of portfolios is
periodized over 60- to 120-month periods since balance sheet date. Until 2018 the Entity used yearly summarised cash-flow
projections, and since 2019 monthly cash-flow projections. Estimated positive effect to the net present value of discounted
cash-flows based on the new more precise calculation method of is 4% approximately.

The Group has used the weighted average discount rate, which is developed based on specifics of each single acquired debt
receivable portfolios, as the basis for development of the applicable discount rate for fair value analysis of debt portfolios under
DCF method. The discount rate analysis is performed regularly at balance sheet dates (at quarterly interim reporting dates and
at year-ends). The input data for fair value model are periodically reviewed and adjusted according to the changes in relevant
estimates and the changes in economic and legal environment where the Group operates.

The collection curves used for periodization of ERC are reviewed periodically at each balance sheet date based on back-testing
of existing portfolios and considering changes in input data affecting the valuation model. The back-testing consist of analytical
comparison of the historical ERC assessments with the actually realised ERC increase and cash collected. The back-testing
analysis results are used for improvement of preciseness of forecasts of ERC (amounts, probability and timing).
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The input information comprises considerations related to ERC amounts (portfolio management strategy and legislative
proceedings affecting the ERC quantitative development), probability (detailed structure of each single portfolio, economical
and legislative environment, historical experience with similar portfolios) and timing (legislative requirements, expected
timing for selected strategical proceedings, historical experience with similar portfolios). For specific portfolios different
curves can be used based on their characteristics (based on industry, country, vintage etc specific characteristics of a single
portfolio). The cash collection curves are applied continuously over the portfolio lifetime. When the collections of a specific
debt portfolio are expected to continue also after the initially set 10-year period, then the collection curve is rolled forward
until the end of expected cash flows from this specific debt portfolio. For specific portfolios shorter periods can be used also
when justified, for example by closing lifetime, justified shorter collection period estimations, or by specific features of the debt
receivables in portfolio.

At balance sheet date, the Group finds the expected amount of collection of the debt receivables in the acquired portfolio over
the lifetime of the claims by the categories and using the coefficient equalling to the probability of default (PD) x loss given
default (LGD) - (PD x LGD). The following six categories are used: payment schedules, legal proceedings, bailiff proceedings,
debt collection in progress, unstructured fresh portfolios, and other proceedings. Each category comprises several specific
statuses according to the stage of each single debt receivable claim in portfolio according to management proceedings applied
to this single debt receivable claim. The coefficients are applied on portfolio level. As a result, the ERC is calculated by
multiplying the total nominal amount of acquired debt receivables in a portfolio at evaluation date by a coefficient adjusted by
the unlikely collectible amounts. For that purpose, management board of the Group assigns the specific coefficients to each
subcategories of the debt receivables (summarily, expecting that all the PD values for the single debt receivables (claims) in
the subcategory bear the same PD).

To set the specific coefficients for an acquired debt receivable portfolio based on its specific characteristics (based on industry,
country, vintage etc specific characteristics of a single portfolio), management takes into account historical performance of
similar portfolios in the past, and the specifics of the portfolio currently passing evaluation process. In the coefficient
development calculation, each of these criteria has the 50 per cent weight. The coefficient varies depending on specifics of each
specific portfolio and by the different categories and stages in between 0.0 to 1.4 as a rule.

For fresh new acquired portfolios during the initial restructuring period the fair value model is not applied. Initial restructuring
is performed during first quarter since acquisition of a portfolio. During second quarter the fair value model is applied
proportionally according to restructuring process performance by using a sliding scale (80% of restructuring activities planned
for two first quarters are expected to be completed by the end of 4th month since acquisition, and 90% by the end of 5t month
since acquisition). For portfolios aged 6 months and older since acquisitions the fair value model is applied by regular quarterly
evaluations.

The fair value measurements are categorized within level 3 of the fair value hierarchy.

The preparation of the consolidated financial information in conformity with IFRS requires the use of certain critical accounting
estimates and assumptions that affect the reported amounts of revenue, expenses, assets and liabilities, and the accompanying
disclosures, and the disclosures of contingent liabilities. It also requires management to exercise its judgement in the process
of applying the group's accounting policies. Uncertainty about these assumptions and estimates could result in outcomes that
require a material adjustment to the carrying amount of assets or liabilities affected in future periods. Estimates and
judgements are continually evaluated and are based on historical experience and other factors, including expectations of future
events that are believed to be reasonable under the circumstances.

In relation with the fair value of the debt receivable portfolios acquired by the Group we have considered the outbreak of the
COVID-19 (Coronavirus) pandemic and its current and future potential effects on the Group. As the situation is still developing,
management considers it impracticable to provide a quantitative estimate of the potential impact of this outbreak on the Group.

However, the management of the Group estimates that in short-term (within 12 months since composition of the current
annual report) the impact on Group’s cash-flows could be significant and the potential effect on the fair value of the acquired
debt receivable portfolios could be within the value ranges of the sensitivity analysis disclosed below in Note 3.
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Quantitative disclosures on fair value measurement hierarchy at balance sheet dates:

As at Notes Carrying Total Level1 Level 2 Level 3
value
Assets measured at fair value
Acquired debt receivable portfolios  31.12.2019 9 74 033 455 74033455 0 0 74033455
Acquired debt receivable portfolios  31.12.2018 9 42177530 42177530 0 0 42177530
Acquired debt receivable portfolios 1.01.2018 9 22382455 22382455 0 0 22382455

Weighted average discount rate and estimated remaining collection (ERC) forecast sensitivity

The weighted average discount rate is developed based on specifics of each single acquired debt receivable portfolios and
comparative reconciliation for discount rate analysis research is performed on the following assumptions and input
information:

- Unlevered beta (peer group median unlevered beta, source: Damodaran).

- Effective tax rate (weighted average of corporate income tax (CIT) on markets where the Group is operating: Finland,
Estonia, Latvia, Lithuania).

- Debt/Equity ratio (peer group median debt/equity ratio, based on public information of selected peer group: Intrum
Justitia AB, Hoist Finance AB, B2Holding ASA, Axactor AB, Arrow Global Group PLC, KRUK S.A., DDM Debt AB).

- Risk-free rate, calculated as average of interest rates during last twelve months (LTM) of 10-year risk free government
bonds applicable for markets where the Group is operating, source: ECB).

- Equity risk premium (size premium by total assets compared to EU companies (source: Duff & Phelps 2016).
- Industry company specific risk premium (professional judgement).

- Credit spread for the company (industry related cost of debt, industry risk based on stock market returns deviations +
global default spread, source: Damodaran).

As at 31 December 2019 the Group manages 405 portfolios (2018: 250 portfolios). There are 20 different curves used for
allocating ERC over lifetime of portfolios. During 1st year the expected return from portfolios according to used curves amount
from 10% to 30% of total ERC, for 2nd to 3rd year from 10% to 25%, for 4th to 5th year from 10% to 20%, for 6t to 10th year
from 0% to 15%.

Estimating the timing and amount of cash flows requires significant management judgement regarding key assumptions,
including the probability of default, severity of loss, amounts and timing of payment receipts and all of these factors are
inherently subjective and can result in significant changes in cash flow estimates over the term of the loan. Accordingly, we
disclose information that enables users of the financial information to evaluate the effect of significant changes in key
assumptions. See below the sensitivity of critical accounting estimates and judgements for the fair value of acquired debt
receivable portfolios.
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To integrate the time factor into fair value calculation, a discount factor is applied to the estimated remaining collection cash
flows over the expected collection period. The following sensitivity analysis gives an overview of the effect on fair value of the
acquired debt receivable portfolios if the discount rate would change or ERC forecast would change by deviations as indicated

below:

Sensitivity analysis

Discount rate in model 31.12.2019

Discount rate plus 3.0 percentage points
Discount rate plus 2.0 percentage points
Discount rate plus 1.0 percentage points
Discount rate used for 31.12.2019: 10.40%
Discount rate less 1.0 percentage points
Discount rate less 2.0 percentage points

Discount rate less 3.0 percentage points

Discount rate in model 31.12.2018

Discount rate plus 3.0 percentage points
Discount rate plus 2.0 percentage points
Discount rate plus 1.0 percentage points
Discount rate used for 31.12.2018: 10.88%
Discount rate less 1.0 percentage points
Discount rate less 2.0 percentage points

Discount rate less 3.0 percentage points

Discount rate in model 01.01.2018

Discount rate plus 3.0 percentage points
Discount rate plus 2.0 percentage points
Discount rate plus 1.0 percentage points
Discount rate used for 01.01.2018: 11.51%
Discount rate less 1.0 percentage points
Discount rate less 2.0 percentage points

Discount rate less 3.0 percentage points

Estimated remaining collection % of ERC used in model for

90%

31.12.2019
100% 110%

Sensitivity of fair value due to changes in discount rate

62412761
63911733
65488036
67 147 046
68 894 780
70737 756
72 683 080

and ERC
68773138 75133516

70438707 76 965 642
72190111 78 892 186
74 033 455 80919 864
75975 382 83 055984
78 023 133 85308510
80 184 605 87 686 129

Estimated remaining collection % of ERC used in model for

90%

31.12.2018
100% 110%

Sensitivity of fair value due to changes in discount rate

35092 667
36115052
37194 958
38336755
39545224
40 825 595
42183 602

and ERC
38572987 42 053 307

39708970 43302889
40908 866 44 622773
42177 530 46 018 304
43520273 47 495 322
44942907 49 060 219
46 451 804 50720005

Estimated remaining collection % of ERC used in model for

90%

01.01.2018
100% 110%

Sensitivity of fair value due to changes in discount rate

18821871
19314 321
19832712
20378918
20954978
21563119
22205772

and ERC
20 652 403 22482935

21199 569 23084817
21775559 23718407
22 382 455 24 385992
23022522 25090 066
23698 234 25833 349
24 412 292 26 618 813
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4. Use of significant accounting judgments and estimates

The preparation of financial statements in conformity with International Financial Reporting Standards requires management
to make judgments, estimates and assumptions that affect the reported amounts of assets, liabilities, income and expenses and
disclosure of contingencies.

Significant accounting estimates
Fair value measurement of debt receivables

The acquired debt portfolios are designated as at fair value through profit or loss by the entity upon initial recognition.
Subsequently the acquired debts are managed and their performance is evaluated by portfolios on a fair value basis, in
accordance with the documented risk management and investment strategy of the entity. The subsequent fair value evaluation
model is based on 10-year discounted cash flow (DCF) forecast analysis by the acquired debt portfolios.

The acquired debt portfolios at fair value through profit or loss are remeasured to fair value at each subsequent balance sheet
date until these assets are derecognised. The gains and losses arising from changes in fair value are included in the income
statement in the period in which they occur. Gains and losses will include both realised gains and losses arising on the disposal
of these financial assets and unrealised gains and losses arising from changes in the fair value of these assets still held.

For more details please see Note 3 “Financial risk management” and Note 9 “Debt receivables”.

5. Group structure and changes in the Group

AS PlusPlus Capital is the parent company of the Group. As at 31 December 2019, 31 December 2018 and 1 January 2018 the
Company held these directly and indirectly controlled subsidiaries (hereinafter the Group):

Country of Ownership interest

Subsidiary incorporation Field of activity

31.12.2019 31.12.2018 01.01.2018

PlusPlus Invest 0U Estonia Property investments 100% 100% 100%

Management of acquired debt
receivable portfolios
PPC Delta OU* Estonia Management of acquired debt . 100% 100%
receivable portfolios
VélaKiitid 0U* Estonia Management of acquired debt . 100% 100%
receivable portfolios

Management of acquired debt

PlusPlus Baltic OU Estonia 100% 100% 100%

PlusPlus Inkasso SIA Latvia . ) 100% 100% 100%
receivable portfolios

Plus?l_us Baltic (.)U ﬁha!e Latvia Management of acquired debt 100% 100% 100%

Latvija (branch in Latvia) . .
receivable portfolios

PlusPlus Inkaso UAB Lithuania Management of acqulrfad debt 100% 100% 100%
receivable portfolios

P}usPlus B.a.ltlc ou . Lithuania Management of acquired debt 100% 100% 100%

Lietuvos filialas (branch in . .

. : receivable portfolios

Lithuania)

Fresh Finance UAB Lithuania ~Managementofacquired debt 100% 100% 100%
receivable portfolios

Fresh Finance Group OU Estonia Business development, 100% 100% 100%

computer programming

Fresh Finance 0U Estonia Credit issuance 100% - -

Fresh Finance AS Latvia Credit issuance 100% - -

PlusPlus Capital Oy Finland Management of acquired debt 100% - -

receivable portfolios

* Merged during 2019 with Group entity Aktsiaselts PlusPlus Capital
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Property Vehicles Right-of- Equipment Prepayments TOTAL
use assets
Cost as at 1 January 2018 1153717 121850 379 258 257971 42 868 1955 664
Accumulated depreciation as at
1 January 2018 -40935 -121 850 -22 821 -27 694 0 -212 930
Residual value as at 1 1113152 0 356 437 230277 42 868 1742734
January 2018
Acquisitions 0 0 51200 93877 0 145 077
Reclassifications 0 0 0 42 868 -42 868 0
Depreciation -57 684 0 -75 458 -59 445 0 -192 587
Disposals 0 0 0 0 0
Cost as at 31 December 2018 1153717 121 850 430 458 394 717 0 2100 742
Accumulated depreciation as at
31 December 2018 -98 249 -121 850 -98 279 -87 139 0 -405 517
Residual value as at
31 December 2018 1055468 0 332179 307578 0 1695225
Acquisitions 0 0 328 608 175 659 0 504 267
Reclassifications 0 0 0 0 0 0
Depreciation -57 684 0 -144 926 -99 958 0 -302 568
Disposals 0 0 0 520 0 520
Cost as at 31 December 2019 1153717 121 850 759 066 570376 0 2 605 009
Accumulated depreciation as at
31 December 2019 -155933 -121 850 -243 205 -186 577 0 -707 565
Residual value as at
31 December 2019 997 784 0 515 861 383799 0 1897 444
Right-of-

Net book value Property Vehicles  use assets Equipment Prepayments TOTAL
At 1 January 2018 1113 152 0 356 437 230277 42868 1742734
At 31 December 2018 1055468 0 332179 307 578 0 1695225
At 31 December 2019 997 784 0 515861 383799 0 1897444

There were no material fully depreciated property, plant and equipment in the Group as at 31 December 2019,
31 December 2018 and 1 January 2018.
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Computer

software Goodwill Total
Cost as at 1 January 2018 174 572 0 174 572
Accumulated depreciation as at 1 January 2018 -46 975 0 -46 975
Residual value as at 1 January 2018 127 597 0 127 597
Acquisitions 202 095 0 202 095
Depreciation -45 470 0 -45 470
Cost as at 31 December 2018 376 667 0 376 667
Accumulated depreciation as at 31 December 2018 -92 445 0 -92 445
Residual value as at 31 December 2018 284 222 0 284 222
Acquisitions 354371 363 644 718 015
Depreciation -107 076 0 -107 076
Cost as at 31 December 2019 701 790 363 644 1065 434
Accumulated depreciation as at 31 December 2019 -170 273 0 -170 273
Residual value as at 31 December 2019 531517 363 644 895161

Computer
Net book value software Goodwill Total
At 1 January 2018 127 597 0 127 597
At 31 December 2018 284 222 0 284 222
At 31 December 2019 531517 363 644 895 161

There were no material fully amortised intangible assets in the Group as at 31.12.2019, 31.12.2018 and 01.01.2018.

8. Investments

Investment in shares
Prepayment for shares

Total

31.12.2019
3091
210002
213 093

31.12.2018
240000
300000

540 000

1.01.2018

0
0
0

Investment in shares as at 31 December 2019 comprise 17.54% investment in a credit intermediary registered in Estonia
(2018: 10% investment in an entity registered in Estonia with the purpose to develop credit issuance activities). The
prepayments for shares in both year-ends are related to the same investment transaction respectively. As at composition of
the current financial statements the abovementioned investment transaction with the credit intermediary has been finalized
and 100% shareholding acquired (since beginning of financial year 2020).

A
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31.12.2019 31.12.2018 01.01.2018
Acquired debt receivable portfolios 74 033 455 42177 530 22382455
Total, including: 74 033 455 42177 530 22 382455
Current: 15554 488 7817303 4926 617
N . 58478967 34360227 17 455838
on-current:
2019 2018
As at 1 January 42177 530 22 382 455
Acquisitions of acquired debt receivable portfolios 18 647 498 13416 658
Proceeds from acquired debt receivable portfolios -10 746 396 -6 357 501
Change in fair value of acquired debt receivable portfolios 23 954 823 12 735918
(Note 9)
As at 31 December 74 033 455 42177 530
Change in fair value Revenues
by countries 2019 2018 by field of activity 2019 2018
Operating revenues (Note 21) 23955506 12748050
Finland 2006 541 0 including fair value changes 23954823 12735918
Estonia 8901632 3256 669 Including other services 683 12132
Latvia 7 358076 5021600 Net interest income (Notes 22) 372511 2 666
Lithuania 5688574 4 457 649 Net fee and commission income 12 780 0
Other operating income 3337 9 405
Loan impairment expense 148 904 0
Change in fair value total 23954823 12735918 Total revenues by field of 24195230 12760121

activity

The total estimated remaining collections (ERC) according to scenarios (conservative, moderate and target scenarios) and by

aging of portfolios at period ends were as follows:

Estimated remaining collection (ERC) as at:

Total 31.12.2019, including:

Restructured portfolios (over 6 months since
acquisition)

New portfolios (fair value model sliding scale applied)

Fresh new portfolios (fair value model not applied)

Total 31.12.2018, including:

Restructured portfolios (over 6 months since
acquisition)

New portfolios (fair value model sliding scale applied)

Fresh new portfolios (fair value model not applied)

Total 31.12.2017, including:

Restructured portfolios (over 6 months since
acquisition)

New portfolios (fair value model sliding scale applied)

Fresh new portfolios (fair value model not applied)

Conservative

scenario

95567 601
72233152

20634 042
2700407

60 451 744
46 353 438

11 640 443
2457 862

32 388992
22183520

6891372
3314100

Moderate
scenario*

106 186 223
81370 169

21049 814
3766240

67 168 604
51503 821

12 344 461
3320323

35987 769
24 648 355

7 311 215
4028 199

Target
scenario

116 804 846

89507 186

22 465 586
4832074

73 885 465
56 654 203

13 048 479
4182783

39 586 546
27113191

7 731058
4742 297

*Moderate scenario has been used for recognition of acquired debt receivable portfolios in accounting according to fair value
model and discount rate model applied for recognition of the fair value of acquired debt receivable portfolios in accordance with

new standard IFRS 9 in force since 1 January 2018.
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As at 31 December 2019 the Group has acquired 405 debt portfolios (31 December 2018: 250, 1 January 2018: 128). The Group
has acquired debt receivable portfolios mainly from finance institutions (banking sector), telecom entities, consumer finance
providers, utilities and public sector entities and from other sellers of terminated claims and receivables against private
individuals. Proportionally majority of acquired debt receivable portfolios originate from banking sector, followed by consumer
finance sector and telecom sector. The Group has hitherto been solely focusing on claims against private persons.

The Group has developed a specific business process including evaluation of portfolios, restructuring of products and
management of repayments over the lifecycle of the agreements made with clients during the restructuring process. The
Group’s priority is to offer debtors a mutually beneficial agreement to overcome problems arising from overdue obligations.
The Group offers tailor made solutions, most often affordable partial repayment possibility (repayment schedules) to the
clients. Collection through litigation process is an exception applied only when debtors fully ignore their obligations.

The aging of estimated remaining collection of the acquired debt receivable portfolios by vintages is as follows:

31.12.2019 31.12.2018 1.01.2018
Estimated remaining collection (ERC) by vintage
Debt receivable portfolios acquired in 2010 254 667 406 865 438427
Debt receivable portfolios acquired in 2011 498 332 767 574 915376
Debt receivable portfolios acquired in 2012 458 296 603 581 722968
Debt receivable portfolios acquired in 2013 1828974 2 485 829 2729763
Debt receivable portfolios acquired in 2014 568 685 700 004 773175
Debt receivable portfolios acquired in 2015 1273721 1318955 1557 586
Debt receivable portfolios acquired in 2016 8040416 9302 046 10217 517
Debt receivable portfolios acquired in 2017 15308075 16 639 817 18 632 957
Debt receivable portfolios acquired in 2018 31926421 34943933 0
Debt receivable portfolios acquired in 2019 46 028 636 0 0
Total ERC as at 31 December 106 186 223 67 168 604 35987 769
Fresh new portfolios, ERC not applied for fair value model -3766 240 -3320323 -4 028 199
Total ERC applied for fair value model as at 31 December 102 419 983 63 848 281 31959570
10. Loans and advances to customers
31.12.2019 31.12.2018 01.01.2018
Refinancing 1481151 0 0
Consumer credits 1273313 0 0
Mortgage loans 856 611 0 0
Leases 212 087 0 0
Other 121409 300000 0
Total 3944571 300000 0
Allowance -181 870 0 0
Total, including: 3762701 300000 0
Current portion: 1089162 300000 0
Non-current portion: 2673539 0 0
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11. Credit risk: loans and advances to customers

2019 2018
Stage 1 Stage 2 Stage 3
12-month Lifetime Lifetime Purchased Total Total
ECL ECL ECL credit-
impaired
loans
Refinancing 1072266 306 382 102 503 0 1481151 0
Consumer credits 660 657 255329 10 354 346973 1273313 0
Mortgage loans 253947 73735 276 541 252 388 856 611 0
Leases 87872 14752 37 233 72230 212 087 0
Other 111514 9 895 0 0 121 409 300000
Gross carrying amount 2186 256 660 093 426 631 671591 3944571 300 000
Loss allowance -59 955 -44 633 -56 796 -20486  -181870 0
Carrying amount 2126301 615 460 369 835 651105 3762701 300000
Including:
Current portion 1089162 300 000
Non-current portion 2673539 0
Allowanced in period -148 904 0
Credit risk

The Group exposes itself to credit risk, which is the risk that one party to a financial instrument will cause a financial loss for
the other party by failing to meet an obligation. Exposure to credit risk arises as a result of the Group’s lending and other
transactions with counterparties, giving rise to financial assets and off-balance sheet credit-related commitments. The Group’s
maximum exposure to credit risk is reflected in the carrying amounts of financial assets in the consolidated statement of
financial position.

Credit risk management

Credit risk is the single largest risk for the Group's business; management therefore carefully manages its exposure to credit
risk. The estimation of credit risk for risk management purposes is complex and involves the use of models, as the risk varies
depending on market conditions, expected cash flows and the passage of time. The assessment of credit risk for a portfolio of
assets entails further estimations of the likelihood of defaults occurring, the associated loss ratios and default correlations
between counterparties.

Loan applications originating with the relevant client relationship managers are passed on to the relevant credit committee for
the approval of the credit limit. Exposure to credit risk is also managed, in part, by obtaining collateral as well as corporate and
personal guarantees.

Credit risk grading system. For measuring credit risk and grading financial instruments by the amount of credit risk. the Group
applies an Internal Risk-Based (IRB) rating system. Internal credit ratings are mapped on an internally defined master scale
with a specified range of probabilities of default.
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Each master scale credit risk grade is assigned a specific degree of creditworthiness:

« Excellent - strong credit quality with low expected credit risk;

» Good - adequate credit quality with a moderate credit risk;

» Satisfactory - moderate credit quality with a satisfactory credit risk;

» Special monitoring - facilities that require closer monitoring and remedial management; and

» Default - facilities in which a default has occurred.

The IRB system is designed internally and ratings are estimated by management. Various credit-risk estimation techniques are
used by the Group depending on the class of the asset. There are three commonly used types of such systems by the Group:

* Model-based - In this system, credit risk ratings are assigned by internally developed statistical models with the limited
involvement of credit officers. Statistical models include qualitative and quantitative information that shows the best predictive
power based on historical data on defaults.

» Expert judgement-based - In this system, credit risk ratings are assigned subjectively by experienced credit officers based on
internally developed methodology and different qualitative and quantitative factors. This approach is based on expert
methodology and judgements rather than on sophisticated statistical models.

¢ Hybrid - This rating system is a combination of the two systems above. It is developed by using historical data combined with

expert input.

The rating models are regularly reviewed by the management, back-tested on actual default data and updated, if necessary.
Despite the method used, the Group regularly validates the accuracy of ratings estimates and appraises the predictive power
of the models.

Expected credit loss (ECL) measurement

ECL is a probability-weighted estimate of the present value of future cash shortfalls. An ECL measurement is unbiased and is
determined by evaluating a range of possible outcomes. ECL measurement is based on four components used by the Group:

Probability of Default (“PD”),
Exposure at Default (“EAD”),
Loss Given Default (“LGD”) and

Discount Rate.

PD an estimate of the likelihood of default to occur over a given time period.
EAD is an estimate of exposure at a future default date, taking into account expected changes in the exposure after the reporting

period, including repayments of principal and interest, and expected drawdowns on committed facilities.

LGD is an estimate of the loss arising on default. It is based on the difference between the contractual cash flows due and those
that the lender would expect to receive, including from any collateral. It is usually expressed as a percentage of the EAD. The
expected losses are discounted to present value at the end of the reporting period.

The discount rate represents the effective interest rate (“EIR”) for the financial instrument or an approximation thereof.

Expected credit losses are modelled over instrument’s lifetime period. The lifetime period is equal to the remaining contractual
period to maturity of debt instruments, adjusted for expected prepayments, if any.
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Management models Lifetime ECL, that is, losses that result from all possible default events over the remaining lifetime period
of the financial instrument. The 12-month ECL, represents a portion of lifetime ECLs that result from default events on a
financial instrument that are possible within 12 months after the reporting period, or remaining lifetime period of the financial
instrument if it is less than a year.

The ECLs that are estimated by management for the purposes of these financial statements are point-intime estimates, rather
than through-the-cycle estimates that are commonly used for regulatory purposes. The estimates consider forward looking
information, that is, ECLs reflect probability weighted development of key macroeconomic variables that have an impact on
credit risk.

The ECL modelling does not differ for Purchased or Originated Credit Impaired (“POCI”) financial assets, except that (a) gross
carrying value and discount rate are based on cash flows that were recoverable at initial recognition of the asset, rather than
based on contractual cash flows, and (b) the ECL is always a lifetime ECL. POCI assets are financial assets that are credit-
impaired upon initial recognition, such as impaired loans acquired in a past business combination.

For purposes of measuring PD, the Group defines default as a situation when the exposure meets one or more of the following
criteria:

¢ the borrower is more than 90 days past due on its contractual payments;
e the Group has sold the borrower’s debt or its portion at a loss due to credit deterioration;
¢ the borrower meets the unlikeliness-to-pay criteria listed below:

- the Group was forced to restructure the debt;

- the borrower is deceased;

- the borrower is insolvent;

- it is becoming likely that the borrower will enter bankruptcy; and

- the loans were purchased or originated at a deep discount that reflects the incurred credit losses.

For purposes of disclosure, the Group fully aligned the definition of default with the definition of credit-impaired assets. The
default definition stated above is applied to all types of financial assets of the Group.

An instrument is considered to no longer be in default (i.e. to have cured) when it no longer meets any of the default criteria
for a consecutive period of six months. This period of six months has been determined based on an analysis that considers the
likelihood of a financial instrument returning to default status after curing by using different possible definitions of cures.

The assessment whether or not there has been a significant increase in credit risk (“SICR”) since initial recognition is performed
on an individual basis and on a portfolio basis. The criteria used to identify an SICR are monitored and reviewed periodically
for appropriateness by the Group’s Management.

The Group considers a financial instrument to have experienced an SICR when one or more of the following quantitative,
qualitative or backstop criteria have been met:

* 30 days past due;

« Relative threshold defined on the basis of a portfolio for products without existing scoring models: the Group regularly
monitors segments with increased credit risk (regions of higher credit risk, failed products, products on which issuing was
stopped) and considers such portfolios to have a SICR.

The level of ECL that is recognised in these consolidated financial statements depends on whether the credit risk of the
borrower has increased significantly since initial recognition. This is a three-stage model for ECL measurement. A financial
instrument that is not credit-impaired on initial recognition and its credit risk has not increased significantly since initial
recognition has a credit loss allowance based on 12-month ECLs (Stage 1). If a SICR since initial recognition is identified, the
financial instrument is moved to Stage 2 but is not yet deemed to be credit-impaired and the loss allowance is based on lifetime
ECLs. If a financial instrument is credit-impaired, the financial instrument is moved to Stage 3 and loss allowance is based on
lifetime ECLs. The consequence of an asset being in Stage 3 is that the entity ceases to recognise interest income based on gross
carrying value and applies the asset’s effective interest rate to the carrying amount, net of ECL, when calculating interest
income.

If there is evidence that the SICR criteria are no longer met, the instrument is transferred back to Stage 1. If an exposure has
been transferred to Stage 2 based on a qualitative indicator, the Group monitors whether that indicator continues to exist or
has changed.
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ECL for POCI financial assets is always measured on a lifetime basis. The Group therefore only recognises the cumulative
changes in lifetime expected credit losses.

The Group has three approaches for ECL measurement:

(i) assessment on an individual basis;

(ii) assessment on a portfolio basis: internal ratings are estimated on an individual basis but the same credit risk parameters
(e.g. PD, LGD) will be applied during the process of ECL calculations for the same credit risk ratings and homogeneous segments
of the loan portfolio; and

(iii) assessment based on external ratings.

In general, ECL is the sum of the multiplications of the following credit risk parameters: EAD, PD and LGD, that are defined as
explained above, and discounted to present value using the instrument’s effective interest rate. The ECL is determined by
predicting credit risk parameters (EAD, PD and LGD) for each future year during the lifetime period for each individual
exposure or collective segment. These three components are multiplied together and adjusted for the likelihood of survival.
This effectively calculates an ECL for each future period, that is then discounted back to the reporting date and summed up.
The discount rate used in the ECL calculation is the original effective interest rate or an approximation thereof.

The key principles of calculating the credit risk parameters

The EADs are determined based on the expected payment profile, that varies by product type.

Two types of PDs are used for calculating ECLs: 12-month and lifetime PD. An assessment of a 12- month PD is based on the
latest available historic default data and adjusted for supportable forward-looking information when appropriate. Lifetime PDs
represent the estimated probability of a default occurring over the remaining life of the financial instrument and it is a sum of
the 12 months PDs over the life of the instrument.

LGD represents the Group's expectation of the extent of loss on a defaulted exposure. LGD varies by the type of counterparty,
type and seniority of the claim, and the availability of collateral or other credit support. The 12-month and lifetime LGDs are
determined based on the factors that impact the expected recoveries after a default event.

Forward-looking information incorporated in the ECL models

The assessment of SICR and the calculation of ECLs both incorporate supportable forward-looking information. The Group
identified certain key economic variables that correlate with developments in credit risk and ECLs.

The Group regularly reviews its methodology and assumptions to reduce any difference between the estimates and the actual
loss of credit. Such back-testing is performed at least once a year.

More detailed explanation of classes of loans issued is provided below

Refinancing - uncollateralized loans issued to private individuals for debt consolidation and refinancing of existing
obligations.

Consumer credits - uncollateralized loans issued to private individuals under standard terms where use of proceeds is not
limited.

Mortgage loans - loans issued to private individuals and small-sized companies under standard terms that are collateralized
by mortgages mostly on residential property, mainly for consumer spending and working capital.

Leases - loans issued to private individuals for financing purchase of vehicles.

Other - loans issued to legal entities collateralized by personal surety or leased assets, mainly for working capital and
investments into fixed assets.
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12. Trade and other receivables

Prepaid and refundable taxes (Note 19)

Consolidated Annual Report 2019

Other assets
Prepayments
Other receivables
Total, including:
Current:

Non-current:

31.12.2019 31.12.2018 1.01.2018
0 3218 5712

102 209 102 209 102 209
136 424 97 439 136770
656 498 582223 516 290
897 131 785 089 760 981
852131 740 089 715981
45000 45000 45000

Prepayments as at 31.12.2019, 31.12.2018 and 01.01.2018 include prepayments for operating activities (including
prepayments for rent, media, services and other similar activities). Other assets consist of acquired collateral assets related to
acquired debt receivable portfolios, which are expected to be realised within current business cycle. Other receivables are
related to other operating services except for portfolio management.

Trade and other receivables include receivables against related parties as at 31 December 2019 for 288 605 euros
(31 December 2018: 413 651 euros, 1 January 2018: 357 949 euros, see more detailed info in Note 27).

13. Cash and cash equivalents

31.12.2019 31.12.2018 1.01.2018
Cash at bank 562033 6 438 695 1338751
Cash on hand 144 866 64770 18114
Total 706 899 6503 465 1356 865
14. Share capital
Ordinary shares
31.12.2019 31.12.2018 1.01.2018
Share capital 1000 000 1000 000 1000000
Number of ordinary shares 10 000 10 000 10000
Nominal value per share 100 100 100

In 2017 the share capital was increased by EUR 936 088 up to EUR 1 000 000 through bonus issue from retained earnings.

31 December 2019 31 December 2018
Number of Number of
Shareholder shares held Percentage shares held Percentage
Mirje Trumsi 7100 71% 7100 71%
Karl Mitt 1500 15% 1500 15%
Ahti Aho 1000 10% 1000 10%
Peeter Piho 400 4% 400 4%
Total 10 000 100% 10 000 100%

1 January 2018

Number of Percentage
shares held g

7 500 75%
1500 15%
1000 10%
0 0%
10000 100%

Shareholdings are owned directly (46% by Mirje Trumsi) and through entities PPC Holding OU (Mirje Trumsi 25%
shareholding) and Teddy Invest OU (Peeter Piho 4% shareholding).
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15. Subordinated convertible loans

31.12.2019 31.12.2018 1.01.2018
Subordinated convertible loans in equity 1342318 1284 589 906 037
Subordinated convertible loans in liabilities 5530337 5002 597 3247 665
Total of convertible subordinated loans by split-accounting 6 872 655 6 287 186 4153702
Difference of discounted cash flows in interest expense (Note 26) -567 655 -287 186 -153 702
Total 6305 000 6 000 000 4000000

As at 31 December 2019 the convertible subordinated loans raised in amount of EUR 6.3 million (31 December 2018:
EUR 6 million, 1 January 2018: EUR 4 million) are recognised according to split-accounting method by equity and liability
components, the details of recognition principles are disclosed in Note 2.5. section k. The conversion maturity dates of the
convertible subordinated loans are 1 July 2021 and 29 December 2022 respectively, the interest rates are 9.5% - 11.0%,
currency is euro, and no collaterals nor pledges are set.

16. Distributions made and proposed

Dividends were declared and distributed in 2019 in amount of 125 000 euros (net dividends 100 000 euros), corporate income
tax expense for 2019 on dividends was 25 000 euros and 912 euros on profit of a subsidiary in Lithuania. No dividends were
declared nor distributed in financial years 2018 and 2017. Proposed dividends on ordinary shares are subject to approval at
the annual general meeting and are not recognised as a liability as at 31 December.

As at 31 December 2019 the maximum possible income tax liability that could arise upon the payment of all the retained

earnings as dividends would be 3 531 843 EUR (31.12.2018: 1 670 044 EUR. 01.01.2018: 901 083) and therefore 14 127 373
EUR could be paid out as net dividends (31.12.2018: 6 680 176 EUR, 01.01.2018: 3 604 330 EUR).

17. Trade and other payables

31.12.2019 31.12.2018 1.01.2018
Trade payables 165 800 193 544 92619
Payables to employees 409 789 234 209 128902
Taxes payable (Note 19) 320197 184 964 110877
Interest payable 347 404 169 023 252704
Other payables 19 825 157 28413
Total 1263015 781 897 613 515

The trade and other payables include payables to related parties (see Note 27) as at 31 December 2019 for 8 017 euros
(31.12.2018: 47 409 euros). Trade and other payables are due in the course of normal operating cycle of the Group (normally
within twelve months).
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18. Interest-bearing loans and borrowings

31.12.2019 Due in 12 Due in 1-5 Interestrate Maturity date
months years
Bonds 18518 300 9854500 8 663 800 9% -11% 2020-2023
Bank loans 633703 43628 590075 2.75%* 2020-2022
Other loans 37701184 18594 184 19107 000 6% - 9.5% 2020-2021
Leases 465 181 147 442 317 739 2% -5% 2020 -2022
Capitalised expense -1807 370 -1316 441 -490 929 9% -11% 2020 - 2023
Total obligation 55510998 27 323 313 28 187 685
31.12.2018 Due in 12 Due in 1-5 Interest rate Maturity date
months years
Bonds 17746 900 7 254 300 10492 600 10%-13% 2019 - 2021
Bank loans 676 181 42478 633703 2.75%* 2019 - 2022
Other loans 18 641 535 2864 535 15777 000 6% - 9.5% 2019 - 2021
Leases 280954 85377 195577 2%-5% 2020 -2022
Capitalised expense -1579 342 -731 552 -847 790 9% -13% 2019 - 2022
Total obligation 35766 228 9515138 26 251 090
01.01.2018 Due in 12 Due in 1-5 Interest rate Maturity date
months years
Bonds 14 065 900 2179200 11886 700 9% -13% 2018 - 2020
Bank loans 1010839 334658 676 181 2.75%* - 12.5%** 2018 - 2022
Other loans 600 000 600 000 0 11%-13% 2018
Leases 321263 86915 234 348 2% -5% 2020 - 2022
Total obligation 15998 002 3200773 12 797 229

*2.75% + 6-months Euribor, **12.75% + 6-months Euribor

Main covenant for issued secured and unsecured bonds and secured loans is equity ratio (total equity / total assets), which
shall be maintained at all times at 30% or higher (see Note 3 section “Capital management” for more details of equity ratio at
31 December 2019 and at year-ends of comparative periods). The equity ratio is compliant with the requirements according
to covenants set in financing agreements as at 31 December 2019 and 2018 and 1 January 2018 (See Note 3).
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Also, there are certain restrictions set as covenants for equity distributions exceeding defined restricted equity level, and for

changes in shareholders.

Carrying amount of assets
under lease

Lease

Total

Carrying amount of assets
pledged as collateral
Carrying amount

Total

31.12.2019

515861

515861

31.12.2019

74033 455

74 033 455

31.12.2018 01.01.2018
332179 356 437
332179 356 437

31.12.2018 01.01.2018

42177 530 22382455

42177 530 22 382455

PlusPlus has issued secured and unsecured bonds and raised secured and unsecured loans from investors and banks. Bonds
and secured loans are secured by pledged collaterals consisting mainly of acquired debt receivable portfolios. Bank loan
liabilities are secured by a commercial pledge for assets in amount of EUR 1 755 000 (and till 31 December 2017 additionally:
by mortgages on five real estate properties in total amount of EUR 1 150 000, and by personal suretyships of four private

persons related to the Group).

In 2019, the following changes occurred in interest bearing loans and borrowing balances:

Interest bearing loans Balance as at

and borrowings 31.12.2018
Bonds 17 746 900
Bank loans 676 181
Other loans 18 641 535
Lease liabilities 280954
Capitalised expense -1579 342
Total 35766228

Loans raised
during period

7 045 000
0

27 269 184
227 658
-1352129

33189713

Loan repaid Balance as at

during period 31.12.2019
-6 273 600 18518 300

-42 478 633703
-8209 535 37701184

-43 431 465 181
1124101 -1807 370

-13 444 943 55510998

As at 31 December 2019 the current liabilities of the Group exceed current assets by EUR 10.4 million (current ratio is 0.64),
which is in accordance with the long-term financing strategy of the Group. Long-term loans and bonds, which are maturing at
year-end 2020, will be repaid and refinanced according to the agreed terms with investors. For further details please refer to
the Note 3 “Financial risk management” chapters “Credit risk”, “Liquidity risk” and “Fair value”.

19. Tax liabilities and prepayments

31.12.2019 31.12.2018 1.01.2018
Tax Tax Tax Tax Tax Tax
prepayment liabilities prepayment liabilities prepayment liabilities

Value added tax 0 11573 0 1560 495 2550
Personal income tax 0 117895 0 64076 0 33131
Income tax from fringe benefits 0 3636 0 2807 0 3 668
Social security tax 0 166209 0 109009 0 67 104
Pension tax 0 11875 0 3661 0 2 364
Unemployment tax 0 6 454 0 3781 0 2 060
Prepayment account balance 0 2555 3218 0 5217 0
Total tax liabilities and

prepayments (Notes 12 and 17) 0 320197 3218 184894 5712 110877
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20. Commitments and contingencies

Operating lease commitments are recognised under IFRS 16 as lease liabilities — Group as lessee

The Group entities have entered into long-term non-cancellable premise lease agreements in Estonia, Latvia and Lithuania.
Considerations related to potential tax audit

Estonia

The tax authorities have neither started nor performed any tax audits or individual case audits in any of the Group companies.
The tax authorities have the right to verify the company’s tax records up to 5 years from the time of filing the tax return and
upon finding errors, impose additional taxes, interest and fines. The management estimates that there are not any
circumstances, which may lead the tax authorities to impose additional significant taxes on the Group.

Latvia, Lithuania and Finland
The management estimates that there are not any circumstances, which may lead the tax authorities to impose additional
significant taxes on the Group.

21. Operating revenue

Operating revenues by field

Operat.lng revenue by 2019 2018 of activity 2019 2018
countries
Management of debt
Finland 2006 541 0 portfolios 23954823 12735918
Estonia 9169926 3272848 Other services 683 12132
Latvia 7 461 955 5021600 Other revenues 3337 9 405
Lithuania 5705712 4 465 673 Credit issuance activities 385291 6 486
Including interest income
(Note 22) 372511 2 666
Loan impairment expense 148 904 0 Loan impairment expense 148 904 0
Operating revenues total 24195230 12760121 Operating revenues total 24195230 12760121
22. Interest income
2019 2018
Refinancing 88 894 0
Mortgage loans 91207 0
Consumer credits 75308 0
Leases 66910 0
Other 50192 2 666
Total interest income 372511 2 666
Including:
Estonia 259 257 2 666
Latvia 99 057 0
Lithuania 14197 0
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23. Operating expenses

Acquired debt portfolio management costs
Consultations and compliance

Fees, taxes and insurance

Travel and transportation
Telecommunication and data

Premises and furnishings

Equipment and supplies

Marketing and development

Personnel and trainings

Professional services

Other miscellaneous operating expenses

Total other expenses

24. Salary expense

Wages and salaries
Social security costs
Total salary expense

Average number of employees

25. Finance income

Interest income
Other finance income

Total finance income

26. Finance expense

Interest expense on bonds

Interest expense on interest-bearing loans

2019

2 240235
236 697
230615
182 239
252225
113 945
111 820
80974
72 557
298783
14153

3834241

2019
3005833
719 507
3725340
82

2019
773

773

Expenses directly related to financing activities (raised bonds and loans)

Discounted cash flows effect for subordinated convertible loans (Note 15)

Other finance expense

Total finance expense

Consolidated Annual Report 2019

2018
1489 886
204 731
133975
130 842
114 252
71069
98 598
29291
23900
75116
8 666

2380326

2018
1712020
518 681
2230701
50

2018
391
23912
24303

2019 2018
2358816 2424 824
3017358 1134248
1124101 339801

280 469 133 484

9 956 56911

6790700 4089 268
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27.Related party transactions

Note 6 provides the information about the Group's structure including the details of the subsidiaries and the holding company.
The following table provides the total amount of transactions that have been entered into with related parties for the relevant
financial year.

31.12.2019 31.12.2018 1.01.2018

Receivables Payables Receivables Payables  Receivables Payables

Holding entity 204 285 0 214 408 0 194 224

Management board and private
investors with significant ownership

interest; entities under their control or 84320 8017 199 243 47409 163725
significant influence
Total 288 605 8017 413 651 47 409 357 949
2019 2018
Purchases Sales Purchases Sales
Holding entity 0 138 0 138

Management board and private investors with
significant ownership interest; entities under their 884 920 276 646 989 276
control or significant influence

Total 884 920 414 646 989 414

Key management benefits

2019 2018
Salaries and remuneration 347016 279 203
Total 347016 279203

28. Subsequent events

Late in 2019 news first emerged from China about the COVID-19 (Coronavirus). The situation at year end, was that a limited
number of cases of an unknown virus had been reported to the World Health Organisation. In the first few months of 2020 the
virus had spread globally and is qualified as a pandemic. While this is still an evolving situation at the time of issuing these
consolidated financial statements, it appears that the negative impact on global and local economies may be more severe than
originally expected.

We have considered the outbreak of the COVID-19 (Coronavirus) pandemic and its current and future potential effects on the
Group. We consider that the outbreak is a non-adjusting post balance sheet event that does not impact the measurement of
assets and liabilities in the consolidated financial statements as of 31 December 2019 or for the year then ended. As the
situation is still developing, management considers it impracticable to provide a quantitative estimate of the potential impact
of this outbreak on the Group.

However, the management of the Group estimates that in short-term (within 12 months since composition of the current
annual report) the impact on Group’s cash-flows could be significant and the potential effect on the fair value of the acquired
debt receivable portfolios could be within the value ranges of the sensitivity analysis disclosed in Note 3.

During the period of preparation of the financial statements since balance sheet date 31 December 2019 there have been no
other significant subsequent events which would significantly affect the current financial statements. Regarding the potential
impact of the above described economic situation evolved in 2020 to the Group please refer to the Note 3 “Financial risk
management” chapters “Credit risk”, “Liquidity risk” and “Fair value”.
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29. Unconsolidated primary financial statements of the parent

Pursuant to the Accounting Act of the Republic of Estonia, information of the annual unconsolidated financial statements
(primary statements) of the consolidating entity (Parent Company) shall be disclosed in the notes to the consolidated financial
statements. In preparing the primary financial statements of the Parent Company, the same accounting policies have been used
as in preparing the consolidated financial statements. The accounting policy for reporting subsidiaries has been amended in
the separate primary financial statements disclosed as supplementary information in the annual report in conjunction with IAS
27, Consolidated and Separate Financial Statements.

The parent company’s unconsolidated statements include investments into subsidiaries at equity method.
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Unconsolidated statement of financial position
As atyear end 31 December

31.12.2018 1.01.2018

31.12.2019 Restated Restated
Non-current assets
Property, plant and equipment 216 169 238516 201 828
Right-of-use of assets 78 028 102 497 126 233
Intangible assets 531517 284 222 127 597
Investments 213093 540 000 0
Financial investments 11300514 7 070 425 5349 690
Acquired debt receivable portfolios 36100928 19905 559 9 542 287
Trade and other receivables 20 542 499 11273000 5400000
Total non-current assets 68 982 748 39414 219 20 747 635
Current assets
Acquired debt receivable portfolios 9993 697 4973612 3100217
Trade and other receivables 4080216 2525439 1724 426
Cash and cash equivalents 242013 5880197 1057 701
Total current assets 14 315926 13 379 248 5882 344
Total assets 83 298 674 52793 467 26 629 979
Equity
Share capital 1000000 1000000 1000000
Statutory legal reserve 100 000 100 000 100 000
Subordinated convertible loan 1342318 1284589 906 037
Retained earnings 20213 235 9930775 6 001956
Total equity 22 655553 12 315 364 8007 993
Liabilities
Non-current liabilities
Subordinated convertible loans 5530336 5002 597 3247 665
Interest-bearing loans and borrowings 27 336 006 25501 445 11948 106
Lease liabilities 23736 23736 23736
Total non-current liabilities 32890078 30527778 15219 507
Current liabilities
Trade and other payables 545 327 465 242 416 511
Interest-bearing loans and borrowings 27 153 424 9 406 322 2883471
Lease liabilities 54 292 78761 102 497
Total current liabilities 27 753 043 9950 325 3402479
Total equity and liabilities 83 298 674 52793 467 26 629979
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Unconsolidated statement of comprehensive income
for the year ended 31 December

2019 Restzaot::g
Operating revenue 14 548 062 7 419 907
Other revenue 0 9405
Operating expenses 2 065 564 1229678
Salary expense 1312081 820339
Depreciation and amortisation 194 035 113015
Other expenses 11614 2334
Operating profit 10964 768 5263946
Finance income 6369 754 2 687 021
Finance expense 6763923 4022148
Profit before income tax 10570 599 3928819
Income tax 25000 0
Net profit for the year 10 545 599 3928819
Total comprehensive income 10 545 599 3928819
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Unconsolidated statements of cash flows
for the year ended 31 December

Cash flows from operating activities
Profit before income tax

Adjustments for non-cash items:
Depreciation and amortisation
Changes in working capital:

Change in trade and other receivables
Change in trade and other payables
Change in acquired debt receivable portfolios
Other adjustments:

Interest expense

Other financial income and expense

Interests income

Net cash generated from operating activities

Cash flows from investing activities
Acquisition of tangible and intangible assets
Acquisition of other investments
Acquisition of subsidiaries

Loans raised

Repayments of loans raised

Interests received

Net cash used in investing activities

Cash flows from financing activities

Loans received and bonds issued

Repayment of loans received and bonds issued
Repayment of lease liabilities

Interests paid for loans

Interest paid for lease liabilities

Proceeds from subordinated convertible loans
Dividend distributions

Net cash flows from (to) financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

Consolidated Annual Report 2019

2019

10570 599

194 035

1133909
-719 968
-21215 454

5637983
-6 368 169
254

-10 766 811

-394 514
-213 092
25000

-10 812 845
177 000
1144185
-10 074 266

26763 600
-6 934 735
-20 690

-4 807 431
-2 851
305000
-100 000
15202 893

-5638184
5880197
242013

2018
Restated

3928819

113 015

-254 117
-804 609
-12 236 667

4003278
-2 668152
391

-7 918 042

-282 593

0

-50 000

-6 298 000
233000
121 000

-6 276 593

27918987
-7 397998
-44 726
-3456 532
-2600
2000000
0

19 017 131

4822 496
1057 701
5880197
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Unconsolidated statement of changes in equity

for the year ended 31 December

Subordinated

Consolidated Annual Report 2019

Share Legal ' Retained Total
capital reserve convertible earnings
loans

As at 1 January 2018 1000 000 100 000 906 037 6 001956 8007993
Subordinated convertible loan 0 0 378552 0 378 552
Total transactions with owners 0 0 378552 0 378 552
Net profit for the year 0 0 0 3928819 3928819
Total comprehensive income 0 0 0 3928819 3928819
As at 31 December 2018 1000 000 100 000 1284 589 9930775 12 315 364
As at 1 January 2019 1000 000 100 000 1284 589 9930775 12 315 364
Subordinated convertible loan 0 0 57729 0 57 729
Dividend distributions 0 0 0 -100 000 -100 000
Other adjustments 0 0 0 -163 139 -163 139
Total transactions with owners 0 0 57 729 -263 139 -205 410
Net profit for the year 0 0 0 10 545599 10 545 599
Total comprehensive income 0 0 0 10 545 599 10 545 599
As at 31 December 2019 1000 000 100 000 1342 318 20213 235 22 655 553
The adjusted unconsolidated equity of the parent is as follows as at:

31.12.2019 31.12.2018 1.01.2018
Parent company’s unconsolidated equity 22 655553 12 315 364 8007993
Eﬁzsetcz(a_r)rylng amount of subsidiaries in the unconsolidated balance 11300 514 7070 425 -5349 690
Add carrying amount of subsidiaries under equity method (+) 11300514 7 070 425 5349 690
Total 22 655553 12 315 364 8007993
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Confirmation of the management board to the 2019 consolidated annual report

Hereby, we confirm the correctness of the information disclosed in the 2019 consolidated annual report of AS PlusPlus Capital.

Memberof the Managenyent Board
Linda Visocka

Tallinn, 20 April 2020
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Independent Auditor’s Report

To the Shareholders of AS PlusPlus Capital

Our opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the consolidated
financial position of AS PlusPlus Capital and its subsidiaries (together the Group) as at 31 December 2019,
and its consolidated financial performance and its consolidated cash flows for the year then ended in
accordance with International Financial Reporting Standards as adopted by the European Union.

What we have audited

The Group's consolidated financial statements comprise:

e the consolidated statement of financial position as at 31 December 2019;

¢ the consolidated statement of comprehensive income for the year then ended,;

¢ the consolidated statement of cash flows for the year then ended,;

e the consolidated statement of changes in equity for the year then ended; and

¢ the notes to the consolidated financial statements, which include significant accounting policies and
other explanatory information.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor’s responsibilities for the audit of the consolidated
financial statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Independence

We are independent of the Group in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (IESBA Code) and the ethical requirements of
the Auditors Activities Act of the Republic of Estonia. We have fulfilled our other ethical responsibilities in
accordance with the IESBA Code and the ethical requirements of the Auditors Activities Act of

the Republic of Estonia.

Other information

The Management Board is responsible for the other information. The other information comprises
the Management report and the Allocation of income according to EMTA classificators (but does not include
the consolidated financial statements and our independent auditor’s report thereon).

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

AS PricewaterhouseCoopers

Parnu mnt 15, 10141 Tallinn, Estonia; License No. 6; Registry code: 10142876

T: +372 614 1800, F: +372 614 1900, www.pwc.ee

Translation note:

This version of our report is a translation from the original, which was prepared in Estonian. All possible care has been taken to ensure that the translation is an accurate

representation of the original. However, in all matters of interpretation of information, views or opinions, the original language version of our report takes precedence over this
translation.
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In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information identified above and, in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our knowledge obtained in the audit, or otherwise
appears to be materially misstated. If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report that fact. We have nothing to report
in this regard.

Responsibilities of the Management Board and those charged with governance for the
consolidated financial statements

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

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

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

Auditor’s responsibilities for the audit of the consolidated financial statements

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

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
scepticism throughout the audit. We also:

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

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

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Management Board.

Translation note:

This version of our report is a translation from the original, which was prepared in Estonian. All possible care has been taken to ensure that the translation is an accurate
representation of the original. However, in all matters of interpretation of information, views or opinions, the original language version of our report takes precedence over this
translation.
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e Conclude on the appropriateness of the Management Board’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Group’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the consolidated financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the Group to cease to
continue as a going concern.

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

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

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

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

AS PricewaterhouseCoopers
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Lauri Past Rando Rand
Auditor’s certificate no.567 Auditor’s certificate no.617
20 April 2020

Tallinn, Estonia
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Profit allocation proposal

The Management Board of AS PlusPlus Capital proposes to the General Meeting of Shareholders to distribute the profit as
follows (in euros):

Retained earnings as at 31.12.2019 17 659 216
Dividends 500000
Retained earnings after allocation 17 159 216

Tallinn, 20 April 2020

ember of the Management Bo
Mirje Trumsi

Menibeft of e Managemlent Board
Linda Visocka

Tallinn, 20 April 2020
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Allocation of income according to EMTA classificators

The income of AS PlusPlus Capital for financial year 2019 is allocated according to EMTA classificators as follows:

Field of activity Income (EUR) Income (%) Main activity

EMTAK code
Investments in bonds, securities 64301 23 955 506 99% Yes
and other similar financial vehicles
Other credit issuance, except for lombarding 64929 239724 1% Yes
Total operating revenues 24195 230

vi
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