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ESTO passed many milestones in 2019 and
it has been our most successful year so far.
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General information

Business name — ESTO AS

License — Creditor authorization from the Estonian Financial Supervision Authority
Address — Tornimagi 2, Tallinn, Estonia, 15010

Registration date — 06.01.2017

Registry code — 14180709 (Commercial Register of the Republic of Estonia)

VAT number — EE102137143

Telephone — +372 622 5252

E-mail — info@esto.ece

Website — www.esto.ee

Reporting period — 1 January 2019 - 31 December 2019
Independent auditor — KPMG International (KPMG Baltics 0U)
Independent internal auditor — Grant Thornton International (Grant Thornton Baltic OU)

The reporting currency is the euro (EUR), with units presented in thousands.
ESTO AS Annual Report 2019 has been audited.
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Business highlights

ESTO is a leading provider of innovative payments and shopping solutions in
Estonia for consumers and merchants online and in stores. ESTO'S business
model is to facilitate payments between the client and merchantin

e-commerce setting by providing real time payments for the merchant and '

flexible payment options for the client.

ESTO passed many milestones in 2019 and it has been our most successful
year so far. We generated a record revenue and net income, but most impor-
tantly we saw growth in all of our business tines while continuing to make

significant investments in products and technology.

Clients growth Partnerships growth

401%" ~800%"

Growth in loans issued Total number of API requests

643%" ~50M

Total number of Total volume of
transactions transaction

~224 000 ~42M

Annual report 2019

Revenue growth

1329%°

APl requests per second

1.6

ESTO system improvements
during 2019

~2 400
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Management report

Key financial indicators (in thousands of euros)

Total income Net profit

2 063 354

Loan portfolio Equity*

12 436 3457

Ratios and leans issued

Return on equity Return on assets

247.6% 5.3%

Equity® to loan portfolio Provision cost to loan portfolio

2/.8% 2.0%

Formulas

Return on equity: net profit / average equity
Return on assets: net profit / average assets

Cost to income: operating expenses / total revenue

Annual report 2019

Total assets

13 203

Equity

457

Cost/income ratio

35%

Loans originated during 2019

~20M

Equity to loan portfolio: equity including subordinated loans / loan portfolio

Loan losses to loan portfolio: loan loss provision expense / loan portfolio

*Including subordinated debt
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At ESTO our goal is to facilitate simple, secure payments across devices, deliver
flexibility with payment options across platforms for our clients and support
all aspects of online, mobile and in-store payments for our partners. ESTO’s
two-sided platform drives growth and creates great competitive advantages
for our partners, which is why ESTO continues to grow rapidly, adding a record
number of new merchants to our already strong merchant partnership net-
work. The growth is driven by ESTO’s unique offering to both merchants and
consumers, enabling a smarter way to shop and pay.

ESTO’s strategic investments ensure a continuous flow of new products and
services, as well as enhancement and optimization of our current core prod-
ucts. In 2019, we continued to accelerate investments in products, services
and technology.

In 2019 we delivered strong financial performance across our business. The
revenue for the year was 2000 thousand euros, growing over 13x compared to
year before. Our strong revenue growth, combined with disciplined expense
management enabled us to earn close to 400 thousand euros in net profit. We
ended the year with a record number of active clients and partners.

Throughout 2019, we were able to strategically deploy our capital to ensure
that we remain well positioned - financially and technologically - to deliver
value to all of our stakeholders. We believe that the changed economic envi-
ronment will not restrict us from applying the principles of sound financial
management. We will continue to run ESTO with a strong balance sheet - we
have a well-capitalized company with a good level of liquidity. In addition to a
strong balance sheet, we believe that we also maintain strong, properly diver-
sified earnings with good margins.

Mikk Metsa
Chief Executive Officer
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Financial statements
Balance sheet

(in thousands of euros)

ASSETS
Current assets
Cash
Receivables and prepayments

Total current assets

Non-current assets
Receivables and prepayments
Property, plant and equipment
Intangible assets
Total non-current assets

TOTAL ASSETS

LIABILITIES AND EQUITY
Liabilities
Current liabilities

Loan liabilities

Payables and deferred income

Total current liabilities

31.12.2019

489

10 345

10 834

2091

18

260

2 369

13 203

3 576

349

2869

Annual report 2019

31.12.2018

63

1306

1369

447

128

577

1946

25

277

302

Initialled for identification purposes only
Allkirjastatud identifitseerimiseks
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KPMG, Tallinn
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Non-current liabilities
Loan liabilities
Total non-current liabilities
Total liabilities
Equity
Share capital at par value
Share premium
Reserve capital
Retained profit / accumulated loss (prior periods)
Net profit/loss for financial year
Total equity

TOTAL LIABILITIES AND EQUITY

Annual report 2019

31.12.2019 31.12.2018

8 821

8 821

12 746

62

48

125

-132

354

457

13203

Initialled for identification purposes only
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Income statement

(in thousands of euros)

Interest income

Interest expense

Net interest income

Fee income
Fee expense

Net fee and commission income

Other financial income and expense

Other operating income

Other operating expense

Personnel expenses

Depreciation, amortization and impairment losses

Other operating expense

Profit/loss before income tax

Income tax

Profit/loss for the period

2019

1373

-712

661

641

-182

459

49

-584

-14

354

0

354

Initialled for identification purposes only
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2018

89

28

52

26

-132

0

-132

30. 06. 2020
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Statement of cash flows

(in thousands of euros)

Profit before income tax
Adjustments for
Interest received
Interest cost
Impairments (provisions)
Loan sales
Depreciation, amortization and impairment losses
Other adjustments
Change in receivables and prepayments
Change in trade payables and other liabilities
Loans issued
Repayment of loans issued

Net cash from operating activities

2019

354

-225

85

41

59

21

32

100

-17 984

737N

-10 239

Initialled for identification
Allkirjastatud identifits
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2018

-132

51

55

-2 197

696

-1530

purposes only
eerimiseks

30. 06, 2020

Annual report 2019

Note no



esto

Acquisition of property, plant and equipment and intangible assets

Proceeds from investments

Net cash used in investing activities

Loans received

Repayment of loans received

Equity contribution

Net cash used in financing activities

NET CASH FLOW

Cash and cash equivalents at
beginning of period
Net increase/decrease in cash and cash equivalents

Cash and cash equivalents at end
of period

2019

-169

-166

11379

-673

125

10 831

426

63

426

489

Initialled for identification purposes only
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2018

-129

-129

1712

60

1676

16

47

16

63

Allkirjastatud identifitseerimiseks
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Statement of changes in equity

(in thousands of euros)

31.12.2017

Loss for the reporting period

Issue of shares

31.12.2018

Adjustment

Adjusted balance 31.12,2018
Profit for the reporting period

Reserve capital contribution

31.12.2019

ESTO AS issued shares which were subscribed by a financial investor at premium. The
financial investor also made a contribution to ESTO AS reserve capital in order to cover
the loss of the financial year 2018.

Share capital
at par value

50

0]

12

62

62

62

Share
premium

0

0

48

48

48

48

Reserve
capital

0]

0

125

125

Retained
earnings /
accumulated
loss

-125

-125

-132

354

222

Initialled for identification purposes onl
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Total

S0

-125

60

354

125
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Notes to the financial statements

Note 1- Accounting policies

General information

The financial statements of ESTO AS (hereinafter: ESTO and/or the Company)
for the year 2019 have been prepared in accordance with the Estonian Finan-
cial Reporting Standard (EFS), which is based on internationally recognized
accounting and reporting standards. The basic requirements of the EFS are
established by the Estonian Accounting Act and more specific guidance is
provided in the guidelines issued by the Estonian Accounting Standards Board.

The financial year starts on 1 January and ends on 31 December. The state-
ments are presented in thousands of euros unless otherwise indicated. The
official language of the annual report of ESTO AS is Estonian and the Estonian
version shall prevail in case of discrepancies between different language ver-

sions.

Pursuant to the classification established by the Estonian Accounting Act, the
Company is a small undertaking and therefore allowed to submit abridged an-
nual accounts. This report has been prepared according to the requirements
applicable to the abridged annual accounts of small undertakings.

Cash and cash equivalents

Cash and cash equivalents in the balance sheet and the statement of cash

flows comprise current accounts.

Initialled for identification purposes onl
Allkirjastatud identifitseerimiseks Y

30, 06, 2020

Signature / allkin =25 6655
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Foreign currency transactions and assets and lia-
bilities denominated in a foreign currency

The functional and presentation currency of ESTO is the euro. Financial assets
and liabilities denominated in a foreign currency have been translated into
euros based on the exchange rates of the European Central Bank prevailing
at the reporting date. Foreign currency transactions are recorded based on
the foreign currency exchange rates of the European Central Bank prevailing
at the dates of the transactions. Foreign exchange gains and losses arising
on translation are recognized in the income statement within finance income
and expenses for the period.

Recognition of income and expenses

Interest income and expenses are calculated by applying the effective
interest rate to the gross carrying amount of financial assets or liabilities.

Revenue from contracts with customers is recognized as fee and commission
income. Fee and commission income is recognized at the time when the ser-
vice is delivered to the customer and at an amount that reflects the consid-
eration to which ESTO expects to be entitled in exchange for the service. Fee
and commission income and expenses are recognized over time on a straight-
line basis as the services are rendered, when the customer simultaneously
receives and consumes the benefits provided by ESTO’s performance. Such
income includes for example loan origination fees and monthly loan main-
tenance fees. Variable fees are recognized in revenue only to the extent that
management determines that it is highly probable that a significant reversal
will not occur. Other fee and commission income is recognized at a point in
time when ESTO satisfies its performance obligation, usually upon execution
of the underlying transaction. The amount of fee and commission received or
receivable represents the total transaction price for the services identified as
distinct performance obligations. Such income includes, for example, fee for
early termination of contract. Expenses that are directly related to the gener-
ation of fee and commission income are recognized as fee and commission

expenses.

Initialled for identification purposes onl
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Receivables and prepayments

The core business of ESTO involves offering consumer finance solutions to
households. In line with our core business, our loan portfolio is diversified
and the average loan amount is small. In assessing private customers’ cred-
it solvency, credit behaviour modelling is used, which takes into account, in
addition to customer’s previous payment behaviour, income and obligations,
also other parameters associated with the customer’s payment discipline. The
credit behaviour models used by ESTO are constantly changing and are up-
dated to reflect the changes in the type of information used to make credit
decisions and in the economic environment.

ESTO’s receivables are classified according to the loan product -
(1) hire purchase, (2) small loan, (3) revolving credit line.

Financial assets and financial liabilities are recognized when ESTO becomes a
party to the contractual provisions of the instrument. Purchases and sales of
financial assets under normal market conditions are recognized on the trade
date, ii.e. the date on which ESTO commits to the purchase or sale of the asset.
At initial recognition, ESTO measures a financial asset or financial liability at
its fair value plus or minus, in the case of a financial asset or financial liability
not at fair value through profit or loss, transaction costs that are incremental
and directly attributable to the acquisition or issue of the financial asset or fi-
nancial liability, such as fees and commissions. Transaction costs of financial
assets and financial liabilities carried at fair value through profit or loss are
expensed in the income statement. Immediately after initial recognition, an
expected credit loss is recognized for assets measured at amortized cost and
at fair value through other comprehensive income, and hence a ioss allowance
is recorded in the income statement when an asset is originated.

Debt instruments are those instruments that meet the definition of a finan-
cial liability from the issuer's perspective. The business model reflects how
ESTO manages its financial assets in order to generate cash flows - that is,
whether ESTO’s objective is solely to collect contractual cash flows from the
assets or to collect both contractual cash flows and cash flows arising from
the sale of assets. If neither of these is applicable (e.g. financial assets are held
for trading purposes), then the financial assets are classified as part of "other"
business model and measured at fair value through profit or loss.

Annual report 2019
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Expected credit loss measurement and
impairment assessment

ESTO assesses on a forward-looking basis the expected credit losses associ-
ated with its debt instrument assets carried at amortized cost or at fair value
through other comprehensive income. ESTO recognizes a loss allowance for
such losses at each reporting date. The measurement of expected credit loss-
es reflects:

- an unbiased and probability-weighted amount that is determined by evalu-
ating a range of possible outcomes,

- reasonable and supportable information that is available without undue
cost or effort at the reporting date about past events, current conditions and
forecasts of future economic conditions.

To calculate the impairment of financial instruments, ESTO uses the expect-
ed credit loss model. Probability of default is calculated based on 6-month
weighted average monthly transition matrices.

Expected credit loss is the discounted product of the probability of default
(PD), exposure at default (EAD) and loss given default (LGD), defined as
follows:

- PD is the estimate of the likelihood that the borrower will default on the con-
tractual terms of the payment over the next 12 months. The PD component
varies by the product type, the number of days in default and the period of
recognition in the balance sheet. PD is calculated using Markov’'s transition
matrices - the matrices of the previous 6-month period are used to estimate
the probabilities of cumulative transitions in the future.

- EAD reflects the amount ESTO expects to be owed at the time of default. For
off-balance sheet items, EAD represents an estimate of the amounts drawn by
the time of default.

- LGD represents ESTO’s estimate of the total extent of loss on a defaulted
exposure. LGD is expressed as a percentage loss per unit of exposure at the
time of default. The calculation of LGD takes account of factors that have an
effect on the expected cash flows after default. The LGD component varies by
the product type and the strategy used for loan collection. The parameter is
influenced by the loan collection techniques, including the possibility of the

Annual report 2019
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sale of the claim and the sales price.

The assumptions used in the calculation of expected credit loss are monitored
and revised on a quarterly basis. During the reporting period there have been

no significant changes in the estimation process and the main assumptions
used.

Initialled for identification purposes onl
Allkirjastatud identiﬁtsgcrmeks 4

30. 06. 2020
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Property, plant and equipment and intangible assets

Property, plant and equipment comprises assets used in the operations of the
Company with a useful life of over one year and exceeding a cost threshold.
Intangible assets are non-physical assets exceeding a cost threshold, which
the Company expects to use for over one year.

Property, plant and equipment and intangible assets are initially recognized
at acquisition cost, consisting of the purchase price and costs directly related
to the purchase. The acquisition cost of intangible assets includes the costs
of software development purchased from external service providers and other
intangible assets.

The assets are then carried at cost less accumulated depreciation and amor-
tization and any impairment losses. Straight-line amortization and deprecia-
tion method is used.

Intangible assets include intangible assets under development associated
with the system, which are not amortized until the completion and deploy-
ment of the project.

The threshold for recognizing assets as property, plant and equipment
and intangible assets is 400 euros.

Useful life by groups of fixed assets (years).

Asset group Useful life
Inventory 3 years
Computing technology 3-5 years
Intangible assets 3-10 years

Financial liabilities

Initialled for identification purposes only

In both the current and prior period, financial liabilities of ESTO are measured Allkirjastatud identifitseerimiseks

at amortized cost. A financial liability (or part of a financial liability) is removed 30 06. 2020

from the balance sheet when and only when they are extinguished (i.e. when Signature / allki
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Corporate income tax

According to the Estonian Income Tax Act, annual profit earned by companies
is not subject to taxation. Corporate income tax is paid on dividends, fringe
benefits, gifts, donations, costs of entertaining guests, payments not associ-
ated with business activities and adjustments of the transfer price. As from 1
January 2015, the tax rate on the net dividends paid out of retained earnings
is 20/80. As from 2019, a reduced tax rate of 14/86 can be applied to dividend
payments. The more favorable 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 at the rate of 20/80. When calculating the average divi-
dend payment of the three preceding years, 2018 will be the first year to be tak-
en into account. Due to the nature of the taxation system, Estonian companies
do not have any temporary differences between the tax bases and carrying
amounts of assets and liabilities, and hence, no deferred income tax assets
and liabilities arise. Corporate income tax arising from dividend distribution is
recorded as an expense in the income statement when dividends are declared.
The contingent income tax liability which would accompany the payment of
available equity as dividends is not reported in the balance sheet.

Initialleq for identification
Allkirjastatud identifits
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Adjustments

The items ‘Fee expense’ and
‘Other operating expenses’ in
the income statement were
adjusted to reflect all costs of
services directly associated
with issuing loans as fee ex-
pense.

Statements for 2018 were ad-
justed as revenue accounting
for 2019 has been brought in
line with the principles of ac-
crual-based accounting. This
resulted in the decrease of
revenue by 7.4 thousand eu-
ros as income received from
hire purchase exceeded the
scheduled payments.

Related parties

(in thousands of euros)
Item
Other operating expenses

Fee expense

As at 31 December

(in thousands of euros)

Item

Receivables and prepayments,
within 12 months

Payables and deferred income
Net profit

Interest income

Fee income

Other operating expenses

31.12.2018

-102

-18

31.12.2018

1303

268

-125

82

53

-102

In preparing the financial statements, the following have been considered

as related parties:

a.owners;

b. members of the executive and higher management;

c. family members of or the above persons and entities under their

control or significant influence.

Capital

ESTO’s own funds provide the capacity to absorb unexpected losses that

cannot be avoided or mitigated, and ensure that at all times a sufficient buffer

of financial resources exist to meet obligations to stakeholders. In this way,

ESTO’s capital functions as a last resort protection against risk.

Annual report 2019

Correction

Correction

31.12.2018

31.12.2018

1306

278

-132

89

52

-108

Initialled for identification purposes only
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Note 2
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Receivables and prepayments

2019

(in thousands of euros)

Other receivables
Loan receivables
Interest receivables
Accrued income

Prepayments

Deferred expenses

Total receivables and prepayments

31.12.2019

12 224

11922

283

212

212

12 436

Initialled for identification purposes only

Within

12 months

10 217

9 915

283

19

128

128

10 345

Allkirjastatud identifitseerimiseks
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Within
1-S years

2 007

2 007

84

84

2 091
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2018

(in thousands of euros)

Trade receivables

Accounts receivable
Receivables from related parties
Other receivables

Loan receivables

Interest receivables

Accrued income
Prepayments

Deferred expenses

Total receivables and prepayments

Adjustment for 2018: see note 1 for further information.

31.12.2018

1749

1746

1753

Annual report 2019

Within
12 months

1302

1299

1306

Initialled for identification purposes onl
Allkirjastatud identifitseerimiseks 4
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Within
1-5 years

447
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Note 3
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Property, plant and equipment

(in thousands of euros)
31.12.2017

Acquisition cost

Accumulated depreciation
Carrying amount

Acquisitions and improvements

Depreciation

31.12.2018

Acquisition cost

Accumulated depreciation
Carrying amount

Acquisitions and improvements

Depreciation

31.12.2019
Acquisition cost
Accumulated depreciation

Carrying amount

Signature / allkiri

Computers, Other

computer PP&.E
systems

0 0

o 0

(o] 0

o 2

0 0

0 2

0 0

(o] 2

18 2

-2 -2

18 4

-2 -2

16 2

Initialled for identification purposes only

Allkirjastatud identifitseerimiseks

30. 06. 2020

..................

KPMG, Tallinn

...........

Total

22

18

23



esto

Note 4

Intangible assets

(in thousands of euros)
31.12.2017

Acquisition cost

Accumulated amortization
Carrying amount

Acquisitions and improvements

Amortization

31.12.2018

Acquisition cost

Accumulated amortization
Carrying amount

Acquisitions and improvements

Amortization

31.12.2019
Acquisition costs
Accumulated amortization

Carrying amount

Other
intangible
assets

10

10

126

136

128

70

206

179

Initialled for identification purposes only
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Projects
under
development

81

81

81

Allkirjastatud identifitseerimiseks

30. 06. %nzu
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Total

10
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136

128

151

287

260
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Note 5

Loan liabilities

2019

(in thousands of euros)

Current loans
Marketplace loan

Total current

Non-current loans
Loan agreement

Loan agreement

(Partly subordinated) loan
agreement

Total non-current loans

Total

31.12.2019

2678

2678

1719

5000

3000

9719

12 397

By remaining maturity

Within
12 months

1932

1932

1644

1644

3 576

Within
1-5 years

746

746

75
5000
3000

8 075

8 821

Initialled for identification
Allkirjastatud identifit

Interest
rate
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12%

"%

12%

Currency

EUR

EUR

EUR

EUR
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Due date

March-2020
- April-2024

Oct - 2021
July - 2022

Oct - 2021

25
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2018

(in thousands of euros)

Current loans
Loan agreement

Total current loans

Non-current loans
Loan agreement
Loan agreement
Loan agreement

Total non-current loans

Total

31.12.2018

25

25

400

400

866

1666

1691

By remaining maturity

Within
12 months

25

25

25

Within Interest

1-5 years rate

0 5%
(o

400 12%

400 12%

866 12%
1666
1666

Annual report 2019

Currency

EUR

EUR
EUR

EUR

Initialled for identification pu se
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Note G
Payables and deferred income

31.12.2012 12 months
(in thousands of euros)

Trade payables 107 107
Personnel payables 19 19
Tax payables 16 16
Other liabilities 123 123
Interest payables 102 102
Other accruals 21 21
Advances received 68 68
Deferred income 68 68
Vendor payables 16 16
Total 349 349
31.12.2018 Within

12 months

Trade payables 52 52
Personnel payables 9 9
Tax payables 5 5
Other payables 18 18
Interest payables 17 17
Other accruals 1 1
Advances received 10 10
Deferred income 10 10
Vendor payables 184 184
Total 278 278

27
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Note 7
Share capital

Share capital (in thousands of euros)
Number of shares

Nominal value

Note 8

Annual report 2019

31.12.2019

62

62 420

Other operating income

(in thousands of euros)
Sale of loans income
Other

Total

2019

30

49

Initialled for identification purposes only
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Note 9 30. 06. 2020
Fee iIncome G i~

(in thousands of euros) 2019 2018
Loan origination (contract) fee 443 35
Loan maintenance fee 164 14
Other fees associated with loans issued 34 3
Total 641 52

Note 10
Other operating expenses

(in thousands of euros) 2019 2018
Rental costs -28 -10
Marketing cost -137 -50
IT cost -132 -10
Consultation, training, audit costs -69 -28
Communications cost -9 -2
Transportation costs -5 -1
Other personnel costs -16 0
Loan provision cost -185 -6
Other -3 -1
Total -584 -108
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Note 11
Personnel expenses

(in thousands of euros) 2019 2018
Salaries -105 -50
Social taxes -36 -16
Total -141 -66
Average number of personnel converted to full-time equivalent 6 2

Note 12
Other operating expenses

(in thousands of euros) 2019 2018
Loan sale expenses -59 -4
Other -1 0
Total -70 -4
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KPMG, Tallinn =~ &
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Note 13

Related party disclosures

Balances with related parties

(in thousands of euros) 31.12.2019
Liabilities

Members of the executive and higher management, 0]

owners (private individuals) with a qualifying interest and

entities under their control or significant influence

Owners (legal entities) with a qualifying interest and entities un- 2829

der their control or significant influence

Close family members of members of the executive and higher 352

management and owners (private individuals) with a qualifying

interest, and entities under their control or significant influence

Loans

2019 Loans Repayment Interest
received of loans paid

(in thousands of euros) received

Owners (legal entities) with a qualifying

interest and entities under their control

or significant influence

Loans received and repayments 1935 1 241

Close family members of members of

the executive and higher management

and owners (private individuals) with a

qualifying interest, and entities under

their control or significant influence

Loans received and repayments 524 200 32

Annual report 2019

31.12.2018

Receivables

Interest
rate

12%

12%

Liabilities

10

875

26

Currency

EUR

EUR

Initialled for identification purposes only
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Loans

2018

(in thousands of euros)

Members of the executive and
higher management, owners (pri-
vate individuals) with a qualifying
interest and entities under their
control or significant influence

Loans granted and repayments

Owners (legal entities) with a qual-
ifying interest and entities under
their control or significant influ-
ence

Loans received and repayments

Close family members of members
of the executive and higher man-
agement and owners (private indi-
viduals) with a qualifying interest,
and entities under their control or
significant influence

Loans received and repayments

Purchases of goods and

2019

(in thousands of euros)

Owners (legal entities) with a qualifying
interest and entities under their control
or significant influence

Initialled for identification purposes only
Allkirjastatud identifitseerimiseks

30. 06, 2020

Signature / allkini ... 0L D
KPMG, Tallinn
Loans Repayment Received Repayment
granted of loans loans of loans
granted received
2 0 0 0
0 0 867 1
o 0 45 95
services

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

(in thousands of euros)

Remuneration

Annual report 2019

Interest Currency
rate
12%-
EUR
12.9%
12% EUR
5% EUR
Purchases
of goods and
services
151
2019 2018
25 25
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Note 14
Events after the reporting date

The spread of the coronavirus (Covid-19) in Estonia and in the world has affected
businesses and the economic environment in general. We treat this outbreak as
a non-corrective event after the reporting date. Given the uncertainty and rapid
development of the situation, it is not practicable to make an accurate quanti-
tative assessment of the possible impact of the virus outbreak on the Company.

The Company is monitoring the situation closely and based on the current posi-
tion, it is not expected to have a significant negative impact on the short-term
results of our operations. The Company takes all necessary measures to protect
its people and mitigate the threat to our customers and the Company as a whole.

Initialled for identification purposes only
Allkirjastatud identifitseerimiseks
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KPMG, Tallinn

---------

33



esto

Signatures of the management
board to the annual report

The management board has prepared the management report and the financial
statements of ESTO AS for the financial year ended 31 December 2019.

The management board declares that the report provides a true and fair view of
the business operations, financial results and financial position of the
Company.

The management board declares that according to their best knowledge the
financial report presents a fair view of the assets, liabilities, financial position
and profit or loss of the Company according to the Estonian Financial Reporting

Standard.

30.06.2020

Mikk Metsa

Annual report 2019
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Independent Auditors’ Report

(Translation of the Estonian original)

To the shareholders of ESTO AS

Opinion

We have audited the financial statements of ESTO AS (the Company), which comprise the balance sheet
as at 31 December 2019, the income statement, the statements of cash flows and changes in equity for

the year then ended, and notes, comprising significant accounting policies and other explanatory
information.

In our opinion, the financial statements presented on pages from 7 to 33 present fairly, in all material
respects, the financial position of the Company as at 31 December 2019, and its financial performance and
its cash flows for the year then ended in accordance with the Estonian financial reporting standard.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (Estonia). Our
responsibilities under those standards are further described in the Auditors’ Responsibilities for the Audit
of the Financial Statements section of our report. We are independent of the Company in accordance with
the ethical requirements that are relevant to our audit of the financial statements in Estonia, and we have
fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Other Information

Management is responsible for the other information. The other information comprises the activity report,
but does not include the financial statements and our auditors’ report thereon.

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

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the 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 Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the Estonian financial reporting standard, and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

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

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

KPMG Baltics OU, an Estonian limited liability company and a
maember firm of the KPMG network of independent member firms
affiliated with KPMG International Cooperative {"KPMG
International”}, a Swiss entity. Reg no 10096082
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Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditors’ 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 International Standards on Auditing (Estonia) 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 financial statements.

As part of an audit in accordance with Standards on Auditing (Estonia), we exercise professional judgment
and maintain professional scepticism throughout the audit. We also:

) Identify and assess the risks of material misstatement of the 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.

o 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 Company'’s internal control.

° Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.
° Conclude on the appropriateness of management's use of the going concern basis of accounting

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

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

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.

Eero Kaup
Certified Public Accountant, Licence No 459

KPMG Baltics OU
Licence No 17

Tallinn
30.06.2020



