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Latvia

Independent Auditors’ Report
To the shareholder of JSC Mogo

Report on the Audit of the Separate Financial Statements

Our Opinion on the Separate Financial Statements

We have audited the accompanying separate financial statements of JSC Mogo (“the
Company”) set out on pages 7 to 57 of the accompanying Annual Report, which comprise:

the separate statement of financial position as at 31 December 2019,

the separate statement of profit and loss and other comprehensive income for the year
then ended,

the separate statement of changes in equity for the year then ended,
the separate statement of cash flows for the year then ended, and

notes to the separate financial statements, which include a summary of significant
accounting policies and other explanatory notes.

In our opinion, the accompanying separate financial statements give a true and fair view of
the unconsolidated financial position of JSC Mogo as at 31 December 2019, and of its
unconsolidated financial performance and its unconsolidated cash flows for the year then
ended in accordance with International Financial Reporting Standards (IFRSs) as adopted by
the European Union.

Basis for Opinion

In accordance with the ‘Law on Audit Services’ of the Republic of Latvia we conducted our
audit in accordance with International Standards on Auditing adopted in the Republic of Latvia
{ISAs). Our responsibilities under those standards are further described in the Auditors’
Responsibility for the Audit of the Separate Financial Statements section of our report.

We are independent of the Company in accordance with the International Ethics Standards
Board for Accountants’ International Code of Ethics for Professional Accountants (including
International Independence Standards) (IESBA Code) and independence requirements
included in the ‘Law on Audit Services' of the Republic of Latvia that are relevant to our audit
of the separate financial statements in the Republic of Latvia. We have also fulfilled our other
professional ethics responsibilities and objectivity requirements in accordance with the
IESBA Code and the ‘Law on Audit Services'of the Republic of Latvia.

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

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the separate financial statements of the current period. These
matters were addressed in the context of our audit of the separate financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate opinion on
these matters.

We have determined the matters described below to be the key audit matters to be
communicated in our report.

KPMG Baltics AS, a Latvian joint stock company and a member
firm of the KPMG network of independent member firms
affiiated with KPMG International Cooperative {'KPMG
International’), @ Swiss entity.



Going Concern

Key audit matter

The Company's separate financial
statements are prepared on a going
concern basis.

The World Health Organization declared on
11 March 2020 the coronavirus (COVID-
19) outbreak a pandemic, and also, on 12

March 2020, the Decree of the
Government of Latvia was issued,
whereby the country's government

declared the state of emergency. The
measures taken by the government to
counter the effects of the outbreak include
border closure, quarantine, severe
limitations imposed on cross-border and
domestic transportation, ban on social,
cultural, leisure or sport events, among
other things. As a consequence, the
Company was forced to temporarily close
offline sales channels and transfer to
mostly remote working regime, until at
least 12 May 2020. Due to these
conditions during March and April 2020,
the Company experienced a significant
decrease in revenues and profitability.

The Company’'s going concern
assessment was based on cash flow
forecasts, which, in the Management
Board's view, support the assertion that
the Company will have sufficient
resources to continue for a period of at
least 12 months from the reporting date.
The preparation of these forecasts
incorporated a number of assumptions and
significant judgment under a number of
scenarios, including those considered by
the Management Board to be severe but
plausible, such as an extended closure of
offine channels and a substantial
reduction in new loan issuance. As part of

How we addressed the key audit matter

Our procedures in this area included, among
others:

understanding the Company’s business
planning  process, including  the
assessment of its ability to continue as a
going concern, and the preparation and
validation of cash flow forecasts used in
the assessment, and also testing the
Company's key related internal controls;

inspecting the Management Board's
going concern assessment, including
their evaluation of the business/operating
and liquidity risks arising from the COVID-
19 outbreak, and plans for further actions
in response to the risks identified. As part
of the procedure, we also made
corroborating inquiries of the Company's
CEO and CFQ;

independently evaluating the
reasonableness and feasibility of the
plans for future actions in order to
alleviate the effects of the outbreak, by
reference to the preceding procedure as
well as by performing the following:

— challenging the key assumptions
used in the determination of the
forecast financial information under
various scenarios. This primarily
included challenging the assumed
lockdown and sales channel closure
periods, forecast amounts of new
loans attracted, borrower payment
discipline trends, capital expenditure
and cost optimization volumes, based

on our understanding of the
Company’'s  activities and by
reference to publicly available

industry/market reports;



the assessment, the Company also
considered a number of actions aimed at
alleviating the potential disruption to its
business and liquidity position, such as
increased debt collection control, cost
cutting initiatives and available tax
payment deferrals.

The Management Board concluded that
the range of possible outcomes
considered at arriving at this judgment
does not give rise to material uncertainties
related to events or conditions that may
cast significant doubt on the Company’s
ability to continue as a going concern. Note
43 further explains how the judgment was
formed.

The  COVID-19 pandemic is an
unprecedented challenge for humanity and
for the economy globally, and at the date
of approval of the separate financial
statements for issue, its effects are
subject to significant levels of uncertainty.
The Company's use of the going concern
basis of accounting is a key audit matter
due to the associated extent of
uncertainty, and consequently, high level
of judgment required in evaluating the
Management Board's plans for future
actions and their financial impact.

— performing an analysis of the going
concern conclusion’s sensitivity to
changes in the aforementioned key
assumptions adopted in the going
concern assessment, and considering
whether there were any indicators of
management bias in the assessment;

— assessing the availability of financing
facilities and arrangements, by
inspecting underlying documentation,
such as agreements signed before
the reporting period end, and
assessing the impact of any
covenants and other restrictive terms
therein;

considering whether any additional
relevant facts or information have
become available since the date on
which the Company made its
assessment;

evaluating the appropriateness of
Company's disclosures in respect of the
going concern assessment, subsequent
events and any related uncertainties in
the separate financial statements.



Impairment allowance for finance lease receivables, loans and advances to customers

The gross amount of finance lease receivables as at 31 December 2019: EUR 22 811
thousand, reversal of impairment allowances on lease receivables recognised in 2019:
EUR 1 393 thousand; total impairment allowance as at 31 December 2019: EUR 3 165
thousand.

The gross amount of loans and advances to customers as at 31 December 2019: EUR 3 171
thousand, impairment allowances on lease receivables recognised in 2019: EUR 177
thousand; total impairment allowance as at 31 December 2019: EUR 362 thousand.

We refer to the separate financial statements: Note 2 and Note 3 (accounting policy), Notes

20 and 21 (financial disclosures).
Key audit matter

Finance lease receivables, and loans and
advances to customers, collectively
("exposures”), represent approximately
37% of the Company's assets as at
31 December 2019. Related impairment
allowances represent the Management
Board's best estimate of the expected credit
losses associated with those exposures at
the reporting date.

The Company estimates impairment
allowances under the expected credit losses
{ECLs) model of IFRS 9, considering multiple
scenarios. In the process, the exposures are
assigned to one of three stages. Stage 1 and
Stage 2 loans are performing exposures,
with Stage 2 exposures being those where
a significant increase in credit risk since
origination (“SICR") has been observed.
Stage 3 loans are non-performing
exposures. The ECLs for all are determined
collectively, by  applying modelling
techniques, based on the historical pattern
of losses and changes in the exposures’ risk
characteristics, adjusted by relevant
forward-looking information. Key
parameters within the model include those
in respect of Probability of Default ("PD"),
Loss Given Default ("LGD") and Exposure at
Default ("EAD").

Timely identification of exposures with
significant increase in credit risk and those
credit impaired also requires significant
management judgment.

Due to the above factors, we consider the
area to be associated with a significant risk

How we addressed the key audit matter

Our procedures in the area included, among
others:

inspecting the Company's ECL
methodology and  assessing its
compliance  with  the relevant
requirements of the financial reporting
standards. As part of the above, we
challenged whether the level of the
methodology's sophistication is
appropriate based on an assessment of
the entity-level and portfolio-level
factors;

testing selected key controls over the
approval and recording of lease
receivables and loans, and also those
over the management review and
approval of the key ECL model inputs
and outcomes;

assisted by our own information
technology (IT) specialists, testing the
application and general IT controls
related to the ECL estimation process,
data flows between source systems
and calculation of days past due;

assisted by our own financial risk
management specialists,
independently assessing the forward-
looking information used in the ECL
model, by means of corroborating
inquiries of the Management Board
and inspection of publicly available
information;



of material misstatement, which requires
our increased attention in the audit. As such,
we determined it to be a key audit matter.

Interest income recognition

e challenging the LGD, PD and EAD
parameters in the model, by inspecting
the Company’s experience studies,
assessing any changes thereto in 2019
and making related inquiries of the
Management Board and relevant credit
risk personnel;

assessing the appropriateness of the
Company’'s staging of exposures,
including identification of exposures
with SICR, by reference to our analysis
of the customer debt service
experience. As part of the procedure,
we also tested the appropriateness of
the impairment rates applied in the
model for exposures in a given stage;

e critically assessing the reasonableness
of the ECL allowances, including both
the share of the gross non-performing
exposure in total gross exposure and
the non-performing loans provision
coverage,

e assessing the adequacy of the
Company’'s disclosures on the loss
allowances and credit risk
management in the notes to the
separate financial statements.

Interest income from finance lease receivables in 2019: EUR 11 573 thousand; Interest
income from loans and advances to customers in 2019: EUR 1 409 thousand..

We refer to the separate financial statements: Note 2 {accounting policy), Note 4 (financial

disclosures).
Key audit matter

Interest income represented 82% of the
Company’s total revenue and other income
for the year ended 31 December 2019.

The calculation of interest income relies on

the application of complex information
technology  systems, which process
substantial amounts of data requiring

frequent updates.

How we addressed the key audit matter

Our procedures in the area included, among
others:

e obtaining understanding of and
evaluating the Company's interest
income recognition policies against the
requirements of the relevant financial
reporting standards;

testing the design and implementation
of selected key controls within the



In addition, interest income to be recognized
is determined using the effective interest
rate ("EIR") method. In making the
determination, the Company applies a
model whereby manual adjustments are
made to the interest amounts calculated in
an automated manner based on contractual
interest rate, to reflect incremental costs
incurred in securing the underlying lease and
loan contracts in the measurement of the
EIR and resulting interest income
recognized in profit or loss.

The above complexities increase the risk of
a material error in the recognition of interest
income and, because interest income
represents one of the Company's key
performance indicators, there is an inherent
risk that the timing of recognition and the
amounts recognized could be manipulated
to meet specific targets or expectations.

In the wake of the above factors, we
considered interest income recognition to
be associated with a significant risk of
material misstatement due to both error and
fraud. Therefore, the area required our
increased attention in the audit and as such
was determined to be a key audit matter.

interest recognition process, including
those over application of appropriate
contractual interest rates and other
contractual terms in the interest
income recognition process and
review, and approval of manual
accounting entries to measure EIR;

assisted by our own IT specialists.
testing IT general controls and selected
key process level controls for the
systems supporting the automated
element of the interest income
calculation, using contractual {(nominal)
interest rates;

in respect of the internal reports and
computations for manual adjustments
to recognized interest income, testing
the mathematical and logical accuracy
of the reports and computations and,
on a sample basis, tracing selected
data inputs used in the reports, as
follows:

— commissions — by reference to
supporting counterparty invoices;

— interest rate implicit in the lease,
principal outstanding at the year
end and remaining lease term - by
reference to the terms of the
underlying finance lease and loan
agreements;

examining whether the interest
income-related disclosures in the
separate financial statements
appropriately include and describe the
relevant quantitative and qualitative
information required by the applicable
financial reporting framework.



Impairment of investment in and loan issued to the subsidiary

The carrying amount of investment in the subsidiary as at 31 December 2019: EUR 5 500
thousand; loan issued to the subsidiary as at 31 December 2019. EUR 3 653 thousand;
related impairment allowances recognized as at 31 December 2019, and impairment loss

for the year then ended: nil.

We refer to the separate financial statements: Note 2 and 3 (accounting policy), Note 36

and 37 (financial disclosures).
Key audit matter

As at 31 December 2019, the Company,
in its separate financial statements,
carried an investment in its subsidiary,
Renti JSC (“Renti”). The investment is
accounted for at cost less any related
impairment losses. In addition, in 2019,
the Company provided Renti with a loan
up to the amount of EUR 10000
thousand and with maturity in 2024

Under the relevant financial reporting
standards, at the end of each reporting
period, management is required to
assess whether there is any indication
that investments in subsidiaries may be
impaired The indications may include

significant current and past losses,
negative  equity or  below-budget
performance.

Based on the assessment, management
identified impairment triggers in respect
of the investment in Renti, as discussed
in Note 37. As a result, the Company
estimated the recoverable amount the
investment, by reference to its value-in-
use, using a discounted cash flow model.
As at the reporting date, the Company
also assessed its loan receivables from
Renti for impairment, using the expected
credit loss model, including the
assessment of whether there s
significant increase in credit risk and
consequential need to classify the
exposure as Stage 2 or Stage 3 per IFRS
9

The determination of the investment's
recoverable amount and the expected
credit losses for the loan receivable
requires the Management Board to make

How we addressed the key audit matter

Our procedures in the area, performed with the
assistance from our own valuation specialists,
included, among others:

testing the selected key controls in the
impairment testing process, including
those over the review and approval of the
key assumptions applied in the
impairment testing and of the test
cutcomes;

assessing the  appropriateness  of
impairment testing methods applied to the
assets in question, against the
requirements of the relevant financial
reporting standards and current market
practice;

evaluating the reasonableness of the
Management Board's judgment as to the
existence of impairment indicators and
significant increase in loan credit risk. This
included, but was not limited to,
discussing the subsidiary’s performance
with the Company's finance function
officers, and assessing its strategy and
historical profitability;

challenging the key assumptions applied
in the impairment tests, as follows:

— terminal flow growth
reference to historical financial
performance  of  other related
companies, assessed quality of
budgeting process, past and expected
future market developments;

rate - by

— discount rates - by assessing whether
the cost of debt and cost of equity
used are within the reasonable range,



subjective judgements, including those in
respect of the subsidiary’'s future
operating cash flows, growth rates and
discount rates, and is therefore
associated with significant estimation
uncertainty.

Due to the above, we determined
impairment assessment in respect of the
investment in subsidiary and the loan
receivable therefrom to be associated
with a significant risk of a material
misstatement that required our increased
attention in the audit. As such, the area
was considered by us to be a key audit
matter.

given Renti's industry, risk profile and
financial position;

— other key inputs, such as estimates of
free cash flows in the first 5 years of
operation by inquires of the
Management Board members and
inspection of supporting
documentation (including approved
budgets);

performing an independent sensitivity
analysis of impairment test’ results to
changes in key assumptions, such as,
primarily, terminal growth and discount
rates;

e considering the adequacy of the
Company's disclosures related to the
assumptions and significant judgements
used in estimating the recoverable
amounts of the investment in subsidiary
and the loan issued thereto.

Other Matter

The separate financial statements of the Company as at and for the year ended 31 December
2018 were audited by another auditor who expressed an unmodified opinion on those
statements on 31 May 2019.

Reporting on Other Information

The Company’'s management is responsible for the other information. The other information
comprises:

e Information about the Company, as set out on page 3 of the accompanying Annual
Report,

e the Management Report, as set out on page 4 of the accompanying Annual Report,

the Statement on Management Responsibility, as set out on page 6 of the accompanying
Annual Report,

the Statement of Corporate Governance for 2019, as set out in separate statement
provided by JSC Mogo management and available on the Nasdaq Baltic exchange
website JSC Mogo, section Reports,

Our opinion on the separate financial statements does not cover the other information
included in the Annual Report, and we do not express any form of assurance conclusion
thereon, except as described in the Other Reporting Responsibilities in Accordance with the
Legislation of the Republic of Latvia Related to Other Information section of our report.

In connection with our audit of the separate financial statements, our responsibility is to read
the other information and, in doing so, consider whether the other information is materially
inconsistent with the separate financial statements or our knowledge obtained in the audit
or otherwise appears to be materially misstated.



If, based on the work we have performed and in light of the knowledge and understanding
of the Company and its environment obtained in the course of our audit, 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.

Other Reporting Responsibilities in Accordance with the Legislation of the Republic of Latvia
Related to Other Information

In addition, in accordance with the ‘Law on Audit Services’ of the Republic of Latvia with
respect to the Management Report, our responsibility is to consider whether the
Management Report is prepared in accordance with the requirements of the ‘Law on the
Annual Reports and Consolidated Annual Reports' of the Republic of Latvia.

Based solely on the work required to be undertaken in the course of our audit, in our opinion,
in all material respects:

o the information given in the Management Report for the financial year for which the
separate financial statements are prepared is consistent with the separate financial
statements; and

o the Management Report has been prepared in accordance with the requirements of
the ‘Law on the Annual Reports and Consolidated Annual Reports’ of the Republic
of Latvia.

In accordance with the ‘Law on Audit Services’ of the Republic of Latvia with respect to the
Statement of Corporate Governance, our responsibility is to consider whether the Statement
of Corporate Governance includes the information required in section 56.1, first paragraph,
clause 3, 4, 6, 8 and 9, as well as section 56.2, second paragraph, clause 5, and third
paragraph of the ‘Financial Instruments Market Law’ of the Republic of Latvia and if it
includes the information stipulated in section 56.2 second paragraph, clause 1, 2, 3, 4, 7 and
8 of the ‘Financial Instruments Market Law’ of the Republic of Latvia.

In our opinion, the Statement of Corporate Governance includes the information required in
section 56.1, first paragraph, clause 3, 4, 6, 8 and 9, as well as section 56.2, second
paragraph, clause 5, and third paragraph of the ‘Financial Instruments Market Law’ of the
Republic of Latvia and it includes the information stipulated in section 56.2 second paragraph,
clause 1, 2, 3, 4, 7 and 8 of the ‘Financial Instruments Market Law’ of the Republic of Latvia.

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

Management is responsible for the preparation of the separate financial statements that give
a true and fair view in accordance with the IFRSs as adopted by the European Union and for
such internal control as management determines is necessary to enable the preparation of
separate financial statements that are free from material misstatement, whether due to fraud
or error.

In preparing the separate 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.



Auditors’ Responsibility for the Audiit of the Separate Financial Statements

Our objectives are to obtain reasonable assurance about whether the separate 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 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 separate financial statements.

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

ldentify and assess the risks of material misstatement of the separate 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.

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

e 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
separate 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
auditors’ report. However, future events or conditions may cause the Company to cease
to continue as a going concern.

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

We also provide those charged with governance with a statement that we have complied
with relevant ethical requirements regarding independence and objectivity, and to
communicate with them all relationships and other matters that may reasonably be thought
to bear on our independence, and where applicable, related safeguards.



KPMG'

From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the separate financial statements of
the current period and are therefore the key audit matters. We describe these matters in our
auditors’ report unless law or regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

Other Reporting Responsibilities and Confirmations Required by the Legislation of the
Republic of Latvia and the European Union when Providing Audit Services to Public Interest
Entities

We were appointed by those charged with governance on 31 October 2019 to audit the
separate financial statements of JSC Mogo for the year ended 31 December 2019. Our total
uninterrupted period of engagement is 1 year, covering the year ended 31 December 2019.

We confirm that:

e our audit opinion is consistent with the additional report presented to the Audit
Committee of the Company;

e as referred to in the paragraph 37.6 of the 'Law on Audit Services' of the Republic
of Latvia we have not provided to the Company the prohibited non-audit services
(NASs) referred to of EU Regulation {EU) No 537/2014. We also remained
independent of the audited entity in conducting the audit.

KPMG Baltics AS
Licence No. b5

Armine Movsisjana

Armine Movsisjana
Chairperson of the Board
Latvian Sworn Auditor
Certificate No. 178

Riga, Latvia

30 April 2020

This report is an English translation of the original Latvian. In the event of discrepancies
between the two reports, the Latvian version prevails
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