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STATEMENT OF MANAGEMENT’S RESPONSIBILITIES FOR THE PREPARATION AND
APPROVAL OF THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2017
Management is responsible for the preparation of the financial statements that present fairly the financial
position of Georgian Central Securities Depository JSC (hereinafter - the “Company”) at 31 December
2017 and the results of its operations, cash flows, and changes in equity for the period then ended, in
accordance with International Financial Reporting Standards (“IFRS”).
In preparing the financial statements, management is responsible for:
• Selecting suitable accounting principles and applying them consistently;
• Making judgments and estimates that are reasonable and prudent;
• Stating whether IFRS have been followed, subject to any material departures disclosed and explained
in the financial statements; and
• Preparing the financial statements on a going concern basis, unless it is inappropriate to presume that
the Company will continue in business for the foreseeable future.

Management is also responsible for:
•
•
•
•
•

Designing, implementing and maintaining an effective and sound system of internal controls,
throughout the Company;
Maintaining proper accounting records that disclose, with reasonable accuracy at any time, the
financial position of the Company, and which enable them to ensure that the financial
statements of the Company comply with IFRS;
Maintaining statutory accounting records in compliance with local legislation;
Taking such steps as are reasonably available to them to safeguard the assets of the
Company; and
Preventing and detecting fraud and other irregularities.

The financial statements for the year ended 31 December 2017 were approved on behalf of the
management on 20 March 2018 by:

Gaioz Sanadze

General Director

Khatuna Gvilava

Chief Accountant
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INDEPENDENT AUDITOR’S REPORT
TO THE MANAGEMENT AND SHAREHOLDERS OF GEORGIAN CENTRAL SECURITES DEPOSITORY
JSC
Qualified Opinion
We have audited the accompanying financial statements of Georgian Central Securities Depository JSC
(hereinafter the “Company”), which comprise the statement of financial position as at 31 December 2017 and the
statement of comprehensive income, statement of changes in equity and cash flows statement for the year then
ended, and a summary of significant accounting policies and other explanatory notes (hereinafter - “financial
statements”).
In our opinion, except for the possible effects of the matter described in the Basis for Qualified Opinion section of
our report, the accompanying financial statements present fairly, in all material respects, the financial position of
the Company as at 31 December 2017, and its financial performance and its cash flows for the year then ended
in accordance with International Financial Reporting Standards (IFRS).
Basis for Qualified Opinion
In 2003 intangible assets and property, plant and equipment were contributed into the company’s equity. The
assets were recognized at estimated value, which comprised GEL 85,000. We were unable to obtain
reasonable assurance in order to confirm the equity increase by the mentioned amount.
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 Financial
Statements section of our report. We are independent of the Company in accordance with the International
Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code), and we
have fulfilled our other ethical responsibilities in accordance with the IESBA Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our qualified opinion.
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 International Financial Reporting Standards, 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.
Auditor’s 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 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 financial statements.
As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
skepticism 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
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 auditor’s report to
the related disclosures in the 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 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.

20 March 2018
RSM Georgia

Managing partner: Giorgi Kvinikadze
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STATEMENT OF PROFIT AND LOSS AND OTHER COMPREHENSIVE INCOME

Note

2017

2016

GEL

GEL

Fee and commission income

3

78,890

58,032

Other operating income

3

12,030

14,672

TOTAL OPERATING INCOME

3

90,920

72,704

(153,029)

(128,150)

Rent expenses

(18,168)

(17,185)

Consulting fees

(19,605)

(5,000)

(2,664)

(2,601)

Other operating expense

(13,661)

(9,352)

Representative expenses

-

(35,649)

Salary expenses

7

Depreciation expense

Financial income

4

36,298

22,046

Revenue from sponsors

5

-

61,706

(45,872)

(28,775)

(125,781)

(70,256)

-

(3,991)

(125,781)

(74,247)

Forex gain/(loss)
PROFIT (LOSS) BEFORE TAX

6

Income tax expense
PROFIT (LOSS) FOR THE YEAR
Other comprehensive income

-

TOTAL COMPREHENSIVE INCOME FOR THE YEAR

(125,781)

(74,247)

(0.31)

(0.69)

EARNINGS PER SHARE
BASIC

The financial statements for the year ended 31 December 2017 were approved on behalf of the management
on 20 March 2018 by:

Gaioz Sanadze

General Director

Khatuna Gvilava

Chief Accountant
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STATEMENT OF FINANCIAL POSITION
2017

2016

Note

GEL

GEL

Property and equipment

7

5,619

7,431

Intangible assets

8

-

-

Deferred tax assets

9

-

-

Held to maturity financial asset

10

690,775

-

Prepayments for purchase of intangible asset
Total non-current assets

11

287,929
984,323

7,431

4,897

4,897

ASSETS
NON-CURRENT ASSETS

CURRENT ASSETS
Income tax asset
Trade and other receivables

12

13,368

10,590

Cash and cash equivalents
Total current assets

13

269,266
287,531

1,374,771
1,390,258

1,271,854

1,397,689

TOTAL ASSETS
EQUITY AND LIABILITIES
EQUITY
Share Capital

14

405,699

405,699

Share premium

14

809,501

809,501

54,536
1,269,736

180,317
1,395,517

-

-

2,118
2,118

2,172
2,172

Retained earnings
TOTAL EQUITY
NON-CURRENT LIABILITIES
TOTAL NON-CURRENT LIABILITIES
CURRENT LIABILITIES
Trade and other payables
Total current liabilities
TOTAL LIABILITIES
TOTAL EQUITY AND LIABILITIES

2,118

2,172

1,271,854

1,397,689

The financial statements for the year ended 31 December 2017 were approved on behalf of the management
on 20 March 2018 by:

Gaioz Sanadze

General Director

Khatuna Gvilava

Chief Accountant
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STATEMENT OF CHANGES IN EQUITY

SHARE
CAPITAL
Note
At 31 December 2015
Profit/(loss) for the year
Issue of shares
At 31 December 2016
Profit/(Loss) for the year
At 31 December 2017

14

SHARE
PREMIUM

RETAINED
EARNINGS

TOTAL EQUITY

GEL

GEL

GEL

GEL

101,200

10,800

254,564

366,564

-

-

(74,247)

(74,247)

304,499

798,701

-

1,103,200

405,699

809,501

180,317

1,395,517

-

-

(125,781)

(125,781)

405,699

809,501

54,536

1,269,736

The financial statements for the year ended 31 December 2017 were approved on behalf of the management
on 20 March 2018 by:

Gaioz Sanadze

General Director

Khatuna Gvilava

Chief Accountant
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STATEMENT OF CASH FLOWS

2017
GEL

2016
GEL

88,142
(204,407)
19,386
(96,879)

68,915
(195,552)
83,752
(42,885)

10
7
11

(673,972)
(852)
(287,929)
(962,753)

-

14

-

1,103,200
1,103,200

13

1,374,771
(1,059,633)
(45,872)
269,266

343,231
1,060,315
(28,775)
1,374,771

Note
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers
Cash outflow to suppliers and salary payments
Cash outflow for income tax
Cash received from interest
Net cash generated by (used in) operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Net increase held to maturity financial assets
Acquisition of property plant and equipment
Prepayments for purchase of intangible asset
Net cash used in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of shares
Net cash generated by (used in) financing activities
CASH AND CASH EQUIVALENTS
At 1 January
Net increase in the year
Effect of exchange rate changes on cash and cash equivalents held
At 31 December

13

The financial statements for the year ended 31 December 2017 were approved on behalf of the management
on 20 March 2018 by:

Gaioz Sanadze

General Director

Khatuna Gvilava

Chief Accountant
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GEORGIAN CENTRAL SECURITIES DEPOSITORY JSC
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

NOTES
1

GENERAL INFORMATION

Georgian Central Securities Depository JSC (hereinafter - “Company”), was established on 1 November 1999 according to
the legislation of Georgia.
The Company’s main activity is holding member’s securities in nominee ownership, provision of clearing and settlement
operations with these securities, and provision of other types of services permitted by Georgian legislation.
The founder of the company is the Georgian Stock Exchange JSC.
In December of 2016 the Company issued 304,499 new shares with a par value of GEL 1 per share and a selling price of
GEL 3.62 per share. All shares were sold to Tbilisi Stock exchange JSC, for a total of GEL 1,103,200. As a result, the
Company’s share capital and share premium have increased by GEL 304,499 and GEL 798,701 respectively.
As at 31 December 2017 and 2016, the company’s share ownership was as follows:
Georgian Stock Exchange JSC owns - 24.64%;
Tbilisi Stock Exchange” JSC - 75.06%;
Others – 0.3%

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(A)

BASIS OF PREPARATION

These financial statements have been prepared on a going concern basis and in accordance with International Financial
Reporting Standards (“IFRS”), being standards and interpretations issued by the International Accounting Standards Board
(“IASB”), in force at 31 December 2017.
The financial statements comprise a statement of profit and loss and other comprehensive income, a statement of financial
position, a statement of changes in equity, a statement of cash flows, and explanatory notes.
The Company presents the profit and loss items using the classification by nature of expenses. The Company believes this
method provides more useful information to the readers of the financial statements as it better reflects the way operations
are managed from a business point of view. The format of the statement of financial position is based on a current / noncurrent distinction.

Depository activities
The Company provides depository services to its customers, which include transactions with securities on their depository
accounts. Assets accepted and liabilities incurred under the depository activities are not included in the Company’s Financial
Statements. The Company accepts the operational risk on these activities, but Company’s customers bear the credit and
market risks associated with such operations. Revenue from provision of depository services is recognised at the time when
services are provided.
Measurement bases
The financial statements have been prepared on a historical cost basis, unless mentioned otherwise in the accounting
policies below (eg certain financial instruments are measured at fair value). Historical cost is generally based on the fair
value of the consideration given in exchange for assets.
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. When measuring the fair value of an asset or a liability, the Company uses
market observable data to the extent possible. If the fair value of an asset or a liability is not directly observable, it is
estimated by the Company (though working closely with external qualified valuers) using valuation techniques that maximise
the use of relevant observable inputs and minimise the use of unobservable inputs (eg by use of the market comparable
approach that reflects recent transaction prices for similar items, discounted cash flow analysis, or option pricing models

6

GEORGIAN CENTRAL SECURITIES DEPOSITORY JSC
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

refined to reflect the issuer’s specific circumstances). Inputs used are consistent with the characteristics of the asset / liability
that market participants would take into account.
Fair values are categorised into different levels in a fair value hierarchy based on the degree to which the inputs to the
measurement are observable and the significance of the inputs to the fair value measurement in its entirety:
•
Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets for identical
assets or liabilities.
•
Level 2 fair value measurements are those derived from inputs other than quoted prices included within Level 1 that
are observable for the asset or liability, either directly (ie as prices) or indirectly (ie derived from prices).
•
Level 3 fair value measurements are those derived from valuation techniques that include inputs for the asset or
liability that are not based on observable market data (unobservable inputs).
Application of new IFRS requirements
For the preparation of these consolidated financial statements, the following amendments to Standards are mandatory for
the first time for the financial year beginning 1 January 2017.
•
Amendments to IAS 7 titled Disclosure Initiative (issued in January 2016) – The amendments require entities to
provide information that enables users of financial statements to evaluate changes in liabilities arising from the entity’s
financing activities. The effect of the amendments on the Group’s consolidated financial statements has been the inclusion
of additional disclosures in Note 22.
•
Amendments to IAS 12 titled Recognition of Deferred Tax Assets for Unrealised Losses (issued in January 2016) –
The amendments clarify the accounting for deferred tax where an asset is measured at fair value and that fair value is below
the asset’s tax base (eg deferred tax asset related to unrealised losses on debt instruments measured at fair value), as well
as certain other aspects of accounting for deferred tax assets. The amendments had no effect on the Group’s consolidated
financial statements.

New IFRS requirements in issue but not yet effective
For the preparation of these financial statements, the following new or amended standards are mandatory for the first time
for the financial year beginning 1 January 2017:

Amendments to existing Standards
•

Amendments to IAS 28 (Annual Improvements to IFRS Standards 2014–2016 Cycle, issued in December 2016) - The
amendments, applicable to annual periods beginning on or after 1 January 2018 (earlier application permitted), clarify
that the election to measure at fair value through profit or loss an investment in an associate or a joint venture that is
held by an entity that is a venture capital organisation, mutual fund, unit trust or other qualifying entity, is available for
each investment in an associate or joint venture on an investment-by-investment basis, upon initial recognition. The
amendments are not expected to have an effect on the Company’s financial statements.

•

Amendments to IAS 40 titled Transfers of Investment Property (issued in December 2016) - The amendments,
applicable to annual periods beginning on or after 1 January 2018 (earlier application permitted), clarify that transfers to,
or from, investment property (including assets under construction and development) should be made when, and only
when, there is evidence that a change in use of a property has occurred. The amendments are not expected to have a
material effect on the Company’s financial statements.

•

Amendments to IFRS 2 titled Classification and Measurement of Share-based Payment Transactions (issued in
June 2016) - The amendments, applicable to annual periods beginning on or after 1 January 2018 (earlier application
permitted), clarify the effects of vesting and non-vesting conditions on the measurement of cash-settled share-based
payment (SBP) transactions, the accounting for SBP transactions with a net settlement feature for withholding tax
obligations, and the effect of a modification to the terms and conditions of a SBP that changes the classification of the
transaction from cash-settled to equity-settled. The amendments are not expected to have a material effect on the
Company’s financial statements.
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•

Amendments to IFRS 4 titled Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts (issued in
September 2016) - The amendments, applicable to annual periods beginning on or after 1 January 2018, give all
insurers the option to recognise in other comprehensive income, rather than in profit or loss, the volatility that could
arise when IFRS 9 is applied before implementing IFRS 17 (‘the overlay approach’). Also, entities whose activities are
predominantly connected with insurance are given an optional temporary exemption (until 2021) from applying IFRS 9,
thus continuing to apply IAS 39 instead (‘the deferral approach’). As the Company has not issued insurance contracts,
the amendments are not expected to have an effect on its financial statements.

•

Amendments to IFRS 10 and IAS 28 titled Sale or Contribution of Assets between an Investor and its Associate or Joint
Venture (issued in September 2014) – The amendments address a current conflict between the two Standards and
clarify that a gain or loss should be recognised fully when the transaction involves a business, and partially if it involves
assets that do not constitute a business. The effective date of the amendments, initially set for annual periods beginning
on or after 1 January 2016, was deferred indefinitely in December 2015 but earlier application is still permitted. This is
not expected to have an effect on the Company’s financial statements.

New Standards
•

IFRS 9 Financial Instruments (issued in July 2014) – The Standard will replace IAS 39 (and all the previous versions of
IFRS 9) effective for annual periods beginning on or after 1 January 2018 (earlier application permitted). It contains
requirements for the classification and measurement of financial assets and financial liabilities, impairment, hedge
accounting, recognition and derecognition.
o IFRS 9 requires all recognised financial assets to be subsequently measured at amortised cost or fair value
(through profit or loss or through other comprehensive income), depending on their classification by reference
to the business model within which they are held and their contractual cash flow characteristics.
o For financial liabilities, the most significant effect of IFRS 9 relates to cases where the fair value option is
taken: the amount of change in fair value of a financial liability designated as at fair value through profit or loss
that is attributable to changes in the credit risk of that liability is recognised in other comprehensive income
(rather than in profit or loss), unless this creates an accounting mismatch.
o For the impairment of financial assets, IFRS 9 introduces an “expected credit loss (ECL)” model based on the
concept of providing for expected losses at inception of a contract; recognition of a credit loss should no longer
wait for there to be objective evidence of impairment.
o For hedge accounting, IFRS 9 introduces a substantial overhaul allowing financial statements to better reflect
how risk management activities are undertaken when hedging financial and non-financial risk exposures.
o The recognition and derecognition provisions are carried over almost unchanged from IAS 39.
The Management anticipate that IFRS 9 will be adopted in the Company’s financial statements when it becomes
mandatory. The Company is in the process of quantifying the effect of adoption if IFRS 9, however no reasonable
estimate of this effect is yet available.

•

IFRS 15 Revenue from Contracts with Customers (issued in May 2014 and amended for effective date and clarifications
in September 2015 and April 2016 respectively) - The Standard, effective for annual periods beginning on or after
1 January 2018 (earlier application permitted), replaces IAS 11, IAS 18 and their Interpretations. It establishes a single
and comprehensive framework for revenue recognition to apply consistently across transactions, industries and capital
markets, with a core principle (based on a five-step model to be applied to all contracts with customers), enhanced
disclosures, and new or improved guidance (eg the point at which revenue is recognised, accounting for variable
consideration, costs of fulfilling and obtaining a contract, etc.). The Directors anticipate that IFRS 15 will be adopted in
the Company’s financial statements when it becomes mandatory. However, as the Management is still in the process of
assessing the full impact of the application of IFRS 15 on the Company’s financial statements, it is not practicable to
provide a reasonable financial estimate of the effect until the Management complete the detailed review.
IFRS 16 Leases (issued in January 2016) - The Standard, effective for annual periods beginning on or after 1 January
2019 (earlier application permitted only if IFRS 15 also applied), replaces IAS 17 and its Interpretations. The biggest
change introduced is that almost all leases will be brought onto lessees’ balance sheets under a single model (except
leases of less than 12 months and leases of low-value assets), eliminating the distinction between operating and
finance leases. Lessor accounting, however, remains largely unchanged and the distinction between operating and
finance leases is retained. The Directors anticipate that IFRS 16 will be adopted in the Company’s financial statements
when it becomes mandatory, However, as the Management is still in the process of assessing the full impact of the
application of IFRS 16 on the Company’s financial statements, it is not practicable to provide a reasonable financial
estimate of the effect until the Management complete the detailed review.
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•

(B)

IFRS 17 Insurance Contracts (issued in May 2017) - The Standard that replaces IFRS 4, effective for annual periods
beginning on or after 1 January 2021 (earlier application permitted only if IFRS 9 and IFRS 15 also applied), requires
insurance liabilities to be measured at a current fulfilment value and provides a more uniform measurement and
presentation approach for all insurance contracts. These requirements are designed to achieve the goal of consistent,
principle-based accounting for insurance contracts, giving a basis for users of financial statements to assess the effect
that insurance contracts have on the entity's financial position, financial performance and cash flows. It also requires
similar principles to be applied to reinsurance contracts held and investment contracts with discretionary participation
features issued. As the Company has neither issued insurance contracts nor held reinsurance contracts, the Standard is
not expected to have an effect on its financial statements.

INCOME AND EXPENSE RECOGNITION

Commission income
The Company recognises revenue/income when it is probable that future economic benefits will flow into the company and is
measured reliabley; it is relibile to mesuare the stage of completion at the end of the reporting date and is visable to measure
the costs of complete transaction. The income is measured at fair value received or receivable from sale of goods or services.
Operating and administrative expenses
Employee salaries and other benefits - Gross salaries, bonuses, and non-monetary benefits (insurance) are accrued in the year
in which the associated services are rendered by the employees. The Company does not have post-employment benefit
obligations.
Interest income and expenses
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.

(C)

PROPERTY AND EQUIPMENT

On initial recognition, items of property and equipment are recognised at cost, which includes the purchase price as well as
any costs directly attributable to bringing the asset to the location and condition necessary for it to be capable of operating in
the manner intended by management. After initial recognition, items of property and equipment are carried at cost less any
accumulated depreciation and impairment losses.
Depreciation is calculated so as to write off the cost of an asset, less its estimated residual value, over its useful economic
life as follows:

Office Equipment
Leasehold Improvement

20% straight line
20% straight line

Useful lives, residual values and depreciation methods are reviewed, and adjusted if appropriate, at the end of each
reporting period.
An item of property and equipment is derecognised upon disposal or when no future economic benefits are expected to arise
from the continued use of the asset. Any gain or loss arising on the disposal or retirement of an item of property and
equipment is determined as the difference between the sales proceeds and the carrying amount of the asset and is
recognised in profit or loss.
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Leased assets
Leases are classified as finance leases if substantially all the risks and rewards of ownership are transferred to the lessee.
All other leases are classified as operating leases.
Rentals payable under operating leases are charged to profit or loss on a straight-line basis over the lease term.
Incentives to take out operating leases are credited to profit or loss, as a reduction of rental expense, on a straight-line basis
over the lease term.

(D)

INTANGIBLE ASSETS

On initial recognition, intangible assets acquired ly are measured at cost. The cost of a seperetly acquired intangible asset
comprises its purchase price, including import duties and non-refundable purchase taxes, after deducting trade discounts
and rebates and any directly attributable cost of preparing the asset for its intended use.
After initial recognition, intangible assets are carried at cost less any accumulated amortisation and impairment losses. The
estimated useful life and amortisation method are revised at the end of each reporting period with the effect of any changes
in estimate being accounted for on a prospective basis.
For intangible assets with finite useful lives, amortisation is calculated so as to write off the cost of the asset, less its
estimated residual value, over its useful economic life of five years using straight line method.
Intangible assets with an indefinite useful life are not amortised, but subject to review for impairment as described below.
An intangible asset is derecognised on disposal, or when no future economic benefits are expected from use or disposal.
Gains or losses arising from derecognition of an intangible asset measured as the difference between the net disposal
proceeds and the carrying amount of the asset are recognised in profit or loss when the asset is derecognised.

(E)

IMPAIRMENT OF NON-FINANCIAL ASSETS

The carrying amounts of property, plant, equipment and intangible assets with finite useful lives are reviewed at each
reporting date for indications of impairment and where an asset is impaired, it is written down as an expense through the
statement of profit or loss to its estimated recoverable amount. Recoverable amount is the higher of value in use and the fair
value less costs of disposal of the individual asset or the cash-generating unit. The 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. If this is the case, recoverable amount is determined for the cash-generating unit to which the asset
belongs.
Value in use is the present value of the estimated future cash flows of the asset / unit. Present values are computed using
pre-tax discount rates that reflect the time value of money and the risks specific to the asset / unit whose impairment is being
measured.
Impairment losses for cash-generating units are allocated first against the goodwill of the unit and then pro rata amongst the
other assets of the unit. Subsequent increases in the recoverable amount caused by changes in estimates are credited to
profit or loss to the extent that they reverse the impairment.

(F)

FINANCIAL INSTRUMENTS

Initial recognition and measurement
The Company recognizes a financial asset or a financial liability in the statement of financial position when, and only when, it
becomes a party to the contractual provisions of the instrument. On initial recognition, the Company recognizes all financial
assets and financial liabilities at fair value. The fair value of a financial asset / liability on initial recognition is normally
represented by the transaction price. The transaction price for financial assets / liabilities other than those classified at fair
value through profit or loss includes the transaction costs that are directly attributable to the acquisition / issue of the
financial instrument. Transaction costs incurred on acquisition of a financial asset and issue of a financial liability classified at
fair value through profit or loss are expensed immediately.
The Company recognizes financial assets using settlement date accounting, thus an asset is recognized on the day it is
received by the Company and derecognized on the day that it is delivered by the Company.
Subsequent measurement of financial assets
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Subsequent measurement of financial assets depends on their classification on initial recognition. The Company classifies
financial assets in one of the following categories:
Financial assets at fair value through profit or loss (FVTPL) Assets are classified in this category when they are held
principally for the purpose of selling or repurchasing in the near term (trading assets) or are derivatives (except for a
derivative that is a designated and effective hedging instrument) or meet the conditions for designation in this category at
initial recognition.
Gains or losses arising on remeasurement of financial assets at FVTPL incorporate any dividend or interest earned and are
recognised in profit or loss.
Loans and Receivables Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. Assets that the Company intends to sell immediately or in the near term cannot be
classified in this category. These assets are carried at amortized cost using the effective interest method (except for shortterm receivables where interest is immaterial) minus any reduction for impairment or uncollectibility.
Typically accounts receivable, bank balances and cash are classified in this category.
Held-to-maturity financial assets. These are non-derivative financial assets with fixed or determinable payments and fixed
maturity that an entity has the positive intention and ability to hold to maturity. Financial assets that upon initial recognition
the Company designates as at fair value through profit or loss or available-for-sale and those that meet the definition of
loans and receivables cannot be classified in this category. Similar to Loans and Receivables, these assets are carried at
amortized cost using the effective interest method minus any reduction for impairment or uncollectibility.
Available-for-sale (AFS) financial assets. These are non-derivative financial assets that are designated as available for sale
on initial recognition or are not classified in one of the previous categories. They are carried at their fair value. However,
unquoted equity instruments are carried at cost, where it is not possible to reliably measure their fair value.
Except for foreign exchange gains and losses, interest income and dividends that are recognized in profit or loss, changes in
the carrying amount of AFS financial assets are recognized in other comprehensive income and accumulated in revaluation
reserve, until the investment is disposed of or is determined to be impaired. At that time, the cumulative gain or loss
previously accumulated in the revaluation reserve is reclassified to profit or loss.
Impairment of financial assets
At the end of each reporting period, the Company assesses whether its financial assets (other than those at FVTPL) are
impaired, based on objective evidence that, as a result of one or more events that occurred after the initial recognition, the
estimated future cash flows of the (group of) financial asset(s) have been affected. Objective evidence of impairment could
include significant financial difficulty of the counterparty, breach of contract, probability that the borrower will enter
bankruptcy, disappearance of an active market for that financial asset because of financial difficulties, etc.
For AFS equity instruments, a significant or prolonged decline in the fair value of the investment below its cost is considered
also to be objective evidence of impairment.
In addition, for accounts receivable that are assessed not to be impaired individually, the Company assesses them
collectively for impairment, based on the Company's past experience of collecting payments, an increase in the delayed
payments in the portfolio, observable changes in economic conditions that correlate with default on receivables, etc.
Only for accounts receivable, the carrying amount is reduced through the use of an allowance account and subsequent
recoveries of amounts previously written off are credited against the allowance account. Changes in the carrying amount of
the allowance account are recognized in profit or loss.
For all other financial assets, the carrying amount is directly reduced by the impairment loss.
For financial assets measured at amortized cost, if the amount of the impairment loss decreases in a subsequent period and
the decrease can be related objectively to an event occurring after the impairment was recognized, the previously
recognized impairment loss is reversed (either directly or by adjusting the allowance account for accounts receivable)
through profit or loss. However, the reversal must not result in a carrying amount that exceeds what the amortized cost of
the financial asset would have been had the impairment not been recognized at the date the impairment is reversed.
For AFS debt securities, impairment losses are subsequently reversed through profit or loss if an increase in the fair value of
the investment can be objectively related to an event occurring after the recognition of the impairment loss. In respect of
AFS equity securities, an increase in fair value subsequent to an impairment loss is recognised in other comprehensive
income and accumulated in revaluation reserve; impairment losses are not reversed through profit or loss.
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Derecognition of financial assets
Irrespective of the legal form of the transactions, financial assets are derecognized when they pass the “substance over
form” based derecognition test prescribed by IAS 39. That test comprises two different types of evaluations which are
applied strictly in sequence:
•
Evaluation of the transfer of risks and rewards of ownership
•
Evaluation of the transfer of control
Subsequent measurement of financial liabilities
Subsequent measurement of financial liabilities depends on how they have been categorized on initial recognition. For the
fiscal year the company did not classify any financial liability, as Liabilities at fair value through profit or loss (FVTPL)
All liabilities which have not been classified in the previous category fall into this residual category. These liabilities are
carried at amortised cost using the effective interest method.
Derecognition of financial liabilities
A financial liability is removed from the Company’s statement of financial position only when the liability is discharged,
cancelled or expired (i.e. extinguished). The difference between the carrying amount of the financial liability derecognised
and the consideration paid is recognized in profit or loss.
Cash and cash equivalents
Cash and cash equivalents comprise bank balances and other short-term highly liquid investments that are readily
convertible to a known amount of cash and are subject to insignificant risk of changes in value.

(G) FOREIGN CURRENCY TRANSACTIONS
The functional currency of the Company is GEL. Foreign currency monetary assets and liabilities are translated into the
functional currency of the concerned entity of the Company using the exchange rates at the reporting date. Gains and losses
arising from changes in exchange rates after the date of the transaction are recognised in profit or loss.
Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are translated at the
exchange rate at the date of the transaction. Non-monetary items that are measured at fair value in a foreign currency (eg
available-for-sale equity instruments) are translated using the exchange rates at the date when the fair value is determined.
National Bank of Georgia official
exchange rates

(H)

USD

EUR

GBP

Exchange rate as at 31 December 2017

2.5922

3.1044

3.5005

Exchange rate as at 31 December 2016

2.6468

2.7940

3.2579

Average rate for the year ended 31 December 2017

2.5018

2.8245

3.2227

Average rate for the year ended 31 December 2016

2.3667

2.6172

3.2051

INCOME TAX

In accordance with the effective Georgian Tax Code, corporate income tax is not levied on profit earned but on the profit
distributed as dividends (other than is described in Georgian tax code article -98(1); 309; 99; 103). The amount of tax payable
on a dividend distribution is calculated as 15/85 of the amount of the distribution.
Because of the specific nature of the taxation system, companies registered in Georgia do not acquire deferred tax assets or
incur deferred tax liabilities on temporary differences between the carrying amounts and tax bases of their assets and liabilities.
Contingent income tax liability that is generated through profit distribution will not be recognised in statement of financial
position.
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(I)

PROVISIONS

Where, at the reporting date, the Company has a present obligation (legal or constructive) as a result of a past event and it
is probable that the Company will settle the obligation, a provision is made in the statement of financial position. Provisions
are made using best estimates of the amount required to settle the obligation and are discounted to present values using a
pre-tax rate that reflects current market assessments of the time value of money and the risks specific to the obligation.
Changes in estimates are reflected in profit or loss in the period they arise. Warranty provisions are measured using
probability models based on past experience. Restructuring provisions are only recognised once the formal plan has been
communicated to affected parties.

(J)

EQUITY

Equity instruments are contracts that give a residual interest in the net assets of the Company. Ordinary shares are
classified as equity. Equity instruments are recognized at the amount of proceeds received net of costs directly attributable
to the transaction. To the extent those proceeds exceed the par value of the shares issued they are credited to a share
premium account.

3 FEE AND COMMISSION AND OTHER OPERATING INCOME

Income from custodian service
Subscription Fee for custodian membership and from Brokers
Commission income
Other operating income
TOTAL FEE AND COMMISSION INCOME

2017
GEL
38,772
12,585
27,533
12,030
90,920

2016
GEL
35,335
10,090
12,607
14,672
72,704

Other operating income contains fees from parent company, for depository services.
The commission income includes commissions from clearing and settlement operations in stock exchange market,
membership fee for access to securities in the Depository System, and pensions fund service commissions.
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4 FINANCE INCOME
2017

2016

GEL

GEL

Financial income from held to maturity financial assets

16,752

-

Interest received from bank deposits

19,546

22,046

TOTAL FINANCE INCOME

36,298

22,046

5 REVENUE FORM SPONSORS
On 8 and 9 September 2016, the 13th International Conference of the Association of Eurasian Central Securities
Depositories was held in Georgia. Georgian Central Securities Depository JSC had hosted the conference.The Company
has approached the participants of the conference and some firms related thereto with a request to sponsor the conference
expenses. Seven companies have expressed their desire to become a sponsor and the sponsorship amounted to USD
27,000, which equals to GEL 61,607.

6

INCOME TAX EXPENSE
2017

2016

GEL

GEL

Current income tax

-

-

Deferred tax

-

3,991

TOTAL INCOME TAX EXPENSE

-

3,991

On May 2016 the Parliament of Georgia aproved significant changes in Georgian Tax code, which mainly moves the
moment of taxation from when taxable profits are earned to when they are distributed. The changes are effective for tax
periods starting after 1 of January 2017. The effects on the deferred tax see in note 9.
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7

PROPERTY AND EQUIPMENT

COST
AT 31 DECEMBER 2015
Acquisitions
Disposals
AT 31 DECEMBER 2016
Acquisitions
Disposals
AT 31 DECEMBER 2017
DEPRECIATION AND IMPAIRMENT
AT 31 DECEMBER 2015
Depreciation for the year
Disposals
AT 31 DECEMBER 2016
Depreciation for the year
Disposals
AT 31 DECEMBER 2017
NET CARRYING AMOUNT
AT 31 DECEMBER 2016
AT 31 DECEMBER 2017

Office
equipment
GEL

Leasehold
improvement
GEL

29,143
29,143
852
29,995

9,625
9,625
9,625

38,768

26,811
676
27,487
739
28,226

1,925
1,925
3,850
1,925
5,775

28,736
2,601
31,337
2,664
34,001

1,656
1,769

5,775
3,850

7,431
5,619

TOTAL
GEL

38,768
852
39,620

The company uses office equipment with the historical cost of GEL 29,562, which are fully depreciated.

8 INTANGIBLE ASSETS
The company uses software with historical cost of GEL 120,338 which is fully amortised.

9

DEFERRED TAX

On May 2016 the Parliament of Georgia aproved significant changes in Georgian Tax code, which mainly moves the
moment of taxation from when taxable profits are earned to when they are distributed. The changes are effective for tax
periods starting after 1 of January 2017.
According to this change in Georgian Tax Code, deferred assets and liabilities will not be recognised after the law becomes
effective.
Contingent income tax liability that is generated through profit distribution will not be recognised in statement of financial
position.
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10

HELD TO MATURITY FINANCIAL ASSET

Held to maturity financial asset includes following financial asset:

Bond name

Currency

Par value

Quantity

USD

1,000

260

Bonds of Georgian Leasing
Company LLC

Maturity date

Coupon

29-08-2020

7.00%

Interest income from held to maturity financial asset find in the note 4. There is no significant difference between coupon and
effective interest rate of the held to maturity financial asset.
There is no material difference between the fair value and the carrying amount of held to maturity financial assets.

11

PREPAYMENTS FOR PURCHASE OF INTANGIBLE ASSET

Prepayment for purchase of intangible asset
Non-refundable tax costs for purchase of intangible assets
TOTAL PREPAYMENTS FOR PURCHASE OF INTANGIBLE ASSET

2017

2016

GEL

GEL

247,428

-

40,501
287,929

-

The prepayment for purchase of intangible asset includes payments to Montran Corporation (with place of business at 60E.
42ND street, Suite 464 New York.). The agreement between the parties was settled at 31 January of 2017. Under the
contract MONTRAN CORPORTAION took responsibility of implementation and technical support of new software and
related linkages, to expend its activity in clearing and equity settlement services.

12 TRADE AND OTHER RECEIVABLES
2017

2016

GEL

GEL

11,793

11,515

The allowance for doubtful accounts

(925)

(925)

Prepayments

2,500

-

13,368

10,590

Account receivables

TOTAL TRADE AND OTHER RECEIVABLES

There is no material difference between the fair value of receivables and their carrying amount.

16

GEORGIAN CENTRAL SECURITIES DEPOSITORY JSC
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

13 CASH AND CASH EQUIVALENTS
2017

2016

GEL

GEL

36

55

23,321

7,083

Short-term deposits

245,909

1,367,633

TOTAL CASH AND CASH EQUIVALENTS

269,266

1,374,771

Cash on hand
Cash at bank

The cash is distributed in various banks as deposits for the period less than one year, at interest rate 7%. The income from
interest on deposits was GEL19,544 (2016: 22,046 GEL).
There is no material difference between the fair value and the carrying amount of cash and cash equivalents.

14 SHARE CAPITAL
In December of 2016, the Company issued 304,499 new shares with a par value of GEL 1 per share and a selling price of
GEL 3.62 per share. As a result, the Company’s share capital and share premium have increased by GEL 304,499 and GEL
798,701 respectively.
During the year of 2017 the company has not change its capital structure.
Table below illustrates the movement of share capital and share premium during 2017 and 2016 periods:

Share Capital

Share
Premium

Total

At 31 December 2015

101,200

10,800

112,000

Share issue

304,499

798,701

1,103,200

At 31 December 2016

405,699

809,501

1,215,200

-

-

-

405,699

809,501

1,215,200

Share issue

At 31 December 2017

The Company did not issued dividend during the fiscal year of 2017 and 2016.

15 EARNINGS PER SHARE
Basic earnings per share are calculated by dividing the profit or loss attributable to equity holders of the Company by the
weighted average number of ordinary shares in issue during the year. The company owns only ordinary shares.

2017

2016

GEL

GEL

Net income attributable to common stockholders

(125,781)

(74,247)

PROFIT/(LOSS) FOR THE YEAR

(125,781)

(74,247)

405,699

107,856

(0.31)

(0.69)

Weighted average number of shares
BASIC
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RELATED PARTY TRANSACTIONS

RELATED PARTY TRANSACTIONS
Incomes from founder (Georgian Stock Exchange JSC)
Incomes from founders subsidiary
Income from other related parties
Cash received from issued capital (Tbilisi Stock Exchange JSC)
TOTAL

2017
GEL
12,000
31,415
-

2016
GEL
12,000
5,305
5,217
1,103,200

43,415

1,125,722

The following table illustrates key management compensation during the period concerned:

2017
KEY MANAGEMENT COMPENSATION
Wages, salaries and short-term benefits

2016

GEL

GEL

83,407

64,300

17 INFORMATION ON FINANCIAL RISKS
In performing its operating, investing and financing activities, the Company is exposed to the following financial risks:
•
•
•

Credit risk: the possibility that a debtor will not repay all or a portion of a loan or will not repay in a timely manner and
therefore will cause a loss to the Company.
Liquidity risk: the risk that the Company may not have, or may not be able to raise, cash funds when needed and
therefore encounter difficulty in meeting obligations associated with financial liabilities.
Market risk: the risk that the value of a financial instrument will fluctuate in terms of fair value or future cash flows as a
result of a fluctuation in market prices. Basically, the company is exposed to three market risk components:
Interest rate risk
Currency risk
Securities price risk

In the reporting period exposure to the risks mentioned above, except currency risk is unessential.

Currency risk
Assets and liabilities denominated in foreign currency create currency risk. The Company has not formal procedures to
handle currency risk, but management seem themselves well-informed in current processes of economic and they make
some efforts to reduce risk. These efforts mostly are to manage foreign currency deposits.
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The table below summarizes the Company exposure to foreign currency exchange rate risk at 31December 2017:

GEL

HELD TO
MATURITY
FINANCIAL ASSETS
GEL

US Dollars

131,558

690,775

TOTAL

131,558

690,775

CASH AND CASH
EQUIVELANTS

The table below summarizes the Company exposure to foreign currency exchange rate risk at 31December 2016:
CASH AND CASH
EQUIVALENTS
GEL
US Dollars

1,161,192

TOTAL

1,161,192

A hypothetical 10% increase / decrease in the exchange rate of the GEL against the US Dollar would cut / increase 2017
profits before tax by GEL 82,231 (2016: GEL 116,118).

18 EVENTS AFTER THE REPORTING PERIOD
No significant events happened after the reporting period.

19 SIGNIFICANT JUDGMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY
In preparing its financial statements, the Company has not made any significant judgements, estimates and assumptions that
impact the carrying value of certain assets and liabilities, income and expenses as well as other information reported in the
notes, except of those mentioned in summary of significant accounting policies.
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